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Description/Analysis

Issue Detail: On October 27, 2015 the Department of Utilities (DOU) presented its 
Financial Plan (Plan) and rate proposals to City Council. The Plan includes a 30-year 
Water, Wastewater and Storm Drainage Infrastructure Investment Program (Program) 
with a specific four-year Capital Improvement Program (CIP). Four year annual rate 
adjustments of 10%, 9% starting in FY2016/17 and continuing through FY2019/20 are 
being proposed for water and wastewater respectively. Four year annual storm drainage 
rate adjustments of 16% starting in FY2017/18 and continuing through FY2020/21 have 
also been proposed. These adjustments will fund the proposed $367 million critical CIP 
program. The City Council asked DOU to provide more information regarding the DOU’s 
community outreach program (YourUtilities.YourCommunity), the Utility Rate Assistance 
Program (URAP), and proposed storm drainage mitigation incentives. This report 
provides information on these topics, along with a status update on the postponement of 
consideration of the proposed storm drainage rate changes.  

Policy Considerations: The City Council, through its policy decisions and rate setting 
authority, ultimately determines the levels of utility services to be provided. In 2008, the 
City Council formed a Utilities Rate Advisory Commission (Commission) to review and 
comment on utility rate proposals and to provide recommendations to the Mayor and 
City Council on the City’s utility rates. Charging rates that generate revenue sufficient to 
invest in utility infrastructure and regulatory compliance at sustainable levels and deliver 
core services helps achieve the City’s goals of improving and expanding public safety, 
achieving sustainability and livability, and supporting economic development throughout 
the City.

Economic Impacts: Investing in basic infrastructure will make Sacramento more 
attractive to potential investors in housing and job-producing enterprises. Construction 
activity resulting from these rate adjustments will have a significant positive economic 
impact on the City.

Environmental Considerations: The establishment and modification of utility service 
rates is exempt from the California Environmental Quality Act (CEQA) (Public 
Resources Code § 21080(b) (8)).

Sustainability: The proposed Program is consistent with the City’s sustainability targets 
to:

 Protect the ecological integrity of the City’s primary drinking water sources
 Implement the Statewide Urban Water Conservation Council’s water conservation 

best management practices
 Reduce sanitary sewer overflows
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Commission/Committee Action: The Commission is charged with holding public 
hearings required by Proposition 218 when the City proposes to impose or increase 
utility rates. DOU plans to bring the water and wastewater rate proposal to the City 
Council for its consideration in March after the Commission holds the public hearing and 
adopts its recommendations.

Rationale for Recommendation: On October 27, 2015 the DOU presented its 
Financial Plan to City Council and Council asked for more information regarding specific 
programs included as part of the Plan. DOU has prepared information on these 
programs and is presenting them to City Council as an informational item. 

Financial Considerations: The financial plan and rate proposal comply with the 
Proposition 218 mandate which only allows utilities to charge rates sufficient to recover 
the cost of providing utility services. The Proposition 218 notice of proposed rate 
increases for water and wastewater was sent to ratepayers on December 2, 2015. The 
Commission will hold the Proposition 218 mandated public hearing on these proposed 
rate increases  on January 27, 2016, and DOU anticipates bringing the final water and 
wastewater rate proposals to the City Council for consideration and approval in March 
of 2016. Water and wastewater rate adjustments, if approved, are proposed to be 
effective July 1, 2016. Storm drainage rate adjustments were also proposed in the 
December 2, 2015 Proposition 218 notice, but consideration of these rate changes has 
been postponed until 2017.    

Local Business Enterprise (LBE): Not Applicable
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Background

On October 27, 2015 the Department of Utilities (DOU) presented its Financial Plan 
(Plan) and rate proposals to City Council. The Plan includes a community outreach 
program (YourUtilities.YourCommunity), expansion of the Utility Rate Assistance 
Program (URAP), and proposed storm drainage mitigation incentives. These topics are 
discussed in more detail below. 

Consideration of Storm Drainage Rate Changes Postponed 
When increases are proposed to water, wastewater, or storm drainage rates, 
Proposition 218 requires a written notice to utility service customers describing the 
proposed rate adjustments, followed by a public hearing held by the Utilities Rate 
Advisory Commission (Commission).  For storm drainage rate adjustments only, 
Proposition 218 also requires the City to obtain ratepayer approval through a mailed 
ballot process before rate increases can be adopted.  

The Proposition 218 notice sent to utility customers on December 2 included proposed 
rate adjustments for water, wastewater, and storm drainage services.  On January 8, 
the City announced the postponement of consideration of proposed storm drainage rate 
adjustments until 2017, to avoid confusion and conflicts with other local ballot 
measures, including a SAFCA ballot measure also aimed at flood prevention.    

This will provide the City an opportunity to better educate and get input from customers 
about the storm drainage system, the current condition of the storm drainage fund, the 
critical need for improvements to the system, and the customers’ role in the process for 
storm drainage rate adjustments.  The DOU plans to send a new Proposition 218 notice 
to storm drainage customers in late 2016 or early 2017, followed by the Commission’s 
public hearing, and subsequent mailed ballot process. 

Utility Rate Assistance Program (URAP)
As of December 31, 2015, approximately 1,734 water and wastewater customers have 
enrolled in the City’s Utility Rate Assistance Program (URAP).  Currently, there are 
approximately 1,625 active customers receiving the URAP discount and approximately 
50 new accounts enrolling in the URAP program each month. As part of the 
Department’s ongoing outreach, a utility bill stuffer related to the URAP and discounts 
available to assist low income customers was included in the August 2015 utility bill. 

The program is subject to the availability of funds in the City Council’s approved budget 
and is monitored on a quarterly basis to ensure costs for the program stay within the 
annual budgeted amount. There is approximately $1.316 million of funding available in 
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the URAP for monthly discounts for water, wastewater, and related expenses to 
administer the program.  Total expenditures since the implementation of the program in 
2013 has been approximately $493,300 with approximately $375,900 (76%) of the total 
expenses providing monthly discounts on water and wastewater charges for enrolled 
customers.  DOU is working with SMUD to increase the number of eligible participants 
enrolled in the program.

Storm Drainage Mitigation Incentives 
DOU is also developing a proposal to provide incentives to property owners and 
developers to build facilities or take measures that reduce stormwater runoff from 
private properties such as installing porous pavement, rain gardens and rain barrels.  
These incentives may include mitigation credits that are ongoing rate reductions or one-
time rebates for measures that reduce storm drainage system demand.  This program’s 
goals are to protect water quality, establish further equity in the rate structure through 
appropriate fee reduction opportunities, reduce public expenditures on storm drainage 
improvements, and fulfilling permit requirements. DOU will prepare a study to develop 
options for these incentives and will report the results of the study to the City Council 
upon its estimated completion date in the fall of 2016.

Community Engagement Program – YourUtilities.YourCommunity 
The Department has partnered with its consultant, Crocker & Crocker, to conduct an 
outreach and engagement program to inform the community and other key stakeholders 
about the water, wastewater, and storm drainage systems, their associated challenges, 
and investments necessary to meet those challenges. The program, called 
YourUtilities.YourCommunity, utilizes community and stakeholder meetings, 
presentations, social media, and a microsite to inform the community about the 
proposed rate adjustments and how the new revenue will be used to improve our water, 
and wastewater systems. YourUtilities.YourCommunity also gives the community and 
other stakeholders an opportunity to provide feedback on the rate proposals. Below are 
some YourUtilities.YourCommunity outreach activities that have occurred in the past 
few months:

 The microsite www.YourUtilitiesYourCommunity.com was launched to provide 
information about the rate proposals to the community 

 Proposition 218 notification of public hearing sent to customers on December 2, 
2015 to explain proposed rate adjustments and next steps

 Utility bill stuffer sent to all customers in December billing
 Outreach activities at neighborhood meetings coordinated with City Council have 

been held and are scheduled to occur 
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For more information on YourUtilities.YourCommunity, please visit the microsite for the 
program at www.YourUtilitiesYourCommunity.com. Please see Attachment 3 for detail 
about this program. 

Next Steps
The next steps in the water and wastewater rate adjustment process are as follows:

 Community Engagement Activities (YourUtilities. YourCommunity.) – Ongoing (rate 
workshops, presentations, video/website) 

 URAC Public Rate Hearing – January 27, 2016
 Presentation of Utility Rate Recommendation to City Council – March 2016
 If Adopted, New Water and Wastewater Rates Effective – July 1, 2016
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Attachment 3

Department of Utilities Community Engagement Program 
(Your Utilities.Your Community.) Summary

The City of Sacramento Department of Utilities is engaging the community and seeking 
insights into the department’s water, wastewater and storm drainage utilities to help 
prepare a finance plan and eventually a potential rate adjustment to address its biggest 
challenges: aging infrastructure and increasing regulations and mandates. This effort is 
being called Your Utilities.Your Community.

The Department has identified two goals as outcomes of the effort:

 Community engagement, understanding and feedback regarding the 
Department’s aging infrastructure, increasing regulations and mandates and the 
need for rate adjustments

 City Council support for a finance plan and rate adjustment proposal, including 
authorization for a voter ballot for a storm drainage rate adjustment

The community engagement program will focus on fairness, financial stability, reliability 
and safety. The Your Utilities.Your Community. outreach process has five main 
components:

1. Educate customers and stakeholders about the state of the utilities systems and the 
need for water, wastewater and storm drainage system improvements to ensure 
safety, fairness and reliability as well as the importance of 1:100-year replacement 
cycles to meet industry best practices.

2. Demonstrate accountability and transparency by showing how past water and 
wastewater rate adjustments have been used and how future rate adjustments will 
be used.

3. Involve City Council in the rate outreach process and provide opportunities for 
communication and involvement with their constituents.

4. Engage the community and stakeholders in the rate outreach process by providing 
opportunities via a website and community meetings for two-way dialog for 
stakeholders and the community to ask questions and provide feedback and 
suggestions.
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5. Provide factual, transparent information to the media on the need for continued 
investment in Sacramento’s water, wastewater and storm drainage utilities for safe, 
reliable and financially stable utilities systems.
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