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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
June 11, 2013
TO:
Mayor and Councilmembers

FROM:
Water Resources Division, Public Works Department


Environmental Services Division, Finance Department 
SUBJECT:
Public Hearing Regarding Proposed Utility Rate Increases For Fiscal Year 2014
RECOMMENDATION:  That Council:

A. Hold a public hearing, as required by State law, regarding proposed utility rate increases for water, wastewater and solid waste collection services for Fiscal Year 2014; and

B. Provide direction to staff regarding any changes to the proposed Fiscal Year 2014 utility rates.
EXECUTIVE SUMMARY:
Water rates recommended for Fiscal Year 2014 are the result of a comprehensive study that evaluated upcoming revenue needs for the Water Fund based on Capital Improvement Planning, reserve requirements, debt service, and operations and maintenance costs.  While some changes are proposed, rates have been designed to minimize customer impacts, while also providing adequate incentive to conserve water.  The recommended rates are anticipated to generate a 3% increase in water revenues. An across the board wastewater rate increase of 4% is proposed for Fiscal Year 2014, with a comprehensive rate study scheduled to evaluate rates for Fiscal Year 2015.

In February 2013, the City Council approved a new franchise agreement, including a new rate schedule, with MarBorg Industries, Inc. (MarBorg) for citywide solid waste collection. This rate schedule has been increased by 2.68% to compensate MarBorg for increases to the Consumer Price Index and to tipping fees charged for processing and disposal of materials collected by MarBorg.

Under the proposed rates, Single-Family Residential charges would remain similar or slightly less than those currently in effect. Residential customers with backyard can service and those that roll their carts (containers with wheels) to the curb would pay the lowest rate. Conversely, customers that do not wish to roll their carts to the curb will now be able to pay an additional charge for backyard cart service. 

In the Business and Multi-Unit sectors, all recycling, greenwaste and foodscraps containers are priced at 50% of the cost of equivalent trash containers. This is a reduction in the rate incentive for diversion, but will still allow customers to save money through recycling.  In general, customers that subscribe to numerous containers and/or frequent collection would pay proportionally more than those who subscribe to fewer containers with less frequent collection. 
DISCUSSION:
As presented to Council during the development of the Fiscal Year 2014 recommended budget, staff is recommending increases in water, wastewater and solid waste collection fees for Fiscal Year 2014. 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 prior to the adoption of rate increases. Rate increases can be adopted unless a majority of property owners submit a written protest.  Accordingly, the attached Notice of a Public Hearing was included with utility bills sent to the City’s utility customers during March and April 2013.  The notice was also posted on the City’s website.  As of May 21, 2013, one written protest has been received. 

Water Rates

The water and wastewater utilities are dependent on user rates to fund most of the operations, maintenance and capital improvements needed to keep the utilities functioning reliably and in compliance with federal and state regulations.  A comprehensive water rate study was completed during Fiscal Year 2012.   The last comprehensive study of water rates before that was conducted in 1994.  The cost of service analysis and rate review evaluated the City’s water rate structure for compliance with state law, and for its performance with helping the City meet water conservation goals and with fairly allocating costs between user categories.  The new rates were also used to create a comprehensive financial model and revenue plan.  The model and plan will be used for planning future rate increases that will ensure there is sufficient revenue for capital projects, operational and maintenance work, and debt obligations, while avoiding large rate increases.
Proposed changes to the existing water rate structure include: 
· Adjustments to the monthly meter fees; 
· Reduction in the Single-Family Residential Tier 2 allocation from 16 Hundred Cubic Feet (HCF) to 14 HCF;
· Reduction in the Multi‐Family Residential Tier 2 allocation from 8 HCF to 4 HCF per dwelling unit; 
· Slight reduction of the cost of Tier 1 commercial rates and Tier 2 residential rates;
· Significant increase to Tier 3 residential water rates, Tier 2 commercial rates, and Tier 2 irrigation water rates to encourage water conservation; and
· Changing the tier structure for Irrigation from three tiers to two tiers, with the first tier based on a monthly water budget sized to provide adequate supply for irrigation.
Although the changes to rates differ between user classes, the overall increase in revenues generated by the Fiscal Year 2014 rates is projected to be 3%. The increase will help support Water Fund capital projects, including the ongoing water main replacement program, rehabilitation of the recycled water filtration system, and capital maintenance work on treatment and distribution facilities.  With the recommended rates, the typical single-family residential water customer using 12 HCF of water per month would see a minimal increase of $0.06 per month, from $67.75 to $67.81.
Wastewater Rates

For wastewater service, an across-the-board increase of 4% is proposed for monthly base charges and unit rates.  This is consistent with the Council-approved 
ten-year financial plan for the wastewater fund, developed to support the ongoing operation, maintenance, rehabilitation, and improvement of the wastewater system. A principle goal of the plan is to perform required maintenance to maximize equipment lifecycles; to replace capital facilities as needed for the protection of the environment and permit compliance; and, to avoid higher costs and other impacts associated with deferred maintenance. The increase for the maximum bill to a single-family residential customer would be $1.57 per month, from $39.21 to $40.78.  A comprehensive wastewater study is planned for Fiscal Year 2014.
Solid Waste Rates
In February 2013, the City Council approved a new franchise agreement with MarBorg for citywide solid waste collection. The rates negotiated in February 2013 have since been adjusted by 2.68% to compensate MarBorg for increases in the tipping fees charged at Tajiguas Landfill and at the City’s foodscraps composter, and for an increase in the Consumer Price Index. The City is contractually obligated to compensate MarBorg for these increases. If approved by the City Council, the rate schedule would take effect on July 1, 2013.
The following notable changes have been made to the proposed Fiscal Year 14 rate structure when compared to those currently in effect for Fiscal Year 13:

Single-Family Residential Customers

 

· Surcharge for In-Place Service of Carts: The proposed rates for all carts (35, 65 and 95 gallon containers with wheels) assume that residential customers roll the carts to the curb for collection, as is currently required for cart service. Customers could alternatively opt for cart service in-place, but carts that are not rolled to the curb would be assessed a flat rate of $25.05 per month.   
· Greenwaste and Recycling Service: Under the new franchise agreement, Single- Family Residential customers receive an increased amount of up to 192 gallons of greenwaste service and unlimited recycling service included in their trash rate. As a result, Single-Family Residential customers that currently subscribe to a high level of recycling or greenwaste service may experience a slight decrease in their monthly bills under the proposed rates.
· Single-Family Residential Lifeline (low income): Customers would now pay the published rates, but would be exempt from the City’s 6% Utility Users Tax, similar to the water and wastewater billing structure.
 Multi-Unit Residential Customers

· Surcharge for In-Place Cart Service: The proposed rates for all carts (35, 65 and 95 gallon containers with wheels) assume that the residential customer roll the carts to the curb for collection, as is currently required for cart service. Customers could alternatively opt for cart service in-place, but carts that are not rolled to the curb would pay 30% more than the normal curbside rate.  [A small percent of customers are receiving in-place cart service under the current rates, and these customers will be able to elect can service or pay the premium charge for carts.]
· Financial Incentives for Diversion Containers: Under the existing rates, greenwaste and recycling containers range from approximately 25% to 50% of the equivalent trash container. Under the proposed rates, recycling and greenwaste containers are priced at 50% of the equivalent trash container. This is a reduction in the rate incentive for diversion.
· Dumpster Rentals: Under the proposed rates, customers would not be charged an additional rental fee for dumpsters. 
· Minimum Rate for Trash: The proposed rate is 12% lower than the current minimum rate.
Business Customers  

 

· Minimum Rate for Trash: The minimum charge for trash would increase by 32%, but the price for additional trash cans or carts would decrease.
· Financial Incentives for Diversion Containers: Under the existing rates, greenwaste and recycling cans and dumpsters are priced 17% and 31% of equivalent trash containers, respectively. Under the proposed rates, recycling, greenwaste and foodscraps containers are priced at 50% of equivalent trash containers. This is a reduction in the rate incentive for diversion.
· Dumpster Credit: Under the proposed rates, customers who own their dumpsters would no longer receive a credit on their bill. 
Customer Impacts 

 

Single-Family Residential customers who currently pay for additional greenwaste and/or recycling service and some Multi-Unit Residential Customers who currently pay the minimum service fee may experience lower rates in Fiscal Year 2014. Approximately one-half of Multi-Unit Residential customers would see an increase in their bill ranging from 5-15%.  Multi-Unit Residential customers with significant recycling and greenwaste in carts and cans and customers with frequent collection would experience the largest increases.   
Under the proposed rates, approximately 30% of existing Business customers would see a decrease to their monthly bill. Business customers who currently pay the minimum charge for trash service will see an increase to their monthly bill. As stated above, the price of diversion containers (recycling, greenwaste and foodscraps) would be set at 50% of the price of equivalent price of trash containers, which is a reduction in the current rate incentive to recycle. In the long term, Business customers who recycle more would continue to pay less than those that do not recycle. However, in the short term, Business customers that currently subscribe to substantial recycling, greenwaste and/or foodscraps service would see an increase to their monthly bills under the proposed rates. 
Water Commission Review
The Water Commission discussed the proposed changes to Water and Wastewater Rates at its meeting of January 14, 2013.  On May 13, 2013, modifications to the Water, Sewer, and Buy-In Fee Resolutions for Fiscal Year 2014 were presented to Water Commission, who recommended the proposed changes for submittal to the City Council. 

Finance Committee Review
On February 26, 2013, the Finance Committee received presentations from staff on proposed utility rate increases in water and wastewater. On May 14, 2013, the Finance Committee received a presentation from staff on the proposed changes to solid waste rates. The Committee made no recommendations. Rate and fee changes will be adopted by Resolution with the City’s 2014 Budget.

ATTACHMENT:
Notice of Public Hearing – Proposed Changes to City of Santa Barbara Utility Rates
PREPARED BY:
Rebecca Bjork, Water Resources Manager


Matt Fore, Environmental Services Manager

SUBMITTED BY:
Christine F. Andersen, Public Works Director 


Robert Samario, Finance Director 
APPROVED BY:

City Administrator's Office
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