MONTARA WATER & SANITARY DISTRICT

Serving the Communities of Montara and Moss Beach
P.O.Box 370131 Tel: (650) 728-3545
8888 Calbrillo Highway Fax: (650) 728-8556

Montara, CA 94037-0131 E-mail: msd@coastside.net
Visit Our Web Site: http://www.mwsd.montara.com

May 11, 2007

RE: SEWER SERVICE CHARGES
Dear Property Owner,

A recent California Supreme Court case involving Proposition 218 requires local
governments to notify property owners of certain proposed rate increases, including
sewer service charge rates. The Montara Water and Sanitary District will hold a public
hearing to consider revisions to its sewer service charges and fees and any written
protests to the revisions on the date and at the time and place as follows:

Date: Thursday, July 5, 2007
Time: 7:30 p.m. or as soon thereafter as may be heard
Place: Boardroom
Montara Water and Sanitary District
Administrative Offices
8888 Cabrillo Highway
Montara, CA 94037-0131
(Adjacent to the Pt. Montara Lighthouse & Hostel)

A comparison of the current rates with the proposed revisions is set out in this letter. As
you will note, the proposed revisions cover generally a two-year period with maximum
amounts specified for the various categories of fees and charges. If the maximums are
adopted, then the actual rates would be established by a separate ordinance or
ordinances adopted by the District Board over the two-year period, the amounts of which
would not exceed the maximums and would depend upon estimated costs of operation
of the sewer system with reference to revenues received. However, in no event would
the actual amount of the rates established exceed the estimated costs of operating the
system. The District anticipates that the initial adjustment to the rates would occur in July
2007 and not be at the maximums. Thereafter, following periodic reviews, further
adjustments may be made that would take effect during the two-year period to reflect
cash flow demands of the District. The last anticipated adjustment would remain in effect
unless and until revised pending further review of the revenue-cost status of the sewer
system. Likewise, the maximum rates would remain in effect, subject to further revision
following the same notice and hearing procedure described herein. As stated before, in
no event would the rates exceed estimated costs or the maximums.

The major reasons for the Sewer Service Charge increases include:



» Increase in charges by the Sewer Authority Mid-Coastside. The District
contracts with the Sewer Authority Mid-Coastside (SAM) for the maintenance of
sewer pipelines, pump stations and the sewer treatment plant in Half Moon Bay.
Its contract cost to the District may increase by about 18% next year due
primarily for the need of a new underground storage tank to hold sewage during
peak rains to prevent sewage from overflowing into the ocean.

» Renovate two ocean pump stations. The sewer pump stations, one at the end
of Kanoff Street and Highway 1 and the other at the end of Niagara Street,
require major renovations. The District has obtained a Clean Beaches Initiative
Grant for part of the cost, but the remaining $1 million must be paid for over a 20-
year period through a low-interest loan from the State of California.

Revenues from the proposed rate increases will be used for the foregoing
improvements. Additionally, the proposed rates include an annual inflationary factor of
4% to defray estimated increases in operational costs.

Property owners may submit written protests against the proposed fees and charges
either in advance of the hearing or at the hearing. A protest must include identification of
the property involved by assessor parcel number or address. Any such protest should be
addressed to the District Board, Montara Water and Sanitary District, P.O. Box 370131,
Montara, CA 94037. If written protests are submitted against the proposed fees or
against a particular fee by the owners of a majority of the parcels identified by the
District, the fees or fee will not become effective. If a majority of property owners do not
submit written protests against the fees or a fee, upon adoption of an ordinance enacting
the fees or fee, they will become effective.

Sincerely,

George F. Irving
District Manager



SCHEDULE OF PROPOSED SEWER SERVICE CHARGES

(Over the next two years rates would be revised in amounts depending on cash flow needs not to exceed
the maximum rates shown for 2007-2009. The District will not enact the maximum increase the first year,
but will attempt to equalize the rate increase over a two year period. At the end of the second year the most
recent rate will remain in effect pending further review of the sewer system@® financial condition. Likewise,
the maximum rates will remain effective unless and until revised using the same written notice and protest
hearing procedure followed for these proposed 2007-2009 maximums.)

Occupancy Use Rate Current Rate Maximum Rate

Category (2007 thru 2009)**
Residential $22.35 per HCF* $30.42 per HCF
Restaurants $40.54 per HCF $55.18 per HCF
Motels/Hotels $24.03 per HCF $32.70 per HCF

Offices

$19.76 per HCF

$26.89 per HCF

General Commercial

$21.41 per HCF

$29.14 per HCF

All Other Commercial

$23.29 per HCF

$31.70 per HCF

Schools

$20.12 per HCF

$27.38 per HCF

Hospitals/Convalescent
Hospitals

$22.48 per HCF

$30.60 per HCF

All  Other Institutional
and Industrial

Determined
Individually

Determined
Individually

*HCF=Hundred Cubic Feet
** Actual rate to be determined at periodic intervals during 2-year period to reflect changes in operational
costs and cash-flow demands. Initial adjustment is anticipated to be made in July 2007 with the last
adjustment to remain in effect unless and until revised after further review of the sewer enterprise®
(system@®) financial condition. Minimum bill is based on 16 HCF usage during wet weather months.

HOW DO | CALCULATE THE BILL IMPACT OF THE PROPOSED SEWER
RATES?

Your annual sewer service charge for occupancy uses corresponding to the categories
specified previously is equal to the applicable rate times the cubic feet of water
consumption attributable to such property per annum divided by one hundred.

The DistrictOssewer service bill is collected annually and is included in the CountyOs
property tax bill.

Step 1: Find your rate category. Most properties are considered residential.
Step 2: Determine your water consumption during wet weather months (November thru
February). You will find the consumption information in past water bills (November thru

February).

Step 3: Estimate your sewer bill under the proposed rates.
(November thru February) by the proposed sewer rate.

Multiply the water usage



A sample calculation for a typical single family residence appears in the box below:

Estimate your annual sewer bill under sewer rates proposed to become effective by FY
2008/9

Step 1: Find your category
Residential

Step 2: Consumption Charge
(Assume wet weather water usage of 16 HCF.)
16 HCF multiplied by $30.42 per HCF equals $486.72

Step 3: Total Sewer Bill
Total Sewer Bill for Year: $486.72

What do the District® sewer service charges pay for?

= On-going expenses to operate and maintain the wastewater system and to account for and
bill customers.

= On-going expenses for chemicals, equipment and supplies needed to operate the wastewater
enterprise.

= Capital expenditures to repair, replace, and upgrade wastewater treatment, storage and
collection facilities.

= Repayments of long-term borrowing to fund construction and installation of new capital
facilities and improvements.

Visit our web site for more information: www.mwsd.montara.org




