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Yountville Town Council Staff Report


DATE:	November 15, 2022

[bookmark: _Hlk44413480]TO:	Mayor and Town Council

FROM:	Celia King, Finance Director 

PREPARED BY:	Celia King, Finance Director 

SUBJECT:
Consider adoption of Resolution Number 22-XXXX establishing a revised schedule of water and wastewater rates and charges and miscellaneous water related utility service fees, and conduct a public hearing and Proposition 218 Majority Protest Procedure regarding proposed water and wastewater rate adjustments.

DISCUSSION/BACKGROUND
On September 20, 2022, the Town Council received the water and wastewater rate study completed by Bartle Wells Associates. During the meeting, a presentation was given to summarize the finding of the rate study and the recommendation from the Town Council Ad-Hoc Committee comprised of Council Member Mohler and Council Member Tagliaboschi. 

The Utility Rate Study process included the review of multiple options for the next five-year rate schedule and the subcommittee balanced meeting the needs of an aging system as well as the impact to rate payers. The Town Council Ad-Hoc Committee supported the recommendation of a rate increase based on the 2022 Utility Rate Study results.

The initial Water Financial Plan Update produced by Bartle Wells Associates recommended an increase to water utility fees of 11% each year for five years, along with a fixed dollar amount increase to the Water System Replacement Fee in year one.

The Wastewater Financial Plan Update recommends an increase to all wastewater utility rates of 5.4% for the first three years, and 5.9% for the remaining two years of the five-year rates schedule.

The outcome of the September 20, 2022 meeting was authorization for town staff to issue the Proposition 218 notice and protest forms and mail them to the property owner of record as required by state law. As an increased focus on community transparency, the notices were also mailed to utility customers of record. The Town Council voted unanimously in support of the rate increases as outlined above.

After the September 20th approval, staff printed and mailed the Proposition 218 notices to give the required 45 days’ notice of the schedule Public Hearing. A total of 1,251 notices were mailed on September 30, 2022.

Subsequently, at the October 18, 2022 Town Council meeting, the Town Council took action that would directly benefit Yountville water utility customers. Due to a one-time opportunity arising from an unprecedented amount of General Fund Unassigned Fund balance, the Town Council unanimously voted to reallocate a portion of the fund balance to be used towards supporting the water and wastewater enterprise funds. 

This was achieved in two ways:

· Approving the creation of a new Water and Wastewater Utility Enterprise Capital Projects Restricted Fund and transferring $1,650,000 from the General Fund into the new fund to establish an available balance.
· Transferring $888,668 from the General fund into Water Capital Improvements Fund 60 to pay off the balance of the interfund loan to Drought Water Reserve Fund 57.

These two actions resulted in $2,538,688 of General Fund contribution to pay for enterprise fund capital projects and existing debt.

Because of the Town Council’s decision to aid the utility funds, Bartle Wells Associates was able to revise the Water Financial Plan Update to reflect an elimination of the need for a fixed dollar amount increase to the Water System Replacement Fee in year one, and a recommended 8.5% increase to water utility fees each year for five years, rather than the original 11%. 

On October 24, 2022, the Town conducted an Informational Workshop to receive input and answer questions from the public about the proposed rate increase. 

At the Public Information Workshop, Bartle Wells Associates presented the revised Water Financial Plan and reviewed the Wastewater Financial Plan. The rate increases proposed at this Public Hearing are as follows:
	
· Water Utility Rates
· Increase to the Water Meter Service Charge and Water System Replacement Fee of 8.5% each year over the next five years, beginning January 1, 2023.
· Increase to water usage charges as seen in the chart below.

	Residential (Within and Outside Town)
	 
	 
	 
	 

	
	Current Rate
	
	Proposed 2022/2023
	Proposed 2023/24
	Proposed 2024/25
	Proposed 2025/26
	Proposed 2026/27

	Tier 1     0 to 4 BUs
	$4.15
	
	$4.54
	$4.93
	$5.34
	$5.80
	$6.29

	Tier 2     5 to 10 BUs
	$4.76
	
	$5.40
	$5.79
	$6.21
	$6.66
	$7.16

	
	
	
	
	
	
	
	

	All Other Users
	$4.62
	
	$4.90
	$5.29
	$5.71
	$6.16
	$6.65

	All Other Users include: Multi Family, Commercial users including mobile home park and industrial. 
	 



· Wastewater Utility Rates
· Increase to all wastewater utility rates of 5.4% for the first three years, and 5.9% for the remaining two years of the five-year rate schedule, beginning January 1, 2023.

The Proposition 218 process requires that protest forms be submitted in writing with specific information. The Town has received protest forms by mail and personal hand delivery during business hours. The protest forms have been held confidential by the Town Clerk. Proposition 218 also prescribes that 50% +1 (or 419) valid protest forms are needed to cause the proposed rate increase to fail.

During this meeting, the Town Council will open the Public Hearing, invite public comment, and address Town Council questions of staff and the consultants. After closing the Public Hearing, the Town Council will receive a report from the Town Clerk pursuant to Sections 11 and 12 of the Guidelines for the Submission and Tabulation of Protests in Connection with Rate Hearings Conducted by the Town of Yountville Pursuant to Article XIID, Section 6 of the California Constitution (Resolutions 17-3448 and 18-3452) as follows:



	SECTION 11: Tabulation of Protests.
	
At the conclusion of the public hearing , the Town Clerk shall tabulate all protests received, including those received during the public hearing, and shall report the result to the Town Council. If the number of protests received is insufficient to constitute a majority protest, the Town Clerk may determine the absence of majority protest without validating the protests received, but may instead deem them all valid without further examination. Further, if the number of protests received is obviously substantially fewer than the number required to constitute a majority protest, the Town Clerk may determine the absence of a majority protest without opening the envelopes in which protests are returned.

	SECTION 12: Report of Tabulation.

	If at the conclusion of the public hearing, the Town Clerk determines that he or she will require additional time to tabulate the protests, he or she shall so advise the Town Council, which may adjourn the meeting to allow the tabulation to be completed on another day or days. If so, the Town Council shall declare the time and place of tabulation, which shall be conducted in a place where interested members of the public may observe the tabulation, and the Town Council shall declare the time at which the meeting shall be resumed to receive and act on the tabulation report of the Town Clerk.

Should section 12 apply, staff is prepared to complete the tabulation process on November 17, 2022 in the Council Chambers at 3:00 pm. The Town Council may adjourn the council meeting to a date in November after the November 17, 2022 tabulation is completed to receive and act on the tabulation results.

If less than 419 protest forms are received and Section 11 applies, the Town Council will close the public hearing and consider the resolution to adopt the proposed rate increases for water and wastewater or discuss rates that are not higher than 11% for water and 5.9% for wastewater.

ENVIRONMENTAL REVIEW
Exempt per California Environmental Act (CEQA) Guideline, Section 15061(b)(3) 

FISCAL IMPACT

Is there a Fiscal Impact?   Yes 
Is it Currently Budgeted?   No 
Where is it Budgeted? Water and Wastewater Enterprise Funds 
Is it Mandatory or Discretionary?   Discretionary 
Is there a Staff Resource Impact?  Yes  

STRATEGIC PLAN GOAL

Is item Identified in Strategic Plan? Yes

If yes, Identify Strategic Goal and Objective. Responsible Fiscal Policy: The Town maintains its fiscal health through policies designed to maximize economic opportunities, manage expenses, and ensure prudent reserves. 

Briefly Explain Relationship to Strategic Plan Goal and Objective. The Town Council is responsible for implementing a utility rate structure that will fund the operation of the Water and Wastewater Enterprise Funds in a fiscally responsible manner in compliance with State and Federal regulatory guidelines and which does not operate in a deficit position and is fully funded by utility rates. 


ALTERNATIVES
If there are less than 419 protest forms are submitted, the Town Council may do one of the following:
Adopt the proposed rates which propose an 8.5% increase for water and up to a 5.9% increase for wastewater.
Discuss a rate lower than 11% for water and 5.9% for wastewater.

RECOMMENDATION
Receive staff report and direct questions to staff.
Conduct public hearing and receive testimony.
Conduct Council discussion on proposed Resolution

At the conclusion of Council Discussion, the Mayor shall:

1 - Close the Public Hearing.

2 – Receive a count from the Town Clerk on the number of protest forms received.

3 – If 419 or more protest forms are received in accordance with the Town’s adopted Protest Procedures for the administration of the Proposition 218 process, the Town Council may adjourn the meeting and the protest forms received up to the close of the public hearing will be tabulated on Thursday, November 17, 2022 at 3:00 pm in the Council Chambers. The tabulation process will determine if the proposed rates can be adopted at a meeting to be held sometime in November after the November 17, 2022 tabulation process or if the proposed rates fail due to receiving 50%+1 valid protest forms. Or

4 - Adopt Resolution Number 22-XXXX establishing a revised schedule of water and wastewater rates and charges and miscellaneous water related utility service fees.
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