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THIS NOTICE PROVIDES INFORMATION ABOUT PUBLIC HEARING
A POTENTIAL INCREASE IN THE SEWER SERVICE Monday, July 12, 2010
CHARGE AND A PUBLIC HEARING AT WHICH at 12:00 noon
PUBLIC COMMENTS WILL BE CONSIDERED AND At the District Office
THE PROPOSED INCREASE VOTED ON BY THE 500 Davidson Street

_DISTRICT BOARD OF DIRECTORS. ) Novato, CA 94945

Potential Residential Rate Increase

A public hearing has been set for July 12, 2010 at which the District Board of Directors may adopt
increased sewer service charges. District residential rates are charged in three tiers according to
water use in winter. Winter water use generally reflects the amount of water that is used indoors and
drained to the sanitary system. The maximum potential increase being considered is 8.7% or as follows:

* The low water use rate could increase from $279.20 to $303.20 or by $24
e The moderate water use rate could increase from $464 to $504 or by $40
e The high water use rate could increase from $833.60 to $905.60 or by $72
The new charge would be effective July 1,2010 and first appear in the fall 2010 property tax bill, if adopted.

Potential Non-Residential Rate Increase

Non-residential customers sewer service charges are based on three factors: 1) square footage of the
building; 2) water use in winter; and 3) strength of the wastewater and cost to treat it. Non-residential
rates, therefore, vary. However, the potential increase for all residential and non-residential customers
is the same, 8.7%. A separate notice with more details on non-residential rates will be sent to non-
residential property owners. Copies of the non-residential notices are available on the District website
and by contacting the District.

How to Protest

In accordance with Proposition 218, protests against the proposal must be submitted in writing, must
identify the owner(s) of the property or properties for which the protest is entered and be signed by the
property owner. E-mail protests will not be accepted. If written protests against the proposed change
of sewer rates are presented by a majority of owners of parcels affected, the District cannot approve
the change.

If you have questions or comments about the potential change in rates or wish to protest:

Address the Directors: Phone: Write:

Attend the Public Hearing 415-892-1694 Novato Sanitary District
on July 12,2010 at 12:00 Fax: 500 Davidson Street
noon at the District Office. 415-898-2279 Novato, CA 94945

500 Davidson Street E-Mail:

Novato CA 94945 manager@novatosan.com




Financial Plan Developed for

Either Decision by the Public

This June voters will decide in a referendum (Measure F) between two
alternatives: whether to adopt a contract with a private firm to operate the
District’s new treatment plant, or not to adopt the contract, in which case
the treatment plant will be operated by public employees with the help of
consultants. In order to be prepared, the District developed budgets and
studied rates for both possible outcomes of the referendum. The District
determined the cost of starting up and operating the new treatment plant
to reliably meet regulatory requirements and to continue to protect water
quality, the environment and public health.

* |fthe contractis not adopted by the referendum and the District operates the treatment plant
using public employees and consultants, the rate study indicates a rate increase of 8.7%
is required.

 |fthe contractis adopted by the referendum and the treatment plant is operated by a contract
operator, the rate study indicates that no rate increase is required.

Potential Rates Developed by Independent Finance Review

Novato Sanitary District retained independent public finance advisors to conduct a review of the
District’s revenue and expense projections for the facilities and operations next fiscal year. The review
also developed the recommended level of sewer service charges needed to adequately fund capital
facilities expenses, operations and maintenance costs, and financing costs. Details of the Bartle Wells
Associates Sewer Service Charge Report dated May 6, 2010, including budget information by cost
category, are available on the Novato Sanitary District’s website at www.novatosan.com.

The Bartle Wells Report and other consultant studies project that if the treatment plant is operated by
public employees with outside consultant assistance, the estimated costwill be $1.17 million more for 2010-
2011 than if the plantis operated by the contract operator. Additional information concerning engineering
cost projections for contract and non-contract operations may also be found at www.novatosan.com.

Projected expenses for all other District operations categories for 2010-2011 are estimated to be
identical with either the contract or non-contract option. These categories include water recycling,
administration, engineering, capitalimprovements, borrowing costs and collection system maintenance.

Future rate increases may be necessary to fund future capital expenditures and to cover increasing
regulatory requirements.

Alternative Viewpoints

Some opponents of contract operations and Measure F dispute the cost savings projected by the
District and its consultants under the contract operations approach, and may disagree with the
projected need for a rate increase if the contract is not approved.

Some proponents of contract operations and Measure F believe the cost savings projected by the
District and its consultants under the contract operations approach, and may agree with the projected
need for a rate increase if the contract is not approved.

We encourage interested members of the public to independently evaluate the information provided
by opponents, proponents and the District. Additional public information regarding the adversarial
positions and differing views is contained in the Districts Board minutes and other documents
included on Novato Sanitary District's website, as well as in the community.

State-Mandated Procedure for Rate Changes

The procedure for increasing sewer charges is mandated by the provisions of State Proposition 218.
Proposition 218 requires—among other things—that a notice of proposed rates be sent to property
owners at least 45 days before the required public hearing. In addition, the County sets deadlines for
preparing and submitting rates for inclusion in the property tax bills. To meet those deadlines, the District
must hold its public hearing no later than July 12. This requires that the legal notice be mailed by May 28,
and prior to the June 8 election that will decide whether or not the contract for managing the treatment
plantoperationsis affirmed. This notice, therefore, presents both options: with and without a rate increase.




