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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
June 5, 2007
TO:
Mayor and Councilmembers

FROM:
Water Resources Division, Public Works Department

SUBJECT:
Public Hearing Regarding Proposed Utility Rate Increases
RECOMMENDATION:  
That Council hold a public hearing, as required by Proposition 218, regarding proposed utility rate increases for water, wastewater, and solid waste collection services for Fiscal Year 2008.
DISCUSSION:
As discussed with Council during the development of the Fiscal Year 2008 budget, staff is recommending increases in water, wastewater, and solid waste collection fees for Fiscal Year 2008.  Proposition 218, approved by California voters in 1996, requires that property owners be notified of planned rate increases and that a public hearing be held.  Rate increases can be adopted unless a majority of property owners submit a written protest.  Accordingly, the attached Notice of Public Hearing has been mailed to 21,028 property owners.  At the public hearing, staff will advise Council as to the number of written protests filed.  In addition to the required written notices, a notice about proposed rate increases has also been posted on the City’s web site and in the May edition of the City’s water bill insert.  On April 9, 2007, the City Water Commission reviewed the water and wastewater budget proposal and recommended adoption of the proposed water and wastewater rates.  
Water and Wastewater Rates
For water service, an across-the-board increase of 3.5% is proposed for all monthly service charges and metered water usage.  This is consistent with the long-term financial plan developed to maintain the City’s water system, to fund needed infrastructure rehabilitation projects, and to keep pace with rising costs due to inflation.  Major capital projects include design and permitting for reconstruction of the Ortega Groundwater Treatment Plant, design of advanced treatment facilities at Cater Water Treatment Plant, ongoing water main replacements, rehabilitation of the recycled water filtration system, feasibility studies for the hydroelectric plant reconstruction, and capital maintenance work on treatment and distribution facilities.   With the recommended rates, the average single-family residential water customer, using 12 hundred cubic feet per month, would see an increase of less than $2 per month, from $55.34 to $57.28 per month.
For wastewater service, an across-the-board increase of 6% is proposed for all monthly base charges and unit rates.  This represents the 4% annual increase that has been identified for long-term needs of the Wastewater Fund, plus an additional 2% to fund incentive payments for the recently enacted Sewer Lateral Inspection and Repair Rebate Program.  Major capital projects in the Wastewater Fund include ongoing reconstruction of treatment facilities, pursuant to the El Estero Wastewater Treatment Plant Strategic Plan, and ongoing rehabilitation and replacement of collection system pipes.  The increase for the average single-family residential customer would be a little under $2 per month, from $28.09 to $29.81.

Combined water and wastewater service rates for the average single-family residential customer have increased at an average annual rate of about 2.5% since 1993, which is approximately equal to the inflation rate for that period, as represented by the Consumer Price Index.

Water and Wastewater Buy-in Fees
Buy-in fees are paid by new customers connecting to the water and wastewater systems.  The fee represents a “buy-in” to the equity (infrastructure, reserves, and other assets) that has been funded by existing customers.  Once new customers have paid the buy-in fee, they are considered to be on equal standing with existing customers, and can equitably be served at the same rates.
An updated inventory and valuation of the City’s water and wastewater infrastructure was conducted in the past year to more accurately assess the value of the assets of the two systems.  Based on this analysis, the value of the facilities has been increased and buy-in fees are proposed to increase accordingly.   For a single-family residential 5/8” meter connection, the buy-in fees are proposed to increase from $2,039 to $2,805 for water and from $1,418 to $2,240 for wastewater.  Buy-in fees for larger meters are proposed to increase in proportion to the flow rate of the meter.  Currently, buy-in fees for wastewater customers previously served by septic systems are discounted by 50%.  Under the proposed rate resolution, this discount would continue for the next two years, after which staff expects to recommend the discount be allowed to expire.  
Solid Waste Collection Fees
Solid Waste fees apply to collection of trash, greenwaste, commingled recyclables, and other miscellaneous pick-ups of solid waste.  Increases of up to 3.58% are recommended, based on contractual requirements to compensate the haulers for increases in the cost of doing business.  Under the proposed rates, basic residential service (one trash can) would increase from $23.79 to $24.65 per month, and would continue to include free collection of greenwaste and commingled recyclables.
SUSTAINABILITY IMPACT:
City water rates have long been structured as inclining block rates (increasing unit rate with increased usage) to promote water conservation.  Additionally, the City requires separate water meters for each dwelling unit, which allows water users to directly monitor their water use.  Wastewater rates are set to fund capital and operating costs for a system that can reliably collect and treat wastewater to the rigorous standards needed to protect human health and the environment.  Solid waste rates include 32 gallons of free greenwaste and up to 96 gallons of free commingled recyclables, and also fund the implementation of the Solid Waste Strategic Plan aimed at maximizing solid waste diversion from landfills.
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