CITY OF ATASCADERO CITY COUNCIL AGENDA

* COVID-19 NOTICE *

Consistent with Executive Orders N-25-20 and No. N-29-20 from the
Executive Department of the State of California and the San Luis Obispo
County Health Official’s March 18, 2020 Shelter at Home Order, the City
Council Meeting will not be physically open to the public and City Council
Members will be teleconferencing into the meeting.

HOW TO OBSERVE THE MEETING:

To maximize public safety while still maintaining transparency and public access,
the meeting will be live-streamed on SLO-SPAN.org, on Spectrum cable
Channel 20 in Atascadero, and on KPRL Radio 1230AM. The video recording
of the meeting will repeat daily on Channel 20 at 1:00 am, 9:00 am, and 6:00 pm
and will be available through the City’'s website or by visiting
https://slo-span.org/static/meetings-ATASCC.php.

HOW TO SUBMIT PUBLIC COMMENT:

Members of the public are highly encouraged to call 805-538-2888 to listen and
provide public comment via phone, or submit written public comments to
cityclerk@atascadero.org by 5:00 pm on the day of the meeting. Such email
comments must identify the Agenda Item Number in the subject line of the
email. The comments will be read into the record, with a maximum allowance of 3
minutes per individual comment, subject to the Mayor’s discretion. All comments
should be a maximum of 500 words, which corresponds to approximately 3 minutes
of speaking time. If a comment is received after the agenda item is heard but before
the close of the meeting, the comment will still be included as a part of the record of
the meeting but will not be read into the record.

AMERICAN DISABILITY ACT ACCOMMODATIONS:

Any member of the public who needs accommodations should contact the City
Clerk’s Office at cityclerk@atascadero.org or by calling 805-470-3400 at least 48
hours prior to the meeting or time when services are needed. The City will use their
best efforts to provide reasonable accommodations to afford as much accessibility
as possible while also maintaining public safety in accordance with the City procedure
for resolving reasonable accommodation requests.

City Council agendas and minutes may be viewed on the City's website:
www.atascadero.org.

Copies of the staff reports or other documentation relating to each item of business referred to on
the Agenda are on file in the office of the City Clerk and are available for public inspection on our
website, www.atascadero.org. Contracts, Resolutions and Ordinances will be allocated a number
once they are approved by the City Council. The Minutes of this meeting will reflect these numbers.
All documents submitted by the public during Council meetings that are either read into the record
or referred to in their statement will be noted in the Minutes and available for review by contacting
the City Clerk's office. All documents will be available for public inspection during City Hall business
hours once City Hall is open to the public following the termination of the Shelter at Home Order.
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CITY OF ATASCADERO
CITY COUNCIL

SPECIAL MEETING AGENDA

Tuesday, April 14, 2020

City Hall Council Chambers, 4th floor
6500 Palma Avenue, Atascadero, California

City Council Special Meeting: 6:00 P.M.

SPECIAL MEETING — CALL TO ORDER: 6:00 P.M.

COMMUNITY FORUM: This portion of the meeting is reserved for persons wanting to
address the Council on this Special Meeting Agenda.

MANAGEMENT REPORTS:

1. Proposed Sewer Service Rate Increases
= Fiscal Impact: Approving staff recommendations will generate an estimated
$400,000 in additional revenue from sewer service charges collected in

FY20/21 over FY19/20 amounts.

= Recommendations: Council:

1. Direct staff to administer the Proposition 218 majority protest process and
send out notice of the proposed increases to all property owners connected
to the municipal sanitary sewer system.

2. Cancel the Public Hearing on May 26, 2020 for the City Council's
consideration of the proposed wastewater rate increases.

3. Set a new Public Hearing on June 9, 2020 for the City Council’s
consideration of the proposed wastewater rate increases. [Public Works]

B. ADJOURN

Please note: Should anyone challenge any proposed development entitlement listed on this Agenda in court, that person
may be limited to raising those issues addressed at the public hearing described in this notice, or in written correspondence
delivered to the City Council at or prior to this public hearing. Correspondence submitted at this public hearing will be
distributed to the Council and available for review in the City Clerk's office.
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Staff Report - Public Works Department

Proposed Sewer Service Rate Increases

RECOMMENDATIONS:
Council:

1. Direct staff to administer the Proposition 218 majority protest process and send
out notice of the proposed increases to all property owners connected to the
municipal sanitary sewer system.

2. Cancel the Public Hearing on May 26, 2020 for the City Council’s consideration of
the proposed wastewater rate increases.

3. Set a new Public Hearing on June 9, 2020 for the City Council’s consideration of
the proposed wastewater rate increases.

REPORT IN BRIEF:

This report was presented to City Council on March 24, 2020 at which time the
Council directed staff to administer the Proposition 218 majority protest process,
set a public hearing for May 26, 2020, and send out notice of the proposed sewer
service rate increases and public hearing. Staff drafted a notice, which was sent
to the City’s printing and mailing vendor, MailStream.net, for distribution. However,
the vendor mistakenly printed and distributed the notice they had on file for last
year’s sewer service rate increase, whereby requiring the City to send a new notice
and set a new public hearing date, in order to meet the 45-day minimum written
notice requirements of Proposition 218.

The City is proposing to increase wastewater rates in order to accommodate the costs of
providing wastewater services due to a number of key factors including but not limited to
rising treatment and energy costs; impacts of regulation and legislation; and past and
continued critical upgrades and/or replacement of wastewater facilities and infrastructure.
Sanitary sewer rates for Atascadero customers have been increased only three times in
nearly 40 years. Increasing wastewater rates must comply with Proposition 218, which
requires certain procedures to be followed with regard to “property-related” fee increases
imposed by governmental agencies. This report provides the analysis for the rate
increases and identifies the procedures to implement the new rates.
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DISCUSSION:

Background
The City of Atascadero provides wastewater collection and treatment service for most

non-residential properties and a portion of the City’s residential population serving a
combined area consisting of approximately 2,000 acres of the roughly 15,000 acres within
the City boundary. Customers of the wastewater collection and treatment system are
comprised of approximately 5,000 parcels that include residential, commercial, and light
industrial customers. The remainder of the City’s population is served by on-site
wastewater treatment systems (septic systems).

The City of Atascadero assumed ownership and operation of the wastewater collection
and treatment system from the Atascadero County Sanitation District in 1982 shortly after
incorporation (1979). While there have been upgrades, modifications, and additions to
wastewater treatment facilities, the overall process has not changed significantly since
1982 and is considered a stabilization pond treatment system.

The wastewater collection system (also referred to as the sanitary sewer system) is
currently comprised of approximately 63 miles of four to 21-inch diameter gravity sewer
pipe, 1,460 manholes, 12 lift stations, 7 miles of four to 16-inch diameter forcemain, and
5,000 sewer service connections. This system has expanded since 1982 but still has
original pipes in service from the 1930’s.

Utilities that have customer water consumption data customarily use consumption during
winter months as a basis for the year-round sewer service charges at a volumetric rate.
Customers connected to the City’s sanitary sewer system are billed a fixed charge for the
City’s service to collect and treat the wastewater, which is called a sewer service charge
or wastewater service charge. This fixed rate methodology is used since the City is not
the water supplier and does not have access to individual customer water consumption
data without the customer’s consent. The fixed charge used by the City is based upon
Equivalent Dwelling Units (EDUs), where one EDU is the basis for a single family
residence (SFR) service charge, based upon an estimated average daily flow of 240
gallons of wastewater and wastewater strength provided by the residence. Other
connection users are assigned a multiple or fraction of an EDU based upon expected
average daily flow and strength of wastewater compared to that of SFR. For example,
an apartment or condo is 0.75 EDUs and charged 0.75 times that of a SFR service
charge, and a restaurant with less than 40 seats is four EDUs and charged 4 times that
of a SFR service charge. The City currently has about 8,400 EDUs in the system.

Sewer service charges are collected by placing a levy each year on the property taxes of
individual customers through San Luis Obispo County. The City provides data to the
County including the Assessor’s Parcel Number (APN) and the associated sewer service
charge being levied on the property. The charge is included as a line item on the
customer’s property tax statements. Revenue from sewer service charges are paid to the
City twice each year.

The sewer service charges have been adjusted only three times since 1982. Council
adopted the current monthly rate of $24.01 per EDU last year. Prior to that, the current
rates had remained unchanged since 1994.



ITEM NUMBER: 1
DATE: 04/14/20

Wastewater Rate Analysis

The City is dedicated to keeping rates low by maintaining lean staffing levels, absorbing
increasing operational and maintenance costs, and using reserves when necessary.
However, much like other utilities and services delivered to homes and businesses, the
costs involved to collect and treat wastewater have risen and continue to rise.

As part of the Wastewater Master Plan process, an independent engineering consultant,
MKN, assessed and analyzed the capital needs of the wastewater collection and
treatment systems. A Capital Improvement Program (CIP) was developed that identified
numerous capital facility replacements and upgrades to provide a safe and reliable
wastewater system. In addition to other projects, the most significant capital projects
identified consist of the Water Reclamation Facility treatment process improvements
totaling in excess of $23 million, and Lift Station No. 13 and Force Main project totaling
about $5.5 million. Both projects are expected to be completed within the next five years.
The CIP cost estimates exceed $52 million over the next ten years.

Tuckfield & Associates, an independent financial consultant, completed a comprehensive
wastewater rate study for the City’s wastewater enterprise in May 2019 (see attached).
This study analyzed the City’s wastewater services, wastewater enterprise revenue and
revenue requirements, and current rate structure. The study also analyzed and
determined the cost of providing wastewater services and their corresponding impacts to
customer’s bills. This analysis identified a number of key factors that result in the
proposed rates. These key factors include, but are not limited to:

e Rising treatment and energy costs
e Impacts of regulation and legislation

e Past and continued critical upgrades and/or replacement of wastewater facilities
and infrastructure

The wastewater rate study recommends increasing the current monthly sewer service
charge of $24.01 per SFR (or EDU) by $4.56 for a total monthly rate of $28.57. The report
further recommends similar percentile increases for each of the following years through
FY23/24. The table below shows the current and proposed FY20/21 sewer service
charges for the various connection user categories.
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CURRENT AND PROPOSED MONTHLY SEWER SERVICE CHARGES
EDU? Unit of Monthly Rate |
Classification Description Multiple Measure Current | Proposed®
Residential Fixed Charges
Single Family 1.00 {DwellingUnit{ $ 24.01 S  28.57
Apartment, Condo 0.75 iDwellingUniti S 18.00: S  21.43
Mobile Home 0.60 Spaces S 1441:S 17.14
Senior Apartment Unit 0.35 iDwellingUnit{ S 840 : S 10.00
Non-Residential Fixed Charges
Financial Institutions 2.00 Unit S 4803:S$ 57.14
Bars 1.50 Unit S 36.02:S 42.86
Carwash 7.50 Unit S 180.11:S 214.28
Churches/Meeting Halls
<150 seats 1.33 Seats S 3193:S 38.00
150 to 250 seats 2.66 Seats S 6387:S 76.00
>250 seats 3.00 Seats S 7215:S 8571
Commercial Unit 1.00 Unit S 2401:S 2857
Funeral Home 9.00 Unit S 21613 : S 257.13
Gas Station 2.00 Unit S 4802:S 57.14
Grocery Store > 10,000 sq. ft. 8.00 i 1,000sq.ft. | S 192.08 S 228.56
Gymnasium 10.00 Unit S 240.11:S 285.70
Laundry 9.00 Unit S 216.13:S 257.13
Motel (per room) 0.33 Room S 793:S 9.43
Office Unit 1.00 Unit S 2401:S 28.57
Rest Home (per bed) 0.35 Bed S 840:S 10.00
Restaurants
<40seats 4.00 Seats S 96.04:S 114.28
40to 60 seats 6.00 Seats S 14406 : S 171.42
61to 100 seats 8.00 Seats S 192.08: S 228.56
> 100 seats 10.00 Seats S 240.11:S 285.70
Schools (per student on Mar. 1) 0.05 Student S 120:S 1.43
Theater 4.00 Unit S 96.04:S 114.28
Veterinarians 3.00 Unit S 7204:S 8.71
Unlisted Uses’ 1.00 Unit $ 2401 S 2857

! Proposed Rates effective July 1, 2020

2 Unlisted uses are determined by use of fixture units from the California Plumbing Code or as by
means deemed appropriate by the City Engineer.

SEDU = Equivalent Dwelling Unit is the average daily flow of wastewater discharge from a
single family residence (240 gallons per day).

Staff analyzed what the current SFR monthly sewer service charge would be if Consumer
Price Index (CPI) values were applied each year since the last rate adjustment in 1993.
Using the Los Angeles-Long Beach-Anaheim area CPI values, the CPI-adjusted monthly
SFR sewer service rate would be $36.86 on July 1, 2019, an increase of $12.85 or 54%
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higher than the current $24.01 rate. The following graph compares the actual and CPI-
adjusted rates.

Monthly SFR Sewer Service Charge Comparison
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Tuckfield & Associates conducted a wastewater rate survey for neighboring communities
to the City of Atascadero. The rate survey includes rate schedules in effect in April 2019.
The following chart compares the City’s monthly sewer service charge for a SFR to those
neighboring communities at the same use for rates in effect February 2020. As the chart
depicts, the current and proposed FY20/21 monthly sewer service bill is among the lowest
in San Luis Obispo County.

Comparison of Single-family Residential Monthly Wastewater Bills
For Rates in Effect February 2020
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The study also analyzed capacity charges, or connection fees, that are one-time charges
paid by new customers as a capital contribution for capacity in the wastewater system.
These charges are similar to development impact fees and can be assessed to existing
wastewater customers requiring increased capacity to serve changes in their
development or use occupancy. The proceeds from capacity charges are a financing
source for future facilities. The study recommends a capacity charge of $5,584 per SFR
(or EDU) with an annual adjustment based upon the Engineering News Record
Construction Cost Index. The City Council adopted new capacity charges on
September 24, 2019, which went into effect on November 23, 2019.

The City has updated the customer database and performed a full audit and inventory of
all wastewater connection user classifications. The City and its consultants are
coordinating with Atascadero Mutual Water Company (AMWC) and utilizing water records
to complete a volumetric analysis of the water use patterns of the various groups of
connection user classifications. After this process, wastewater rates are recommended
to be re-evaluated and established for a four or five-year period, ideally FY21/22 through
FY25/26, with built-in CPI adjustments.

Proposition 218 Process

Sanitary sewer rate increases must follow the Proposition 218 majority protest process
that requires certain procedures be followed with regard to “property-related” fee
increases imposed by governmental agencies. Those rate increases are subject to a
“maijority protest” process that provides if a majority of the parcels subject to the City fee
protest the proposed rate increase, the City cannot impose the increase.

Proposition 218 requires that the City provide all properties receiving the sewer service
for which the fee is charged with a minimum of 45 days written notice prior to the City
Council holding a Public Hearing on a proposed rate increase. The property owners (and
record owners) have the ability to "protest” the proposed rate increase until the close of
the Public Hearing. If a majority of the parcels file written protests with the City prior to
the close of the Public Hearing, the Proposition states that the City cannot implement the
proposed increase. If a majority of the parcels do not protest the proposed increase, the
City Council has the authority to implement the proposed rate increase.

The majority protest process is part of the California Constitution (Article XIIID) and it is
mandatory that the City adhere to this voter-enacted process. As reference, the specific
relevant text from Proposition 218 is included below:

ARTICLE 13D (ASSESSMENT AND PROPERTY-RELATED FEE REFORM)

SEC. 6. Property Related Fees and Charges. (a) Procedures for New or Increased
Fees and Charges. An agency shall follow the procedures pursuant to this section
in imposing or increasing any fee or charge as defined pursuant to this article,
including, but not limited to, the following:

(1) The parcels upon which a fee or charge is proposed for imposition shall
be identified. The amount of the fee or charge proposed to be imposed upon
each parcel shall be calculated. The agency shall provide written notice by
mail of the proposed fee or charge to the record owner of each identified
parcel upon which the fee or charge is proposed for imposition, the amount
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of the fee or charge proposed to be imposed upon each, the basis upon
which the amount of the proposed fee or charge was calculated, the reason
for the fee or charge, together with the date, time, and location of a public
hearing on the proposed fee or charge.

(2) The agency shall conduct a public hearing upon the proposed fee or
charge not less than 45 days after mailing the notice of the proposed fee or
charge to the record owners of each identified parcel upon which the fee or
charge is proposed for imposition. At the public hearing, the agency shall
consider all protests against the proposed fee or charge. If written protests
against the proposed fee or charge are presented by a majority of owners
of the identified parcels, the agency shall not impose the fee or charge.

The Council created a majority protest process on May 14, 2019 (Resolution 2019-033)
that establishes procedures for the submission and tabulation of protests in connection
with rate hearings conducted pursuant to the requirements of Proposition 218. This
provides clarity and transparency in the City’s compliance with this process, and could
avoid invalidating proposed rate increases from minor technicalities or other challenges.

The City levies the sewer service charges to property taxes and the parcel owner is billed
by the County twice annually. Every party listed on the parcel ownership will be mailed a
notice. However, the City is only required to count one protest per parcel. Accordingly,
even if all parties listed on an individual parcel file a protest, only one protest shall be
counted for purposes of determining whether there is a majority protest.

Listed in the table below is the proposed schedule to implement the proposed rates:

April 14, 2020 Direct staff to administer the Proposition 218 process

April 14 - 24, 2020 Obtain current parcel owner data from County, prepare and print
Notices, and ready Notices for mailing

April 24 or before Mail Notices to wastewater parcel (and record) owners

April 25 — June 8, 2020 | 45 day requirement prior to election

June 9, 2020 Public Hearing and Protest Results; Council adopts New Rates

June 9 or 23, 2020 Council adopts Resolution to levy sewer service charges

July 9, 2020 New rates become effective (30+ days after adoption of new rates)

July 15, 2020 County deadline to levy sewer service charges to property tax rolls

In accordance with Title 7, Chapter 10 of the Municipal Code, the wastewater rates are
adopted by resolution. To avoid confusion, the City Attorney’s office recommends that
the new rates are not effective for 30 days following adoption.

Conclusion

The City has operated the wastewater collection and treatment systems in a very
economical manner for nearly 40 years with only three increases to sewer service rates
during that time. The sewer service rates have not kept up with the increasing costs of
maintaining, operating and replacing the wastewater collection and treatment systems.
The 2019 rate study shows that the City will have to continue to incrementally increase
the sewer service rates in order to continue operating, and replacing the existing system.
As discussed at this time last year, this proposed rate increase is the second of five
proposed rate increases intended to phase-in the necessary higher sewer service rates
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needed to align revenues and expenses in the wastewater system. Even with this
increase, the proposed FY20/21 wastewater rates are much less than that of CPI-
adjusted values, and will still be among the lowest in San Luis Obispo County.

FISCAL IMPACT:

Approving staff recommendations will generate an estimated $400,000 in additional
revenue from sewer service charges collected in FY20/21 over FY19/20 amounts. Costs
related to printing and postage for the new notice will be covered by
MailStream.net.

ALTERNATIVES:

1. If the Proposition 218 majority protest process results in a non-majority protest, the
Council may reduce the proposed sewer service charge rate increase for FY20/21,
but cannot increase the rate over that proposed.

2. Council may direct staff to include proposed rate increases through FY23/24 as
described in the study. However, staff recommends waiting until the City has
completed the volumetric analysis of the water use patterns of the various groups of
connection user classifications (estimated January 2021).

3. Council could take no action.

ATTACHMENT:

Report on Wastewater Rate Study (May 2019)
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