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CITY OF SANTA BARBARA

FINANCE COMMITTEE AGENDA REPORT

AGENDA DATE:

July 11, 2006
TO:



Finance Committee
FROM:


Water Resources, Public Works Department
SUBJECT:

Pilot Rebate Program For Private Sewer Lateral Repairs
RECOMMENDATION:
That the Finance Committee: 
A.
Recommend to Council a Fiscal Year 2007 Wastewater Fund pilot rebate program for private sewer lateral inspections or repairs in accordance with the following criteria:

· For single-family through three-unit properties, a per-property rebate for half the cost of sewer lateral repairs, up to $2,000; and 
· Where the sewer lateral is in good condition, a rebate in an amount of up to $150 for sewer lateral inspections.

B.

Recommend an initial funding level of $200,000, and fund the pilot rebate program for Fiscal Year 2007 from the Wastewater Fund Reserves.
DISCUSSION:
At the regular City Council meeting of May 9, 2006, Council directed staff to finalize a draft ordinance that would require homeowners to have sewer laterals inspected at various times, including when there is a suspected problem with the lateral, or when a substantial addition is planned.  Council also requested staff to develop an incentive program to provide financial incentives for homeowners to inspect, and if necessary, repair their sewer laterals.  The purpose of this agenda item is to receive final direction from the Finance Committee members regarding the total amount of money that should be allocated to rebates for a Sewer Lateral Inspection Program, as well as receiving direction about how that money should be distributed. 
The management, operation, and maintenance of the wastewater collection and treatment systems are funded by customer rates.  In Fiscal Year 2007, rates paid by City rate payers will account for approximately $12,116,000 of the approximately $13,000,000 annual revenues to the City’s Wastewater Fund.  
The remaining revenues comes from connection and buy-in fees, service fees from the County of Santa Barbara for the Mission Canyon area, and a small amount from interest on reserve funds.  The ten-year financial revenue and expenditure projections call for 4% per-year increases for the 10-year planning horizon to fund needed capital expenditures and increasing operational costs.  Even with the planned rate increases, given the cost of the program of work identified in the 10-year projections, staff estimates that fund reserves will decline below the Council policy levels by Fiscal Year 2010.  Funding for an incentive program to rebate property owners who repair or replace laterals was not included in the program of work on which the 10-year financial projections are based.  Staff will develop a new 10-year financial projection as part of the development of the next two-year financial plan for the Wastewater Fund that will include updated costs, including a continued incentive program, if so directed by Council.
Earlier presentations to the Ordinance Committee and the City Council have explained the importance of inspecting, maintaining, and repairing private sewer laterals, including:

· The interconnectivity of privately owned sewer laterals with City owned sewer mains means that problems developing in the laterals on private property are often transferred or extend into the community owned public sewer.  Most commonly, the problems from private properties are roots blocking the public sewer line and high flows during wet weather.

· Roots from private laterals can cause problems in the public main in two ways: they can grow directly into the sewer line, eventually blocking flow; or they can be dislodged by plumbers who come to clear the private line and are unable to recover the removed roots. Under this scenario, the roots usually travel downstream in the sewer line to the next manhole, where they lodge in the pipe, causing a blockage and possibly a spill. 

· High flows during wet weather are caused both by illegally connected outdoor drains (unless they are covered and do not receive any runoff, all outdoor drains should flow to the storm drain) or from rainwater moving through the soil and leaking into sewer lines through bad joints or cracks in pipes.  This is referred to as infiltration.  Because laterals are typically fairly shallow, infiltration can occur rapidly. 
Providing incentives for property owners to fix their laterals will reduce the problems in the City’s system and, therefore, has value to the public as a whole.  Although the cost to replace or repair a lateral can vary greatly depending on site specific issues such as the length and depth of the line, replacement costs typically run between $4,000 and $8,000.  
Some sanitary districts have adopted incentive programs to encourage homeowners to repair laterals.  Those in California have followed the same approach and rebate half the cost of the lateral replacement up to $2,000.  
Recommended Pilot Rebate Program
The need to balance the public benefit of funding a rebate program with the many demands on the Wastewater Fund lead staff to recommend funding a pilot rebate program for sewer lateral repairs at $200,000 in Fiscal Year 2007.  Starting with a pilot program will allow staff to collect information on the level of demand for this program, as well as assessing any oversights in the incentive program.  Reimbursement would be limited to property owners of single-family homes through three-unit parcels.  This is anticipated to best target funds to homeowners rather than to commercial properties.  
Based on the experience of other sanitary districts, the recommended rebate amount for lateral replacement or repair is half the cost of repairs, up to $2,000.  This will afford approximately 100 lateral replacements per year.  Low income property owners are also eligible for low interest loans through the City’s Housing Rehabilitation Loan Program. 
Staff also recommends providing a rebate of up to $150 to property owners who inspect their laterals and find them to be in good condition – not requiring repair.  Frequently, plumbers will waive the cost of inspection if the property owner contracts with them to make needed repairs. 
Staff proposes that the money be available on a first come, first served basis.  The $200,000 for this program is not included in the 2007 budget and will have to come from Wastewater Fund reserves.  Staff proposes the incentive program be reevaluated as the Fiscal Year 2008 budget is developed.  If Council wishes to fund a continuing rebate program, Fiscal Year 2008 and beyond, the planned 4% annual rate increase will be reassessed to ensure the added cost of funding the incentive program is covered and policy reserve levels are met or exceeded.
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