
 

 

Date/Time: Tuesday, February 14, 2017 at 6:30pm 
 

Where:  Milpitas City Hall, Committee Conference Room 
 

Attendees:  Chair Evelyn Chua; Vice Chair Joseph Weinstein; 
Members Liz Ainsworth, Ted Grish, Ray Maglalang, Dan 
Manassau, Steve Munzel, Tom Valore; City Manager Tom 
Williams, City Attorney Chris Diaz, PW Director Nina Hawk, 
Interim Finance Director Jane Corpus, Asst City Engineer Judy 
Chu and Recording Secretary Rachelle Currie 
 

Excused:  Members Karina Dominguez & Elpidio 
 

Absent:  Member Rajeev Madnawat 

 

 

 

 

CITIZENS TASK FORCE ON 

WATER RATES 

Meeting Minutes 
 
I. Flag Salute 

Flag Salute was led by Vice Chair Weinstein at 6:30pm. 

II. Roll Call 
Chair Chua called the roll.  Members Dominguez and Estioko are excused while Member Madnawat is 
absent. 

III. Public Forum 
 None.  Member Maglalang motioned and seconded by Vice Chair Weinstein to close the public forum.  

Unanimously passed by those present. 

IV. Approval of Agenda 
Member Maglalang motioned and seconded by Vice Chair Weinstein to approve the agenda.  
Unanimously passed by those present. 

V. Approval of Minutes 
Member Maglalang motioned and seconded by Member Marini to approve the agenda.  Unanimously 
passed by those present. 

VI. New Business – Legal Review and Updates 
City Attorney Diaz briefed the task force that he will be providing them: a) history of propositions, taxes, and 

fees; b) Proposition 218 – constitutional requirements to increase water rates; c) Legislative Clarity; and d) Legal 
Clarity including the San Juan Capistrano decision which is impacting a lot of municipalities. 

 

a) History of Propositions, Taxes, and Fees.  City Attorney Diaz provided background on Proposition 13.  

He stated that prior to 1978, in order to keep pace with the expanding population and growing municipal services, 

property taxes funded costs of infrastructure and the need to provide for municipal services.  Responding to the mid-

60’s scandals among assessors, legislation passed to peg assessed values to market value of properties triggering 

increased property taxes.  Property values increased 70% between 1975 and 1978 because of housing demand at 

that time.  With this increase, retired property owners were particularly hit hard and it triggered an initiative measure 

seeking property taxpayer relief. 

In 1978, Articles XIII A, Sections 1 and 4, were enacted to impose a maximum limit on assessments (no more 
than 2% per year) {Section 1}; and cities, by a 2/3rds vote (essentially 66%) of qualified electors, may impose special 
taxes {Section 4}.  Impacts of Proposition 13 include: 1) reduction of property tax revenues to local governments by 
more than half (57% decline); 2) abolishment of any local control with regards to property taxes; and 3)  cities were 
forced to look for new sources of revenue in order to fund increasing demands for municipal services. 

Mr. Diaz continued on with 1986’s Proposition 62; this proposition established new requirements for the 
adoption of new or higher general and special taxes by local agencies.  It restated a two-thirds vote voter approval 
requirement for special taxes and established majority voter approval for general taxes. 

 

b) Proposition 218.  Proposition 218 (1996) amended the California Constitution by adding Articles XIII C 

and XIII D requiring local governments to obtain the approval of property owners in local ballot measure before levying 

a new or increased tax assessment on those property owners.  This stipulation expanded restrictions on government 

spending.  It also allowed voters to repeal or reduce existing taxes, assessments, fees, and charges by initiative 

process.  Prop 218 reiterated majority voter approval requirements for general taxes and two-thirds vote voter approval 

for special taxes.  Prior to Prop 218, cities and counties were not required to obtain approval from property owners 

before levying special tax assessments on them.  In 2006, the California Supreme Court ruled that the provisions of 
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Proposition 218 apply to local water, refuse, and sewer charges.  This meant that local jurisdiction cannot charge one 

group of water, refuse, and sewer ratepayers in order to subsidize the fees of another group of water, refuse, and 

sewer users.  

Mr. Diaz continued his presentation explaining Proposition 218’s Procedural Requirements – Article XIII D, § 
6.  Section 6(a) established procedural requirements for imposing new, or increasing existing property-related fees 
and charges.  The biggest provision of Proposition 218 is holding a public hearing and mailing notice of the public 

hearing not less than 45 days prior to the public hearing.  Another requirement is that rates may not be imposed if 
there is a majority protest.  The public hearing notice must contain: a) 0the amount of the fees or charges proposed to 
be imposed; b) the basis upon which the fees or charges were calculated – rate and unit of measure – and the notice 
can refer to the City’s website for full report; c) a statement regarding the reason for the imposition of the new, or 
increases to the existing fees or charges; and the date, time, and location of the public hearing. 

At this point, Liz Ainsworth asked the City Attorney to give a clear description of fees.  She asked if these fees 
are not directly going to the City but just a pass through to other entities.  Mr. Diaz that fees are everything we disclose 
including buying water and the infrastructure upgrade budget.  Chair Chua asked to hold all the task force members’ 
questions until at the conclusion of the presentation. 

The City Attorney continues his presentation with Section 6(b) that established substantive provisions of the 

proposition.  This section includes 1) revenues derived from the fee or charge shall not exceed the funds required to 

provide the property related service; 2) revenues derived from the fee shall not be used for any purpose other than 

that for which the fee was imposed; 3) fees shall not exceed the proportional cost of the service attributable to the 
parcel.  Mr. Diaz reiterated that the funds collected will not be co-mingled with any other funds; 4) fees may not be 
imposed for a service unless the service is actually used by or immediately available to the property owner; 5) no fee 
may be imposed for general governmental services, including, but not limited to, police, fire, ambulance, or library 
services where the service is available to the public at large this means that anything outside water the City cannot use 
the funds; and 6) the burden is on the agency to demonstrate compliance.  Mr. Diaz added that the court said that if 
we provide recycled water, we can pass that cost to the ratepayers because we freeze up drinking water. 

 

c) Legislative Clarity.  At this point, City Attorney talked about Government Code § 53750(e) and (h) which 

state that increased fee does not include a fee that is implemented or collected so long as the rate is not increased 

beyond the level previously approved by the agency, and that the methodology previously approved by the agency is 

not revised so as to result in an increase in the amount being levied on any person or parcel.  Mr. Diaz clarified that 

imposing fully-adopted rate in incremental steps is okay as long as it is within the adopted rate and will not be 

described as increased fee. 

Government Code § 53750(m) is defined as “Water” means any system of public improvements intended to 

provide for the production, storage, supply, treatment, or distribution of water from any source including recycled 

water. 
Moving on Notices and Majority Protests under GC § 53755 states that notice may be given  by including it in 

the agency’s regular billing statement or any other mailing by the agency to which the billing statement is customarily 
mailed.  It also states that notice may be given by another agency and written protests must be retained by the agency 
for a minimum period of two years following the date of the public hearing.  Mr. Marini asked does this include 
initiative.  Mr. Diaz will get back to the task force with an answer at a later date.  The City Attorney continued by stating 

the one written protest per parcel, whether filed by one or several owners or tenants of the parcel, shall be counted in 
calculating a majority protest. 

Automatic Adjustments covered by GC § 53756 applies to water and sewer fees; adopts a schedule of fees 
with automatic adjustments for inflation or pass through increases in wholesale water, sewage and wastewater 
treatment charges; schedule of fees or charges may not exceed 5 years; may include a schedule of adjustments, 
including a clearly defined formula for adjusting for inflation; and may include schedule of adjustments that pass 
through the adopted increases or decreases in wholesale charges.  This section also states that automatic 
adjustments many not exceed the cost of providing the service.  The agency is not required to follow notice provisions 

of Article XIII D, section 6(a) for automatic adjustments.  However the agency must send a written notice by mail at 

least 30 days prior to the rate adjustment. 
 

d) Judicial Interpretations including the San Juan Capistrano Case.   In this juncture of the City 

Attorney’s presentation, he provided a few cases relating to Property-Related Fees.  Those cases include: the 2006 

Bighorn Desert-View Water Agency v. Verjil; the 2013 Mission Springs Water District v. Verjil; the 2014 Griffith v. 

Pajaro Valley Water Management Agency; and the most recent case, the 2015 Capistrano Taxpayers Association 

(CTA) v. City of San Juan Capistrano. 

In the 2006 Bighorn Desert-View Water Agency v. Verjil case, the California Supreme Court ruled that 
metered rates for consumption of water are “property-related fees subject to Proposition 218.  By implication, 
wastewater and solid waste service fees are property-related fees. 
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In another case, the 2013 Mission Springs Water District v. Verjil, the CA Appellate Court ruled invalidating 
voter initiative to repeal the District’s water rates.  It stated that a County Water District is required to have sufficient 
funds to meet its statutory obligations to provide water service. 

Moving on to Griffith v. Pajaro Valley Water Management Agency (2014), the Appellate Court decided that 
charges may be used to fund debt service (i.e., bonds) so long as debt was incurred to build infrastructure for the 
service.  It also stated that charges may be used to fund recycled water service including cost to install infrastructure to 
provide recycled water.  City Attorney Diaz added that the charges to fund recycled water is legal even though every 

parcel does not directly benefit from it.  The ruling stipulated that property-related fees do not need to be established 

parcel-by-parcel.  Rate makers may group similar users together (for example, calculate fees on a class-by-class 

basis).  Lastly, “Apportionment is not a determination that lends itself to precise calculation.” 
City Attorney Diaz ended his presentation talking about the most current court case, the 2015 CTA v. City of 

San Juan Capistrano.  In this ruling, it stated that inclining block rates that go up progressively in relation to usage, are 

compatible with Article XIII D, § 6(b); it also indicated that the City failed to demonstrate that the tiers correspond to 

the actual cost of providing service at a given level of usage. 

He added, “While tiered, or inclined rates that go up progressively relation to usage are perfectly consonant 

with Article XIII D section 6, subdivision (b)(3), the tiers must still correspond to the actual cost of providing 

service at a given level of usage.”  The CA Appellate Court in this matter also stated, “As we will say numerous 

times in this opinion, tiered water rate structures and Proposition 218 are thoroughly compatible ‘so long as’ those 
rates reasonably reflect the cost of service attributable to each parcel.”  It is all about justification, added Mr. Diaz. 

This case also identifies that potable customers may be required to pay capital costs of a recycled water 

system where recycled water is a new source of water.  Government Code section 53750(m) states that water is part 
of a holistic distribution system.  The ultimate takeaway is that tiers rates are legal but more likely subject to legal 
challenge by holding in San Juan Capistrano; must justify the rate charged to each tier consistent with the cost service 
which may be difficult to do depending on how water is obtained.  Explaining the rate justification is to define how 
they’re tied to the respective tiers and how the agency came up with the tiers.  With that, City Attorney Christopher J. 
Diaz opened up the floor for questions. 

 
Mr. Valore asked if the City Attorney made a comment about a rate could be adopted but not fully 

implemented to which the City Attorney responded “correct.”  Mr. Valore presumed that adopted means it’s 
justified and that there’s a reason for it and it could be imposed.  He also presumed that if we don’t there are some 
penalty that we could incur somehow.  Mr. Diaz responded with an example that if the city needed to increase the 
water fee to $10 per parcel to get enough revenue, buy the water, and improve the infrastructure but the City 
Council felt bad that the rate is so high and said that they will adopt a $10 rate but will not implement the entire rate 
and let’s say they’re only going to implement $8 of the $10, they could do that but the penalty and the risk to the 
City is where are you going to get the other $2 from you’re essentially using either spending general fund money to 
fund the water system which means you’re cutting back for other services.  At the end of the day, you want that fee 
to basically provide enough revenue for you to run that entire water system and when you cut back from what that 
fee would be it has got to be funded somehow but it would essentially be from general fund revenue.  City 
Manager Williams interjected, a real example, let’s say on a Prop 218 vote it allows us to have that vote for 4 
years and there can be an escalation of water rates, and let’s say that we know that in 2 years Richard Santos and 
the Board over at the Santa Clara Valley Water District will try to raise water rates but it’s two years out so that 
would be a better example of where $8 in year one and two and we know that year three and four we’re going to 
get a rate increase and we passed that rate increase and still under the Prop 218 vote so it allows us to shift with 
the variable rates that we received from the Water District on an annual basis.  Mr. Valore commented that what 
he would be concerned about is, it’s known that the City needs to make some improvements on the system or 
needs to do maintenance on the system and rather than incur the wrath of the rate payers, the City purposely not 
increase the rate and therefore defer the maintenance or improvement of the system and at some point in time the 
City needs to pay the piper.  Mr. Williams said that essentially, what costs $100 today, two years from now it’s 
going to cost us $104.  Or by virtue of the fact by not having done the appropriate maintenance, the potential cost 
would be even more than if the City has done the maintenance all along. 

 
Mr. Marini commented that he understood that the City could raise the fees if you incur costs, but what the 

City did is increase the fee by 8%.  First, the City had the initial fee that went into effect and then the City increase 
it by 8% without any outside agencies saying that they are increasing their fees.  That means the City is just 
anticipating something when the actual event hasn’t actually occurred (the increased fees from the other 
agencies.)  Mr. Diaz responded that the rate increases might not have come in time from the wholesalers but 
there’s a lot of deferred maintenance in which what you’re seeing in that new fee is a lot of maintenance that the 
City has not had taken care of in the past but needs to be taken care of now.  City Manager politely asked the 
Chair to speak in response to Mr. Marini’s comments.  Mr. Williams said that City staff has communicated this 
information in several memos to him, that Mr. Marini’s Tier 1 rate went up and the higher tiers at that time because 
the San Jian Capistrano, City Attorney will tell Mr. Marini why City’s tiers were legal if that’s not clear to Mr. Marini, 
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his rates went up the other higher tiers went down.  So you keep saying, I’ve got it right here, some of our rates 
went from $5.29 to $4.75 on our flat rate.  So everybody went down to $5.13 rate, some rates did go down, it’s all 
on the Prop 218 ballot. 

 
Vice Chair Weinstein said he has 3-4 questions: a) what is the majority for rates imposed - parcel owners 

or registered voters?  Mr. Diaz responded that it is parcel owners or tenants, just one per parcel;” b) revenues 
derived from the fee charged shall not exceed funds required to provide property-related services.  Vice Chair said 
that he wasn’t clear that if you have a fee, does the City have an established overhead percentage that you add 
services?  The Vice Chair clarified his question by giving an example that if ratepayers get charged a fee of $10 
for water, does the City have an established overhead that they apply to all fees?  Mr. Williams asked if his 
question means that does the City have a standard 30% or 20%; Vice Chair said yes because the City has to pay 
for salaries and benefits.  City Manager said yes, and the goal is keeping the rates as low as possible; once we 
know a rate once we received the annual report from SFPUC and SCVWD, we won’t know what rates are going to 
be, they are like commodities, until the Board approves them.  He added that what we City staffs do to keep the 
rates low, we modify our fixed cost to adjust accordingly so the rates do not go sky high.  We may already look for 
infrastructure, we may not hire some water operators, etc. until we get stability and know what SFPUC and Water 
District’s rates are.  Municipalities who buy water from those sources constantly asked to give us forecasted rate 
schedule so cities can better plan, but they never provided those forecast schedules.  Vice Chair’s third question is 
regarding a service provided by the City’s Public Works Department prior to the City outsourcing that department 
where every 50 yards along a street, there is a valve in the street; Ms. Hawk said it’s called valve training program.  
Mr. Weinstein moved here in 1976, over the years, the City used to maintain those valves, but 5 years ago, we 
had an incident in the City where he was informed by a Public Works staff that the City does not maintain those 
valves any longer because the City cannot afford it.  What the Vice Chair would like to understand is that when the 
City Attorney talked about future issues having to deal with facts, it was a fact that the City used to maintain it, the 
City stopped maintaining it, and then there were some incidents where Public Works said that the City made a 
mistake even though that the City could not do it, the City needs to maintain that again but that there will be 
catching up to do; would that be one of the instances where Mr. Diaz is saying that the City needs to increase the 
maintenance and so while we may not have that charge today, but we know that catching up is going to take over 
the next two years; would that be something the PW Director would submit to the City Manager? 

 
To answer to the Vice Chair’s third question, Ms. Hawk said that staff has misspoke on the resource 

issue.  The valve training program was actually suspended due to the drought.  Most cities in the area stopped 
doing hydro-flushing and valve training to save water because the drought has been a very serious event; however 
most agencies and cities right now have restarted the program due to public’s health and safety needs.  The 
program was suspended for a short time but not due to resources issue but rather due to the drought.  Restarting 
the program is the direction the City is going and it is a top priority because it is public health and safety so the City 
will do what it can to allocate staff.  There are constantly additional mandates that are put up on the City with our 
drinking water permit and what requires to safely deliver water to the community.  That does include the need for 
us to add additional heads as the years go by with the drinking water permits modify when we get the new 
requirements put upon us to keep the water safe for the community.  The infrastructure question will be answered 
at another meeting. 

 
Mr. Manassau asked regardless of what we use for tiered rates now, would it be possible to legally come 

up with two rates.  One rate would be for basic human use requirements, water is a little different than other 
resource – you have to have it (have it to wash, eat, drink, but you don’t have to have it for landscaping) he thinks 
it would be possible to have one rate calculated based on a lower level of volume needed for smaller pipes, 
smaller pumps and then an additional calculation he would call “excess” with bigger pipes, bigger pumps would 
that be legal?  The City Attorney said that it would be a good question for the consultant to answer coming at the 
next presentation.  Mr. Manassau, asked if that could be done; City Attorney thinks we could but that the practical 
issue is if we do that, we’re putting one fee essentially for truly drinking water purposes on one parcel, if there’s 
excess with that, certain parcels do not want to pay for that excess we have to make sure that there’s no 
connection that that property could connect to which would essentially require the City to entirely reformulate the 
system.  Mr. Manassau does not mean to change the system, he wanted to see the rate of what should cost for 
lower usage. 

 
City Manager commented that is one of the confusing things that’s been going on is amount of usage to 

the cost of water.  That’s what the court says we can’t do that, we cannot set a tiered rate based on usage, we 
have to set tiered rate on how much it actually cost to deliver water to your meter no matter if you use one gallon a 
day or a million gallons a day, that unit of water is still the same price.  What the City Attorney is saying is 
technically, tiered rates are not illegal if you can study it and say by taking water up the hill it costs more money so 
the people that live up the hill we do a study and it says it costs more to deliver water up the hill than the it does in 
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the flat lands therefore people up the hill will have a higher price, a higher tier.  If we do a nexus study the higher 
volume users, it will cost less for us to deliver water on an economy scale.  Before social engineering entered the 
behavioral modifications of our society, the reason why we have tiered rates and they’re illegal is not because it 
costs us more to deliver water for people who use it more, we are trying to disincentivize water wasters and water 
hogs and so therefore our tiered rates, the more water you use, as an incentive for you to use less water, the 
higher it costs not because it costs us more to deliver water.  In the 1970’s, the City had two rates – two tiers.  The 
lower water usage was higher cost than the higher water users.  The higher water users have the economy scale 
and their cost per hcf was actually lower and it was based on 5,000 unit’s increments.  Potable and reclaimed 
water are totally different rates. 

 
Staff touched on cost allocations between funds and Mr. Manassau’s main concern is allocations between 

general funds and water funds.  The general fund is funded by taxes and the water fund is by fees; City Attorney 
agreed.  Mr. Manassau continued by saying, the City cannot increase taxes without a vote but you can increase 
fees without a vote.  These are two important differences; he asked what the requirement for basis of allocation is.  
Are they required to have a very good objective basis since it’s material cost or a survey is good enough.  Mr. Diaz 
responded that the law requires is that those funds be segregable from the general fund, they are not being co-
mingled, not being mixed or used in any shape or form and how the City then determines how much of that fund to 
use and what those costs are for should be consisted with the justification study that’s adopted by the City Council 
as far as fee increase.  This is the general legal requirement, keep them segregated, and document everything the 
funds are being used for.  City Manager Williams informed the task force that he does not want them to walk away 
confused and with misinformation, and that they wanted them to understand all information.  Mr. Williams wanted 
to not hear any Facebook posts with inaccurate information. 

 
Mr. Maglalang referred to the page 3 of the Executive Summary of the Water Rate Study from the initial 

meeting of the Task Force in November 2016 and asked if we can buy direct instead of third party wholesalers?  
PW Director Hawk mentioned that at the next meeting of the task force, there will be presentations from the two 
water sellers for further information.  But the reason why we can’t buy directly, is that long time ago, the pipes 
coming down from the Sierras and local reservoirs that are originally built are not owned and operated by the City 
of Milpitas, they are owned and operated by larger, regional entities of the state and those water are very closely 
overseen and regulated between the state and by these water entities.  There are 26 cities on SFPUC site, 
SFPUC provides water from Hetch Hetchy to the 26 cities in the Bay Area; SFPUC is the large entity that brings 
the water down from Hetch Hetchy.  We can then purchase water from them to give a good proportion of share so 
we can deliver water to the City.  That means, we can’t go directly to Hetch Hetchy, we want to buy that water 
because we don’t own the rights or we don’t’ have the rights that were given to them throughout the years with the 
infrastructure.  The same goes with the Santa Clara Valley Water District, they also operate reservoirs, and dams 
that we don’t operate, maintain or pay for but we do so through the wholesale rate.  The next meeting will have a 
huge discussion about their large scale infrastructure. 

 
Another question directed to the City Attorney was regarding 5 conditions of Proposition 218 on the 

Executive Summary compared to only 3 conditions on his powerpoint slides’ City Attorney Diaz said that all five 
conditions were covered in the powerpoint presentation tonight.  Mr. Maglalang asked when consultants were 
hired to come up with the numbers, did the City go through the conditions before coming up with numbers.  Did the 
consultant visit following the conditions such as: not to exceed the funds required for property-related services; not 
exceed proportional costs attributable to the parcel.  These are the two most important things to compute.  City 
Manager responded, yes they did and they came back with a fee higher than $5.13; we lowered our costs to 
deliver service because we knew that there’s only so much that people could afford and what would be 
reasonable, the fee could have been higher.  Ms. Hawk added that we did total costs and what we quickly realize 
is we couldn’t get there on our own, it’s very common to do major infrastructure project to look at financing it 
through bonds or loans so in order to get there and still do the rehabilitation necessary we also have to look to 
financing planning to take out debt in order to actually finance all of that to help that rate to keep as low as 
possible.  Mr. Maglalang asked if we’re talking about tiered rates, and Ms. Hawk said no, she’s talking about flat 
rate.  Chris Diaz clarified to the group that the five points listed on the Executive Summary are the justification 
study for the uniform flat rate City Council adopted in December 2015.  He added that what that report is laying out 
is that the City has done everything consistent with Proposition 218 giving you the parameter what that rate looks 
like based on the City’s compliance with Prop 218 but that is the justification study setting forth the City’s basis that 
as adopted by the City Council. 

 
Ms. Liz Ainsworth spoke about water rate study to be done and wanted to know if SFPUC did the same 

study before putting up the rate.  Ms. Hawk responded yes; Ms. Ainsworth wanted to know how the City of Milpitas 
ratepayers were represented.  City Manager answered that Director Richard Santos is the elected official at the 
Santa Clara Valley Water District and there are Assembly Member Kansen Chu and Senator Bob Wieckowski 
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representing the City of Milpitas in their respective districts.  Rate payers may send these elected officials their 
concerns or by attending public meetings of the board.  PW Director added that we do not have jurisdictional 
control but City staffs raise questions when we get the report.  Ms. Ainsworth asked about sewer and water rates 
as to what happens when.  City Manager Williams replied that these are totally two different enterprises.  Ms. 
Ainsworth asked if the rates are for delivery only to which City Manager Williams responded, delivery, purchase; 
and maintenance.  Liz commented that we can’t proportionalize where one uses more water.  Tom Williams added 
that it is all included in the $5.13 rate.  Ms. Ainsworth asked if SFPUC and SCVWD charge differently does it 
reflect the different level of payment.  Mr. Williams responded it’s a blended rate; Mr. Diaz & Ms. Hawk mentioned 
it’s approximately 72% of the $5.13 is just a weighted cost of the water that delivered to the City. 

 
Mr. Marini inquired about basis on which the fees are calculated that the City did not disclose the bonds; 

did not disclose the interest on the bond; did not disclose the cost to the bond, the yearly fees and the years of the 
bond.  The City did not disclose what it would cost the City of Milpitas residents for 30 years, $20 million additional 
dollars because the City got the bond.  City Attorney reiterated that court ruling stated that agency’s requirements 
are to disclose rate and the unit of measure.  Mr. Marini countered that by not disclosing it means you’re hiding 
information from the public.  City Manager Williams read a portion of the Notice mailed directly to the ratepayers 
and explained further that on the notice the City provided $1.30/customer.  This $1.30/customer yields x amount of 
dollars per year, that revenue then yields a size of a bond, our estimate is $25.5 million that is the payment 
capacity of a $1.30 so we could issue a $25.5 million bond.  We don’t know what the interest rate is, we don’t have 
an idea until we go to the market for the bond.  If the interest rate goes up, which they are because we’ve been 
delayed a year from issuing bonds and still $25.5 million payment capacity we have to pay more interest on the 
bonds then we have less bond proceeds to do our work.  Every delay this being caused as interest rates go up we 
have less bond proceeds to put back into the infrastructure because we’re paying more for our money; that’s why 
this delay is costing you money.  Director Hawk added that more importantly, there’s concern with City staff if we’re 
even eligible to get the bond at this time because of other legal implications right now.  Mr. Williams interjected 
that we can’t issue bonds because there’s pending lawsuits. 

 
Mr. Manassau commented that he doesn’t even know what the bonds are to be paid for.  Mr. Marini said 

that the cost has to be tied to the actual cost; how do you justify the cost when you’re reducing the irrigation fees 
from $4.08 down to $2.42, according to the water rate study, and charging the residents of Milpitas $10 million 
bond that they don’t even get the service for.  Mr. Diaz stated that he has gone through 2 cases during his 
presentation that specifically stated that we can impose the cost of recycled water infrastructure on a water 
ratepayer because it’s freeing up more drinking water thereby necessitating us to have to buy less water from the 
wholesaler for that entire system.  Mr. Marini rebutted that it is not the case; for example if the City’s population is 
increasing, the increased population is taking up all the free water and is being used so there’s actually no benefit 
for the rest of the residents and the City gets the biggest benefit.  Mr. Marini asked how it is justifiable when the 
City Attorney is saying that freeing up water so therefore it’s justifiable when the population is increasing and is 
sucking up all the free water.  At this point, Chair Chua reminded all members that they need stay within the 
workplan and that his question is related under the review of revenue that will come up in a later meeting date so 
that they all could stick to legal issues for this meeting.  City Manager Williams wanted to inform everyone before 
leaving tonight, that the City has been buying less water.  He continued that SFPUC gets less revenue as well as 
Santa Clara Valley Water District that’s why they have to increase their costs because they have fixed costs.  With 
less revenue and having fixed costs in order for them to continue to get the needed revenue to run their 
operations, etc. they have to increase the cost of water.  City Attorney said that what Mr. Marini was basically 
saying is the all new residential units coming in are sucking up all the potable water, he told Mr. Marini that he’d be 
happy to look at whatever evidence he has to document that statement. 

 
Chair Chua inquired when the presentation on what the rate payers are paying now is (what the cost of 

water.)  PW Director Hawk said it would be the meeting after next.  Vice Chair Weinstein asked what blended 
water is and does everybody in the City get the same water in their tap; Ms. Hawk said no.  He continued by 
asking if some residents get Santa Clara – San Jose and some gets San Francisco; Ms. Hawk said that it is 
correct, however it is important for everyone to understand the way a drinking water system works is it has 
pressure zones.  Pressure zones mean the water will fluctuate and sometimes need to move around the system in 
order to operate properly and provide reliability and safety during the fire and emergency events.  We do it 
throughout the year depending on what’s going on, sometimes the wholesalers have outages or emergencies 
happen, we have to push different water types into different areas within the City.  Mr, Wettenstein revised his 
question to: can everybody in the City, at one point or another, get water from any of the different suppliers or is it 
fed into place where the City distribute differently throughout the City.  Director Hawk said not because there are 
some constraints; she added that we can easily push SFPUC water throughout the entire City but it’s more 
challenging with Santa Clara Valley Water District because of hydraulics, but if we need to in an event of 
emergency, we could certainly operate certain valves but it’s rather challenging and certainly not one we 
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recommend doing on a regular basis.  Mr. Wettenstein asked if we pay different prices and Ms. Hawk said that we 
do as we don’t have control over their costs.  City Manager Williams commented that there’s room for SCVWD to 
cut their costs. 

 
Mr. Manassau made a comment that Hetch Hetchy (years ago) mostly goes to residential and the other 

mostly going to business and would like to know if that is still the case.  Mr. Williams said yes, and that the history 
of the City the way it was laid out, the Hetch Hetchy water went to the residential population which is mostly on the 
northeast of west side of the City and the industrial on the south side of the City is from SCVWD and residential 
from SFPUC.  Now that we have new development occurring, they are taking SFPUC but everybody is paying the 
same rate. 

 
Mr. Maglalang asked about supply and quality of water and wanted to understand what the difference is 

between the City’s fees compared to City of Santa Clara.  Ms. Hawk said that the City of Santa Clara that 2/3 of 
their water supply is from groundwater wells.  How about Sunnyvale?  Similar situation they have wells in addition 
to SFPUC and Santa Clara Valley Water District and they also have a larger recycled water portfolio.  Mr. 
Maglalang asked if we have wells.  City Manager said that we do but we only use them for emergency purposes 
only and not enough to feed the entire City.  Mr. Williams would like to point out to the task force that groundwater 
rights is through the Santa Clara Valley Water District.  Mr. Maglalang wanted to know if these lower rates cities 
buy less volume from Water District than we are, because of the wells they have.  Director Hawk responded that it 
depends on the population and size of the city so they could be purchasing just as much as more the population 
spread along with their diversified water resources.  Mr. Williams added that they can use their water supply to 
offset the higher cost of their payment to Water District.  Ms. Hawk said that it’s 10% of their water is SFPUC, 
another 20% is SCVWD, and almost 60-65% of their water is municipal-owned water wells.  In Mr. Maglalang’s 
last question he used Business’ Law of Supply and Demand; if State of California removes the drought system 
and we have an ample amount of water, can we lower the price?  City Manager Williams said that is a great 
question; the City can lower the price if the wholesalers lower the price.  At this point, Ms. Hawk informed the task 
force that at the February 21st Council meeting, Vice Mayor Grilli requested to place on the agenda for Council to 
consider a proposed resolution for water wholesalers not to raise their rates this coming because of the impacts of 
the recent rain. 

 
Chair Chua reiterated to all task force members that because this is an ongoing process and they don’t 

know the entire information, she strongly suggests for members not to post anything that they are not sure of.  
Vice Chair stated (and asked the City Attorney to clarify this) that the previous task force had an agreement that 
nobody can speak for the task force until they present the report.  Second of all, if they wanted to post anything on 
social media, post it as a citizen and not as a member of the task force because they shouldn’t be interpreting 
what anybody else says.  That is the rule that everybody agreed with.  Cahir Chua added that it is okay for the 
members to invite people at the meeting and voice their opinions.  Mr. Valore added that members should not turn 
this to adversarial situation because the idea here is to become informed and then upon becoming informed, draw 
conclusions.  To come to a conclusion before you’re fully informed is doing the people that are counting on us a 
disservice at this point.  So he suggested not to draw any conclusions at this point until they’ve gone through the 
full process and again not to turn this to an adversarial situation. 

VII. Adjournment 
The meeting was adjourned at 8:03 pm to the next Task Force Meeting on February 28, 2017, at 6:30 pm. 


