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Town Council Staff Report

To: Mayor and Town Council

From: Richard Stranzl, Finance Director

Meeting Date:  January 2, 2007

Subject: Public Hearing ~ First Reading and Intention to Adopt Ordinance Number

370-07 to Increase Water and Sewer Rates and Amending Municipal Code
Sections 13.40.040 and 13.64.040

Background:

This item is for Public Hearing and First Reading on the Ordinance to amend our Water and
Sewer Service Charges and Rates. At the Town Council meeting of Tuesday, September 5,
2006, Town Council received the Water and Sewer Rate Study, and provided Staff with direction

concerning future rate adjustments.

Discussion/Analysis:

The following sections provided information regarding: the schedule and timetable of actions
with respect to the adjustment of rates; the 2006 Water and Sewer Rate Study; financial
statements of the Water and Sewer operating funds; and the overall objectives of the proposed

rate adjustments.

1. Schedule of Proposed Actions

At the meeting of September 5, 2006 the Council accepted the Study and its recommendations
and directed Staff to prepare the ordinance that would proceed with proposed overall rate
adjustments of 7% for Water, and 5% for Sewer, and authorized Staff to proceed in accordance
with the schedule of proposed actions delineated in the following table.

TABLE I SCHEDULE OF PROPOSED ACTIONS

Receive direction from concerning rate adjustment September 5"
Letter to Rate Payers November 17"
Publish Notice of Public Hearing & Protest Hearing December 7"
Publish Notice of Public Hearing & Protest Hearing December 14"
Public Hearing, Ordinance, First Reading January 2"
Public Hearing, Ordinance, Second Reading January 16"
Rate Adjustments effective February 16"
Rate Adjustments impiemented billing period ending April 30"

The process to adjust rates is done in accordance with State laws — within the guidelines of
Proposition 218 (California Constitution Article 13D) and subsequent court decisions pertaining
thereto. A Notice of Public Hearing was twice published in Yountville Sun, and a letter
(attached) to the ratepayers was mailed on November 17th. An Ordinance amending the rates is
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required; therefore Introduction and Second Reading (adoption) are scheduled for January 2™
and January 16" respectively. Upon adoption, the new rates become effective 31 days later —
February 16", Staff would then implement new rates during the March 1*' to April 30th billing
cycle. To increase water and sewer rates, the Town must hold two public hearings and provide
notice of these meetings at least 14 days prior to the first hearing.

All required notices have been provided, and the proposed ordinance has been prepared for
introduction tonight.

2. Water & Sewer Rate Study

The Water & Sewer Rate Study presented by Foresight Consulting Services (FCS) at the Council
Meeting of September 5, 2006 included several recommendations concerning the water and
sewer rate structure and the financial stability of the water and sewer enterprises as we move

forward.

The leading recommendations of the Study are outlined in the following table:

‘Proposed-Action - ol
Modified tiers and rates are presented in the
draft ordinance.

A conservation-oriented

water usage.

rate structure for

Financial alternatives that result in a phasing
out of the General Fund Subsidy

Pending analysis of emergency water supply
issues. The subsidy remains unchanged.

Cost-of-service adjustments that change how
costs are allocated among and within customer
classifications,

Base water and sewer service fees are
modified in accordance with cost-of-service
principles, and presented in draft ordinance.

Status of the surcharge on outside water rate

Reduce tier rates to 25% differential to in-

Town residential rates, and presented in draft
ordinance,

Reduce commercial classifications from 5 to
3, and presented in the draft ordinance.
Modified sewer strength (load) factors are
presented in the draft ordinance.

customers.

Reducing the number of commercial sewer
classifications.

Changing the percentage of water usage
applied to non-residential (commercial) sewer
strength charges based on current water usage
and wastewater plan records.

Establish a rate stabilization fund for the water
enterprise.

Administrative action required.

Where feasible, Study recommendations are addressed and changes are included in the draft
ordinance. This proposed change in rates for service and usage is not now presented as part of a
multi-year plan for rate adjustments. This adjustment is intended make basic structural changes
to the rates now, and Staff plans to bring forward a multi-year plan for rate adjustments, as
recommended in the study, in the next fiscal year. The changes associated with the proposed rate
adjustment begin to address in the short-term, the leading recommendations of the Study.
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3. Financial Status of Water & Sewer Operating Funds:

The adopted operating budgets for both the Water and Sewer Enterprises are based on rate
structures that are periodically adjusted to recover operating costs, depreciation expenses, and to
develop adequate reserves to fund capital requirements, as well as for unforeseen contingencies

that may arise in operating each enterprise,

3A Financial Status of the Water Operating Fund

Included herein is financial information for the Water Operating Fund. The data is presented in
two tables, as an Income Statement of estimated revenues, expenditures, and changes in fund
balance for fiscal years 2005-06 (final) and 2006-07 (as budgeted). Also included is discussion
information concerning the trend in the cost of our NBA/Kern Watcr Rights, the ongoing
General Fund subsidy transfers to the Water Enterprise, and the debt service component now
reflected in the water rates.

=  Water Operations - Fiscal Year 2005-06 - Final

Table 3 outlines Water Operating Fund activity in fiscal year 2005-06. The table shows the
extent to which current revenues, including the General Fund subsidy, were again insufficient to
balance the Water Operating Fund.

TABLE 3. WATER OPERATING F
Fiscal Year 2005-06 - Actual -

The Water Fund operated in
deficit - by $178,500. The final

deficit, following the subsidy and [ Fund Balance (Opening) $ 106,000

capital transfer, was $23,400. Revenues (exclude Interest) $526,100
Expenses (exclude Depreciation)

Year-end fund balance declined Operations & Maintenance $ 173,400

by $23,400 to $86,000, this is a Water Purchase & Conservation 531,200

12% reserve for fund expenses, Total Expenses $ 704,600

and less than our goal of a 25%

reserve for expenses, Net Operating Surplus (Deficit) - 178,500

Other Sources (Uses)

The overall cost of purchasing
water increased by $30,300, or Investment Earnings 3,500
6.3% from fiscal 2004-05. Transfers In, from General Fund 205,000
Transfers Out, Water Capital Fund - 50,000
The General Fund subsidy of : , :
$205,000 represented 29% of |Adiusted Operating Surplus (Deficit) - 23,400
Fund Balance (Closing) $ 86,000

operating expenses.

* Water Operations - Fiscal Year 2006-07 - Budget
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