Camarillo City Council

AGENDA REPORT

Date: May 11, 2022

To: Honorable Mayor and City Councilmembers

From: Greg Ramirez, City Manager

Submitted by: Mark Uribe, Finance Director

Subject: Water Service Rates - Adopt a Resolution Setting the Amount of

Water Rates and Charges for July 1, 2022

BACKGROUND

The City of Camarillo retained an independent consultant, Raftelis Financial Consultants,
Inc. (RFC), to prepare a comprehensive rate study. The Study, completed in August 2021,
establishes water rates that are based on the cost of providing the service as required by
Proposition 218. The Study developed a financial plan which included the capital
improvement plan, operating budgets, customer billing and water use data, and future
growth and inflationary assumptions for the Study period. The results of the Study were
discussed with the City Council during the March 23, 2022 City Council Meeting.

Staff is proposing water rate increases, effective July 1, 2022, to users of the City Water
System. Following the March 23, 2022 City Council Meeting, a Proposition 218 notice
process was initiated. This notice provided users of the City Water System with a date of
the public hearing and the proposed water rate increases indicated in the attached
Resolution.

DISCUSSION

Water bills are mailed to approximately 14,000 users on a monthly basis. The bill contains
two basic components:

1. Service Charge or Meter Charge, which is designed to cover fixed costs. This
fixed charge increases relative to the size of the meter. Fixed cost includes
elements such as meter reading, billing, maintenance, and capital costs associated
with the meters.

2. Volume Charge or Usage Charge, which is designed to cover the variable costs
and includes elements such as water supply, delivery, and capital costs. This
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variable charge increases or decreases based upon an individual customer’s
monthly usage pattern.

Since 1990, a tiered commodity charge designed to encourage conservation has been in
effect for residential customers. Non-residential customers pay a fixed rate per unit of
water used.

The proposed Resolution sets the water rates and charges for the City Water System and
the Camairillo Airport Water Zone. The proposed water rates have been determined to
achieve an overall 2% increase necessary to replace and repair aging infrastructure,
pump and purchase scarce water resources, maintain and upgrade critical treatment
facilities, account for the rising cost of materials and energy, and maintain compliance
with regulatory requirements. The suggested action directs staff to enact the FY 2022/23
rate adjustments.

City Water System Rates — Customer Bill Example

Detailed studies and analysis have determined that revenue adjustments are necessary
for FY 2022/23. The proposed monthly increase for a typical Single Family Residential
(SFR) customer bill would be $2.29 beginning July 1, 2022, based on a %-inch meter and
a monthly Tier 2 usage of 12-units (approximately 9,000 gallons), as illustrated.

Existing Proposed Bill

Sample SFR Bill Bill 7/1/2022
Water Charge $ 4974 § 52.03
Increase $ 2.29

Camarillo Airport Water Zone Rates

The Camarillo Airport Water Zone rates were originally set in accordance with the Water
System Transfer Agreement dated February 28, 2006. The customers within the
Camairillo Airport Water Zone are charged a higher rate structure than the City Water
System users. Included in the transfer agreement was language stating that the service
charge could be increased by the same percentage increase as the City Water System.
However, the volume charge increase would be equivalent to the dollar increase for the
City Water System. All users within the Camairillo Airport Water Zone pay a non-
residential rate, or a surplus water rate. Surplus water is the water used with fire
hydrants within the Airport Water Zone. There are several customers who utilize
hydrants for regular hook-ups because of the nature of their business. These customers
are unique to City Water System hydrant users, who only utilize hydrant water for
construction purposes.
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Capital Improvement Projects (CIP)

Rate increases are necessary to improve and maintain the water infrastructure system.
The City has identified eight (8) critical capital improvement projects for 2022 through
2026. The following table details the planned projects.

Water Enterprise Capital Improvement Plan

Description FY 2021 FY 2022 FY 2023
Actual Budgeted Projected

Advanced Metering Infrastructure $54,107 $4,645,830

Charter Oak Pump Station Nos. 1 & 2 $800,000
Electrical Upgrades for Airport Well 3 Site $250,000

North Pleasant Valley Groundwater Desalter $30,105,271 $13,337,218

Reclaimed Water Storage Reservoir $162,715 $6,893,584

Recycled Water Improvements - Electrical $2,800,000

Reservoir No. 3 - Coating $135,000
Springville Well E $500,000
Total $30,322,093 $27,926,632 $1,435,000
Total - Inflated $30,322,093 $27,926,632 $1,478,050

Proposition 218

In July 2006, the California Supreme Court decided on the Bighorn-Desert View Water
Agency v. Verijil case and ruled that rates for utility service are “property-related fees”
subject to Proposition 218. These fees may not be imposed or increased without a 45-
day mailed notice of the proposed rate increase to all property owners and a majority
protest proceeding in which silence is consent.

In order to comply with Proposition 218, all notices of the proposed rate increase were
mailed on March 25, 2022, to all billing customers, as well as property owners within the
City of Camarillo who are not utility billing customers (for example, landlords). The
notices stated the method for protesting the rate increase.

State Law

In addition to the Proposition 218 noticing requirements, Government Code Sections
6062a, 54354.5 and 66016 require that the Public Hearing Notice and the Resolution be
published in the local newspaper. These notices were published on April 30 and May 7,
2022.

If the City Council approves the rates as recommended, the rate increases will become
effective July 1, 2022.
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The Proposition 218 Process requested that letters of protest be submitted in writing with
one valid signature per address. As of April 29, 2022, there was one (1) written protest
submitted to the City Clerk.

FISCAL IMPACT

If this increase is approved, the FY 2022/23 Budget will be amended as part of the mid-
year budget review to reflect the revenue increase.

RECOMMENDATION
Adopt a Resolution setting the amount of water rates and charges for July 1, 2022.
ATTACHMENTS

1. Resolution
2. Protest Comment Letter (1)

REFERENCE MATERIALS - AVAILABLE FOR REVIEW AT CITY HALL

None



