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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
September 21, 2010
TO:
Mayor and Councilmembers

FROM:
Water Resources Division, Public Works Department  
SUBJECT:
Sewer Lateral Incentive Program Modifications
RECOMMENDATION:   
That Council approve revising the Sewer Lateral Incentive Program by waiving City permit fees for City-mandated sewer lateral improvements and direct staff to revise Resolution No. 06-095 and the related Administrative Guidelines. 
DISCUSSION:
Background

The City of Santa Barbara owns and operates a 263-mile municipal wastewater collection system. Sewer mains in this system range in size from 6 to 42 inches in diameter.  Privately owned and maintained sewer laterals connect private property plumbing fixtures to the City’s wastewater collection system.  Staff estimates that there are more than 300 miles of these private sewer lateral pipes in use today.

In the fall of 2006, City Council approved changes to Chapter 14.46 of the Municipal Code to establish a sewer lateral inspection program and authorize implementation of an incentive program for private sewer lateral inspection and repair. The purpose of the incentive program was to encourage property owners to better maintain private sewer laterals by offering up to $2,000 reimbursement for repair or replace defective sewer laterals plus permit fees.  An incentive of $150 was offered for inspecting sewer laterals if the inspection video demonstrated that the sewer lateral was in good repair.

To offset anticipated costs of this incentive program, City Council approved a 2% rate increase in Fiscal Year 2008 with an estimated increased revenue of $235,000  and another 2% rate increase in Fiscal Year 2009 with cumulative estimated increased revenue of $484,100. Since Fiscal Year 2007, the increased revenue generated for this program totaled $1.2 million. The program expenditures to date total $3.9 million. A $1.5 million annual program would require a 7% rate increase to generate revenue necessary to support the program. 
During presentation of the Fiscal Year 2011 recommended budget, staff proposed a curtailment of the incentive program for fiscal year 2011 to address the imbalance of costs and associated revenue for this new program. Council directed staff to meet with stakeholders, evaluate alternatives for the incentive program, and return within ninety days to provide an updated recommendation regarding incentive program continuance.

Alternatives 

From various alternatives explored by staff over several months, two alternatives, incorporating key feedback from stakeholders, have been proposed for further consideration by Council.  Both alternatives provide property owners with a waiver from payment of a variety of City permit fees.  Upon approval by the Council of either of the alternatives to the incentive program suggested below, staff will revise Resolution 06-095 along with the Administrative Guidelines and return to Council for final approval.

Alternative 1. Waive City Permit Fees for City-mandated sewer lateral structural improvements.

This alternative waives current City permit fees for property owners who are required by City staff to inspect or repair private sewer laterals. Based on past experience, staff estimates that 75 property owners per year would be directed by City staff to inspect or repair their laterals.

The estimated annual cost for this alternative is $150,000. Remaining funds raised to support the incentive program will be applied back to the City’s existing Capital Improvement Program until such time as the excess expenditures on the incentive program are fully reapplied to the City’s Capital Improvement Program.
Alternative 2. Waive City Permit Fees for requested sewer lateral structural improvements up to an annual program cap of $250,000 per fiscal year. 
This alternative waives current City permit fees for all property owners who apply for City permits associated with private sewer lateral inspection and/or replacement work whether required by City staff or not. Procedural details need to be developed to determine how to implement the permit fee waiver process in an equitable manner.

The estimated annual cost for this alternative is $250,000. Remaining funds raised to support the incentive program will be applied back to the City’s existing Capital Improvement Program until such time as the excess expenditures on the incentive program are fully reapplied to the City’s Capital Improvement Program.
At their meeting of September 13, 2010, the Board of Water Commissioners voted 3/0 to support alternative 1 as recommended by staff.
BUDGET/FINANCIAL INFORMATION:

The Fiscal Year 2011 budget does not include allocated funding for the sewer incentive program.  Increases to rates to support the incentive program enacted in Fiscal Years 2008 and 2009 currently generate an estimated $524,000 per year of increased revenue.  Adopting an alternative that has annual costs of less than $524,000 would allow remaining revenue to be applied to address municipal wastewater capital needs. 

PREPARED BY:        Chris Toth, Wastewater System Manager/es
SUBMITTED BY:
Christine F. Andersen, Public Works Director
APPROVED BY:

City Administrator’s Office
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