City of Brisbane
Hgenda Report

To: City Council via City Manager

From: Administrative Services Director

Subject: Prop 218 mailing for water and sewer rate increase
Date: April 21,2014

Purpose:

To provide a safe and secure water and wastewater system to the community which is financially
viable.

Recommendation:

To direct staff to begin the Proposition 218 process for setting a rate for capital improvements for the
water and sewer system.

Background:

On August 13, 2001 the City Council discussed Ordinance No. 458 which set the process for
determining future water and sewer rate increases.

Subsequent to passing Ordinance No. 458, the California Supreme Court ruled that water and sewer
charges are property related and subject to Proposition 218, the Right to Vote on Taxes Act. As such,
we are required to notifily property owners regarding any increase and hold a public hearing at least 45
days later to allow time for community input. As a courtesy to our customers, we also notify renters of
the forthcoming change in rates.

The Utility Subcommittee over the last year has been studying both the capital improvement plan
(CIP) and a method to pay for the plan. The first portion of the CIP was brought forward and approved
by the City Council during the 2013/14 budget process. The approved CIP was for $5,000,000. The
discussion on how to pay for this amount centered around how best to allocate the payment of the
projects to both their useful life and the impact users have on the system.

Discussion:

In order to match the useful life of the improvments to the users who will be using them it was
determined a bond issue makes the most sense. The projects have a minimum 20 to 30 year life span.
A bond would be paid off over thirty years matching the life of the project to the life of the bond. The
benefit of the bond is it a relatively flat dollar amount paid each year. As general inflation increases
the relative cost of the bond decreases. In year’s when inflation is higher than the bond interest rate
(which happens in periods of rising inflation) the actual value of the money paid for the project could
be less than the original cost.



A second issue the Subcommitee discussed was how to ensure there is a steady flow of income
regardless of the water used. The current rate structure with tiered rates based on water usage is
heavily dependant on higher water users. If they cut back due to a recession, as we saw over the past
few years, or due to a drought, as we may see in the future, our ability to make bond payments may be
jeopardized. The Subcommittee decided that a flat monthly fee would resolve this issue. However,
this leads to the third aspect of the rates which is how to make heavier users of the system pay more.

This issue was the one which the Subcommittee spent the most time on. They reviewed a number of
different funding models including a flat fee based on meter size, a flat fee based on user class, and a
fee linked to the amount of water used during the year. There were a number of permetaions which
staff provided City Council for each category.

The Subcommittee wanted to ensure lower water would pay the least for the improvements for two

reasons; first, it would mean people who currently are very aggressive at reduding their water usage
would not feel penalized by the new rates, and second the more water used in the system the greater
demand this puts on the system and causes the need for the repairs the system needs.

Attachment 1 shows the Subcommittee’s recommended rate structure.

Fiscal Impact:

The cost of doing a Prop 218 mailing is approximately $2.000.

Measure of Success

The measure of success is balancing the government driven costs for safe water and properly handled
wastewater with rates that are allocated fairly.

Attachments:

Attachment 1 Proposed Rate Structure
Approved FY 2013/14 CIP for Utility Fund

Stuart Schillinger Clay Hy‘fé{ine
Administrative Services Director City Manager
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Recommended rate structure to pay for approved Capital Improvement Program

Units of Water used

Number of users in 2013

Proposed Rate

Total Revenue Generated

(bi monthly billing cycle) (in Dollars) (in Dollars)

0 223 10 2,230
1 89 12.5 1,112.50
2 87 15 1,305
3 69 175 1,207.50
4 99 20 1,980
5 115 22.5 2,587.50 |
6 90 25 2,250
7 117 27.5 3,217.50
8 102 30 3,060
9 117 32.5 3,802.50
10 118 35 4,130
11-19 units 528 38 20,064
20-40 units 177 50 8,850
>40 units 167 65 10,855
Grand Total 66,651.50

Attachment |
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