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1.
Ordinance Title: 


*Adopt sanitary sewer conversion charges through fiscal year 2008-2009. (Ordinance)

2.
Contact Name, Department, & Phone Number:


Lana Danaher   503-823-5755


Dan Vizzini   503-823-4038

3.
Requested Council Date:


March 17, 2008
Consent Agenda Item: ___
or 
Regular Agenda Item:  XXX

Explain why this does or does not require a presentation or Council discussion:

The Bureau is prepared to make a presentation regarding the origins of the sanitary sewer conversion program and the calculation of sanitary sewer conversion rates.  However, it is unlikely that Council will require such a presentation.  
Emergency Item (answer below):  XXX     or   Non- Emergency Item: ___

If emergency, why does this need to take effect immediately:

The Bureaus of Environmental Services and Development Services are receiving an unprecedented number of calls from property owners who have non-conforming sewer connections that are preventing them from selling, improving or repairing their properties.  The non-conforming status triggers a requirement of the plumbing code that can only be remedied by an independent and direct connect to a public sanitary sewer.  The costs of sewer extension are excess for most private property owners.  The City cannot undertake sewer extension projects without a reasonable guarantee of cost recovery, even at rates that are less than actual project costs.  The proposed ordinance actuates rates for sanitary sewer conversion charges that Council authorized with the adoption of Ordinance No. 181506.  The rates are a necessary prerequisite to the start of the sanitary sewer conversion program.
4. 
History of Agenda Item/Background:

Sanitary sewer connections are regulated by the State Plumbing Code and related chapters of the City Code.  These codes have evolved over the decades in response to advancements in science, engineering and regulation.  As these codes have evolved, older developed properties fall out of conformance and are routinely brought up to date at the time of property sale, renovation, redevelopment or private sewer system repair.  Coming into conformance is a costly and time consuming exercise under the best circumstances, and is nearly impossible to negotiate when a public sanitary sewer is not located adjacent to the affected property.  

At present, BES estimates that 3,000 to 4,000 properties have non-conforming sanitary sewer connections and are not served by an adjacent public sewer.  Each year, as the housing stock ages and private sewer lines fail, the number of sewer connection emergencies increase, and calls for a public solution grow louder.  The problem has reached a point where public action is needed to protect the public health, facilitate the orderly extension of public sewers, ensure the fair apportionment of sewer extension costs, and provide financial tools for property owners to deal with the costs.
On January 2, 2008, Council adopted Ordinance No. 181506, establishing a program to facilitate the conversion of non-conforming sanitary sewer connections.  The program includes an increase in City sewer extension projects for properties that do not have direct access to City sewer service, the use of local improvement districts to finance sewer extension projects, and the establishment of a predictable cap in public sewer costs borne by property owners.  
5.
Purpose of Agenda Item:

The ordinance establishes initial rates for sanitary sewer conversion charges for the balance of the current fiscal year as well as FY 2008-2009.  This action is required to allow property owners to lock in sanitary sewer conversion charges in advance of sewer extension projects.  
The City grants the conversion “price guarantee” in exchange for a waiver of remonstrance for a future local improvement district that the City may form to finance a sanitary sewer extension project.  By signing the waiver, the property owner authorizes the future local improvement district in exchange for a City cap of the resulting special assessment.  The cap is “locked” based on sanitary sewer conversion rates in effect when the property owner signs the waiver of remonstrance.
The Bureau proposes to phase in the sanitary sewer conversion rates over three fiscal years.  The initial rates are set at 70% of the average cost of minor extension projects involving less than 10 participating properties.  For more complex minor extensions, the initial rate is set at 70% of the average engineering estimates for such classes of projects.  These rates will be adjusted annually as a part of the Bureau ratemaking process.  
6.
Legal Issues:


None


7.
What individuals or groups are or would be opposed to this ordinance? Supportive?


Opposition:
Ratepayer groups that want to limit potential future impacts on utility rates



Property owners who believe the conversion rates are excessive



Property owners who believe the City should cover the costs outright


Support:
Property owners who have non-conforming sewer connections and are facing sewer connection costs that are far in excess of the charges produced by the City’s proposed sanitary sewer conversion rates.
8
How Does This Relate to Current City Policies?

The Ordinance proposes sanitary sewer conversion rates that have been calculated in a manner consistent with methods used in the annual sewer rate study to calculate sanitary sewer line and branch charges.

9.
Community Participation:

The Bureau distributed a final draft of the ordinance to the PURB and DRAC in February 2008, and provided a briefing at the March 20, 2008 meeting of the PURB.  The Bureau did not undertake additional public review due to the increasingly urgent demand for the sewer conversion program by affected property owners.

10. 
Other Government Participation:

None required.
11.
Financial Impact: 

How much money is involved? Where are these funds coming from?

BES needs to complete a thorough analysis of gaps in the sanitary sewer collection system to provide an accurate estimate of the sewer extension projects and their costs.  Early planning estimates place the figure at $30 million.  The Bureau’s sanitary sewer conversion charge may recover 65% to 75% of these costs.  The remaining sewer extension costs, roughly $7.5 - $10.5 million will be borne by the City’s sanitary sewer utility, spread over a period of 20 or more years.  The Bureau will place annual limits on the program in order to limit the impact on ratepayers.
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