PUBLIC HEARING A

To: City Council via City Manager

From: Financial Services Manager

Subject: Water and Sewer Rate Public Hearing
Date: July 18, 2011

Purpose:

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

Recommendation:

Staff recommends an increase of 7% in the water readiness charge, 335% increase in the water usage
rate and 4% increase in sewer rates and to continue the no increase for customers who are on the City’s
Low Income Rate Assistance (LIRA) Plan.

Backeround:

In 2001 the FCS Group determined that water and sewer rates needed to be increased over 200% in
order to pay for on-going costs as well as needed capital projects. As part of the review process
Council directed staff to develop a method to ensure annual rate increases would be as level as
possible. Staff recommened and City Council approved Ordinance No. 458 which would allow for an
inflationary factor in automatic rate increases to further ensure the financial integrity of the Utility
Fund.

On August 13, 2001 the City Council discussed Ordinance No. 458 which set the process for
determining future water and sewer rate increases. Additionally, the proposed Ordinance
recommended that all cost increases from San Francisco be passed on to customers to ensure that the
City would not again fall as far behind in water and sewer rates as it had by 2001.

Since then, the City has raised rates seven times for a total increase of 186% in water and 173% in
SEWET.

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 notifiy property owners regarding any increase and hold a public hearing at least 45
days later to allow time for community input. The letter was sent out May 20, 2011 and public
comment was allowed at the July 5™ City Council meeting. After the July 18, 2011 presentation,
additional public comment will be heard.

In February and March of 2011, the subcommittee reviewed the proposed increase from SFPUC and
directed staff to bring the information to the City Council.



We have not increased water and sewer rates since 2009 and our single source provider, San Francisco Public
Utility Commission (SFPUC) has raised our water rates bry over 38% during this period. SFPUC is doing an
earthquake retrofit of the Hetch Hetchy pipeline, the major source of water for the cities on the Peninsula, and
that cost is shared by all of is customers.

DISCUSSION:

The City of Brisbane purchases its water from SFPUC. As such, we need water rates that cover our
cost of water as well as the cost of the infrastructure. SFPUC 1s increasing the cost of water by 38.4%.
This is in addition to the 15% the City did not pass through previously. Ordinance 489 states the City
will pass through to customers the increase in the cost of purchasing water. If we were to pass these
increases through to our fixed charge and our tiered rates there would be an 18.6% rate increase.
However, staff recommends increasing the fixed charge by 7% and the tiered rates by 35%. This will
increase the cost for bigger water users and therefore encourage additional conservation.

The anticipated increase in sewer processing is 5% along with the 6% increases that have not been
passed on for the last two years. Wastewater processing makes up about 1/3™ of the budget so a 4%
mncrease would be needed to be passed through.

Because of our bi-monthly billing, we do not intend to increase the rates until January 2012 which is
billing the October-December period. .

Recent legislation allows us to process a Prop 218 vote and then pass on rate increases and cost of
living increase for five years without any additional mailings. Staff recommends that we go with this

procedure,

Fiscal Impact:

For the average residential water and sewer user (10 units per two months) the proposed increase
would be $15.54 or §7.77 a month for water and $3.86 or $1.93 sewer. The total bimonthly bill for
water would be $78.13 and sewer would be $99.72.
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