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AGENDA DATE: March 10, 2015 
 
TO: Mayor and Councilmembers 
 
FROM: Water Resources Division, Public Works Department 
 
SUBJECT: Public Hearing Regarding Proposed Water Rate Increases For Fiscal 

Year 2016  
 
RECOMMENDATION: That Council: 
 
A. Hold a public hearing, as required by State law, regarding proposed rate increases 

for water services for Fiscal Year 2016; and 
B. Provide direction to staff regarding any changes to the proposed Fiscal Year 2016 

water rates. 
 
DISCUSSION: 
 
Proposition 218, approved by California voters in 1996, requires that customers of a 
utility be notified of the proposed rate increase through the agency’s regular billing 
statement or by direct mail sent to the billing address, and that a public hearing be held 
prior to the adoption of the rate increase.  A rate increase can be adopted unless a 
majority of the customers submit written protests.  Accordingly, the Notice of a Public 
Hearing regarding the water rate increases (Attachment 1) was sent directly to 
customers in January 2015. The notices were also posted on the City’s website. As of 
the writing of this report, thirty written protests on the proposed rate increases have 
been received. Additionally, it is estimated that about 1,350 of the mailed notices 
contained an error in the address made by the City’s contracted mailing service due to 
the servicer’s determination that the column showing “C/O” or “ATTN” was non-
essential addressing information, causing exclusion from the address.  Of the 1,350 
addresses with this error, 60 notices have been returned undelivered.  Staff has 
determined to count all 60 of the returned notices as written protests.  Therefore, the 
total number of written protests received as of the writing of this report is 90. 
 
On May 20, 2014, Council declared a Stage Two Drought Condition (Stage Two) in 
response to the ongoing drought, and upon conclusion of the driest three-year period in 
local records.  Stage Two is the second of three stages in the City’s Water Shortage 
Contingency Plan.  Among other things, Stage Two response measures include the 
development and adoption of a drought water rate structure that reflects increased costs 
associated with responding to the drought and targets a 20 percent reduction in 
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customer water demand.  The drought water rates went into effect on July 1, 2014. At 
the time, there were significant available reserves; therefore, approximately $7.2 million 
of reserves were planned to be used for drought-related expenses including 
supplemental water purchases, groundwater well projects, and the Cachuma 
Emergency Pump Project. 
 
Since adoption of Stage Two, staff has continued planning for continued drought 
conditions.  Without sufficient rainfall by spring 2015, the next steps in drought planning 
include Council’s decision to reactivate the City’s Charles Meyer Desalination Plant 
(Desalination Plant) which was originally constructed in 1991-1992 during the previous 
severe drought.   
 
Proposed water rates have been developed with the assumption that the Desalination 
Plant will produce 3,125 acre-feet per year (AFY) of water, beginning in fall 2016.  Once 
the drought condition subsides, the Desalination Plant could be placed in standby mode 
producing a minimal amount of water sufficient to keep it in a ready state.  Annual 
operating costs are estimated at approximately $5 million per year for production at 
3,125 acre-feet per year and approximately $2.5 million per year for standby mode. 
 
Capital costs for reactivating the Desalination Plant are estimated at approximately $32 
million; however, there are significant unknown potential costs. Final project costs will 
be unknown until a few weeks prior to the award of the contract to design, build, and 
operate the Desalination Plant, scheduled for June 2015. Staff recommends that the 
water rates provide the flexibility to generate sufficient revenues to cover up to $40 
million in capital costs for the Desalination Plant should proposals to design and build 
the Desalination Plant come in at that range. These substantial added costs require an 
update to the Water Fund Financial Plan and increased Fiscal Year 2016 water rates 
that are sufficient to generate the revenues needed to cover these costs.  
 
Fiscal Year 2016 water rates, as well as the water rates for Fiscal Year 2015, were 
developed by Raftelis Financial Consultants, Inc., in compliance with California’s 
Proposition 218.  Any adjustment to water rates must be made in compliance with 
Proposition 218 requirements, which is known as the Right to Vote on Taxes Act and 
includes the requirement that rates may not exceed the estimated cost of providing 
service, and must be reasonable, fair, equitable, and proportional.  
 
Fiscal Year 2016 rates have been designed to encourage continued conservation, while 
also providing sufficient revenues to meet operating and debt service requirements in 
order to maintain compliance with obligations to holders of City bonds. There are no 
substantial reserves available above Council policy for use in Fiscal Year 2016 (in 
contrast to Fiscal Year 2015). Therefore, water rates need to be increased to cover the 
full cost of service, which includes funding of the water main replacement program 
(based on Council policy to replace 1 percent of the pipe system annually), as well as 
the added costs that are attributable to the reactivation of the desalination plant. 
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Proposed Fiscal Year 2016 water rates are anticipated to be adopted in March 2015, in 
order to qualify for loan requirements for the Desalination Project. Before taking effect 
on July 1, 2015, water rates will be re-assessed based on available information on the 
actual cost of desalination, the projected Fiscal Year 2016 budget, and the Fiscal Year 
2015 ending reserve balance. If, at that time, it is determined that water rates can be 
lowered, the Fiscal Year 2016 water rates will be resubmitted for adoption prior to taking 
effect on July 1, 2015. Adopted water rates can be adjusted down from the proposed 
water rates noticed in January 2015, but they cannot be increased without new  noticing 
per requirements of Prop 218.   
 
Water Commission Review 
On January 12, 2015, the Water Commission received a presentation from staff and 
provided policy input on the proposed Fiscal Year 2016 water rates. The Water 
Commission also discussed policy input on the proposed rates at its meetings on 
August 11, 2014 and October 13, 2014.  
 
Public Meetings 
Staff hosted public information meetings on drought, desalination, and water rates on 
February 18, 2015 and February 26, 2015.   
 
Council Review 
On January 13, 2015, Council received a presentation from staff and provided policy 
input on the proposed Fiscal Year 2016 water rates.  Council also provided policy input 
on the design of the proposed rates at its meetings on September 23, 2014 and 
December 9, 2014. 
 
 
ATTACHMENT: Notice of Public Hearing for Proposed Increase in Water Rates 
 
PREPARED BY: Joshua Haggmark, Water Resources Manager/KD/mh 
 
SUBMITTED BY: Rebecca J. Bjork, Public Works Director 
 
APPROVED BY: City Administrator’s Office 
 
 
 



1 

 

Date:  Tuesday, March 10, 2015, 2:00 p.m. 
Place:   City of Santa Barbara Council Chambers, City Hall 
  735 Anacapa Street, Santa Barbara 

NOTICE OF PUBLIC HEARING 
PROPOSED INCREASES IN CITY OF SANTA BARBARA WATER RATES 

FOR FISCAL YEAR 2016 

 

CHECK OUT THE WATER RATE CALCULATOR AT:  

WWW.SANTABARBARACA.GOV/WATER 

 

Drought Update 
 

Due  to  an  extreme 
drought,  with  the  driest 
three  consecutive  years  in 
recorded  history,  City 
Council declared  a  Stage 2 
Drought  condition  on May 
20,  2014.  This  enacted 
mandatory  water  use  re‐
strictions  and  required  a 
City‐wide 20%  reduction  in 
water use. 
 

Without significantly above 
average  rainfall  in  the win‐
ter of 2014/15 water short‐
ages  are  expected.  City 
Council is therefore consid‐
ering additional mandatory 
restrictions  and    reactiva‐
tion  of  the  City’s  Charles 
Meyer Desalination Facility 
in order  to meet  the City’s 
water  supply  needs  (see 
enclosed Drought FAQs  for 
more information). 
 

The  City  continues  to  ask 
residents and businesses to 
reduce  water  use  through 
extraordinary  water  con‐
servation. Water Conserva‐
tion  Program  staff  is  here 
to  help.    For  assistance 
identifying water conserva‐
tion  opportunities,  sched‐

ule  a  free  water  checkup 
by calling (805) 564‐5460. 

Usage Level  Monthly Usage 
(HCF) 

Existing Bill  Proposed Bill  Difference 

Low  4  $27.34  $40.29  $12.95 

Moderate  12  $78.46  $108.37  $29.91 

High  32  $319.06  $439.85  $120.79 

PROPOSED CITY DROUGHT WATER RATES   
You are receiving this Notice because our records indicate that you are a City of Santa Bar‐
bara utility customer.  This Notice describes the proposed water rate increases and explains 
how you can participate in the process. (Note: if you are not a City water customer, please 
disregard this Notice.) 
 

During  a  drought,  the City  relies on  its  customers  to  conserve  remaining water  supplies 
through extraordinary measures. At the same time, the City faces increased costs to main‐
tain  essential water  service,  including more  expensive  capital  and  operating  costs  to  in‐
crease water supplies from groundwater, water purchases and, potentially, desalination.  
 

The City is proposing increased water rates to provide revenue needed to fund the costs of 
providing safe and reliable water service, even in times of drought. 
 

How were drought water rates determined? 
In 2013 the City’s water rate structure was revised based on a Rate Study that used a rate 
model to evaluate water rates. To account for financial impacts from the drought, the City 
has been working with an expert rate consultant to update the rate model.  The 2015 up‐
dated model: 
 Promotes extraordinary water conservation to reach at least a 20% City‐wide reduction; 
 Ensures revenue stability; 
 Is fair and equitable; and 
 Reflects the actual cost of service, as required by Proposition 218. 

 

The    rate model has been updated  to  reflect  the  cost of  reactivating   and operating  the 
City’s Charles Meyer Desalination Facility (Desal). The final costs of reactivating Desal may 
be  lower than the costs the City estimated for this rate notice. Actual water rates may be 
imposed at a lower rate than described in this notice, pending receipt of final project costs.  
 

How will the proposed changes impact my water bill? 
The water bill is made up of two key components: a volumetric charge (based on tiered wa‐
ter usage) and a fixed meter charge. The table below shows the maximum rate impacts for 
single‐family homes with various levels of usage and a 5/8” meter. The next page shows 
maximum rates for all tiers of usage and meter sizes. Customers are encouraged to use the 
online water rate calculator to see how the new rates could impact their bill. 

 

PARA INFORMACIÓN EN 
ESPAÑOL, LLAME AL  
(805) 564‐5343. 
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  Current  Proposed 

Customer Class Tiers ($/HCF)  ($/HCF) 

Single Family  
Residential 

First 4 HCF $3.28 $4.20 
Next 12 HCF $6.39 $8.51 
All other HCF $13.44 $18.59 

Multi‐Family  
Residential 

First 4 HCF (per dwelling unit) $3.28 $4.20 
Next 4 HCF (per dwelling unit) $6.39 $8.51 
All other HCF $13.44 $18.59 

Commercial /  
Industrial 

100% of base allotment $5.32 $6.53 

All other HCF $11.61 $15.24 

Irrigation – Residential &  
Commercial 

100% of monthly water budget* $6.39 $8.51 

All other HCF $13.44 $18.59 

Irrigation ‐ Recreation/Parks/
Schools 

100% of monthly water budget* $2.79 $3.70 

All other HCF $13.44 $18.59 

Irrigation – Agriculture 100% of monthly water budget* $1.56 $2.43 

All other HCF $13.44 $18.59 

Recycled Water All HCF $2.24 $2.96 

Outside City Limits Percentage of corresponding in‐City rates                                       130%                                                

TABLE 1 – PROPOSED MAXIMUM WATER RATE CHANGES  (1 HCF (Hundred Cubic Feet) = 748 gallons).  

TABLE 2 – PROPOSED MAXIMUM MONTHLY METER CHARGES 

  5/8”  3/4”  1”  1 ½”  2”  3”  4”  6”  8”  10” 

Current  $14.22  $20.23  $32.23  $62.24  $98.25  $212.28  $380.32  $782.43  $1,442.60  $2,282.82 

Proposed  $23.49  $34.19  $55.61  $109.14  $173.38  $376.82  $676.61  $1,393.98  $2,571.74  $4,070.71 

 

Go to WWW.SANTABARBARACA.GOV/WATER for more information 

*What is a Monthly Water Budget? 
The monthly water budget for  irrigation accounts  is a calculation of Tier 1 allotment based on the property’s  irrigated 
landscape area and the monthly watering needs of plants.  Please call (805) 564‐5460 for further details. 

How do I protest? 
If you wish to protest any of the above increases, please deliver your protest signed and in writing, including your 
name and service address, to the City Clerk of the City of Santa Barbara at 735 Anacapa Street, Santa Barbara, CA, 
93101, prior to or during the City Council’s consideration of this item on March 10, 2015.  (If you wish to submit your 
protest during the public hearing, please deliver it to City Staff in the Council Chambers).   Protests are public re‐
cords.  
 
 

When do the drought rates take effect? 
City Council will consider adopting drought rates on March 17, 2015 (one week after the public hearing). The new 
rates will be effective starting July 1, 2015. See enclosed Drought FAQs for more information. 
 

How do I stay informed? 
Attend public Meetings on February 18 & 26, 2015 at 6:00 PM, City of Santa Barbara Council Chambers. 
Watch City Council meetings live online at www.CityTV18.com, or tune into City‐TV Channel 18. 
 Explore updated information on drought conditions, conservation, and rates at www.SantaBarbaraCA.gov/Water 
 Contact City staff at (805) 564‐5460.  
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Goals of Rate Study 
 Provide sufficient revenue for:  
 Water Operating & Capital needs  
 Drought-related projects  
 Desalination Plant 

 Distribute costs consistent with Prop 218 
requirements 
 Incentivize Water Conservation 
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Cost of Desalination 
 Plant Capacity: 3,125 AFY 

 Rate Study Assumptions: 
 $40 M capital cost 

• 10 year payback at ~6% interest 

• $5.3 million per year 

 $5.2 M operating cost (full production) 

 $2.5 M operating cost (standby mode)  
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Financial Plan 
Parameter Projected 

FY15 FY16 FY17 FY18 FY19 
Capital 7.7 15.0 8.9 10.6 7.3 
Operating   33.4 34.2 35.4 35.5 37.0 
Debt Service 5.1 5.1 10.4 10.4 10.4 

Total Expenditures 46.2 54.3 54.7 56.5 54.7 

Total Revenue 39.0 54.3 55.5 58.4 59.6 
Reserves Funding (7.2) (0.0) 0.8 1.9 4.9 
Revenue Increase 6% 39% 2% 5% 2% 

City of Santa Barbara  •  Public Works Department 5 

 All values in million of dollars, except as noted (%). 

*Average FY20-22 capital expenditures ~ $7.2 million 

 



Reserve Balance 
Parameter Projected 

FY15 FY16 FY17 FY18 

Reserve Balance 
(Ending Balance) 

19.5 19.3 20.1 22.0 

Reserve Policy 
Requirements 

16.8 18.9 17.6 18.6 

Surplus/Deficit  2.7 0.4 2.5 3.4 
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*All values in million of dollars. 

 



City Policies   

 General Plan and Water Supply Plan: 
 Aim to sustain agricultural use,  

 Promote parks and public spaces, and  

 Provide affordable water for basic health and 
sanitation needs  

 Tier 1 Rate for corresponding customer 
classes is representative of lowest cost water 
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Projected Water Use 
(Normal) 
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Projected Water Use  
(20% reduction) 
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Proposed Fixed Rates 
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Meter 
Size 

Current Proposed Difference 
from 

Current Non-Desal Desal Total 

5/8” $14.22 $14.31 $9.18 $23.49 $9.27 

3/4” $20.23 $20.42  $13.77  $34.19  $13.96  

1” $32.23 $32.67  $22.94  $55.61  $23.38   

1 1/2” $62.24 $63.26  $45.88  $109.14  $46.90  

2” $98.25 $99.97 $73.41 $173.38 $75.13 



Proposed Volumetric Rates 
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Volumetric Water Rates Current July 2015 Change 
SFR 
  Tier 1 First 4 hcf $3.28 $4.20 +$0.92 
  Tier 2 Next 12 hcf $6.39 $8.51 +$2.12 
  Tier 3 All other hcf $13.44 $18.59 +$5.15 
MFR 
  Tier 1 First 4 hcf $3.28 $4.20 +$0.92 
  Tier 2 Next 4 hcf $6.39 $8.51 +$2.12 
  Tier 3 All other hcf $13.44 $18.59 +$5.15 
Commercial/Industrial 
  Tier 1 Base allotment $5.32 $6.53 +$1.21 
  Tier 2 All other hcf $11.61 $15.24 +$3.63 

hcf: hundred cubic feet 

 



Proposed Volumetric Rates 
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Volumetric Water Rates Current July 2015 Change 
Irrigation – Residential/Commercial 
  Tier 1 100% of allocation $6.39 $8.51 +$2.12 
  Tier 2 All other hcf $13.44 $18.59 +$5.15 
Irrigation – Recreation/Parks/Schools 
  Tier 1 100% of allocation $2.79 $3.70 +$0.91 
  Tier 2 All other hcf $13.44 $18.59 +$5.15 
Irrigation – Agriculture 
  Tier 1 100% of allocation $1.56 $2.43 +$0.87 
  Tier 2 All other hcf $13.44 $18.59 +$5.15 
Recycled Water $2.24 $2.96 +$0.72 
Outside City Limits 130% 130% 

hcf: hundred cubic feet 

 



Summary of SFR Monthly Bill 
Usage 
Level 

Monthly 
Usage, 
HCF 

Existing Proposed Difference 

Low 4 $27.34 $40.29  $12.95 
Average 12 $78.46 $108.37  $29.91 
High 32 $319.06 $439.85  $120.79 
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HCF: hundred cubic feet 

 



Rate Comparison 
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Financial Uncertainty 
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 Drought duration 

 Cost of desalination 

 Predictions versus behavior 

 Rates will be re-assessed this spring 
and again next year 

 

 

 



Public Process 

 Aug 2014:  Initiate Rate Study & Preliminary  
   Input from Water Commission (WC) 

 Sep-Jan:   WC and Council Policy Input 

 Jan 2015:  Present Proposed Rates;   
   Prop 218 Noticing 

   Feb 2015:   Two Public Meetings 

 Mar 2015:  Public Hearing and Adoption of FY16 
   Rates (effective July 1, 2015) 
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Public Process 
 3 Water Commission Meetings 
 3 City Council Meetings 
 2 Public Information Meetings 
 Written Protests 
 44 letters received 
 82 due to returned mail 
 126 Total 
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Public Hearing 
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End of Presentation 
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