
STAFF REPORT
SAUSALITO CITY COUNCIL

AGENDA TITLE:
Report from NBS regarding sewer rate fee study, intent to establish a sanitary 
sewer fee effective fiscal year 2019-20 through 2023-24 and setting a public
hearing for June 18, 2019.

RECOMMENDED MOTION:
Accept report from NBS regarding proposed sewer rates and adopt a Resolution 
of the City Council of the City of Sausalito stating its intention to establish a 
sanitary sewer fee effective for fiscal years 2019-20 through 2023-24 and set a 
public hearing for June 18, 2019.

BACKGROUND
The City of Sausalito owns and operates portions of the sanitary sewer system
conveying wastewater to the Sausalito-Marin City Sanitary District (SMCSD) for safe 
treatment and discharge. Sausalito’s sewer system is 80 years old, aging, and needs
upgrades.

The rates charged by the City for collection-related service are based on a financial plan 
prepared in 2019, with rates enacted through fiscal year 2023-24. The rates are 
collected citywide from parcel owners billed by the County Assessor's Office on 
Property Tax Rolls. (SMCSD’s treatment and discharge charges are separate, but also 
collected on the property tax bill). 

The current rates have allowed the City to increase the maintenance, evaluation, and 
repairs of our sewer system. As a result, between 2014 and 2018, the City’s sanitary 
sewer overflows decreased by 70 percent. However, the current rates do not provide 
the resources necessary to continue to upgrade our sewer pipes and infrastructure. The 
City continues to have a responsibility to address the most urgent sewer needs to help 
protect the environment and the health and safety of Sausalito residents, and to avoid 
raw sewage spills and potential fines for non-compliance with water quality laws.

The City retained NBS to prepare a comprehensive, updated Sanitary Sewer Fee Study
for the City of Sausalito. The overall goal for the Sanitary Sewer Fee Study was to 
identify equitable sewer charges that address essential sewer upgrade needs and 
services.  The study took into account the facts that:



 While the City has successfully improved its compliance, its sewers continue to 
operate under a United States Environmental Protection Agency (EPA) 
Administrative Order due to a history of past spills.

 With the continued effects of climate change and pollution of our oceans, keeping 
the Bay clean by preventing hazardous raw sewage spills is a top priority. 
Responsible maintenance of the local sewer system protects waterways, 
beaches and the Bay.

 Investment in sewer system infrastructure helps prevent inflow of storm water 
into the sewer system. Current unpredictable weather patterns and microclimates 
– including excessive rain – may compromise any weakened pipes to break; 
investment in infrastructure can help prevent the resulting need for urgent 
repairs.

 Without continuing to update current rates, the City does not have the money 
needed to continue essential sewer upgrades. The funds would come at the 
expense of other essential City services. 

 Sewer system management is regulated by Statewide Waste Discharge
Requirements (WDRs) mandating pipeline cleaning and repair.

 SMCSD is currently undergoing a rate study as well.

Sanitary Sewer fees must comply with state law, and must be sufficient to fund 
programs mandated by state regulations and EPA orders. Therefore, the Department of 
Public Works first provided NBS with an updated capital improvement program that 
included a robust capital improvement plan that replaced approximately three percent of 
the system annually, as well as costs for annual sewer maintenance and emergency 
repairs.  As the City Council is aware, by law these funds are legally required to be 
spent only for these purposes, and NOT for any other purpose.

The desired capital improvement program resulted in annual rate increases of 
approximately twelve percent. Understanding that an increase of this amount could 
create hardship for many of the City’s sewer ratepayers, the program has been adjusted 
to replace up to two percent of the system pipes each year at an average annual cost of 
approximately $1.1 million.  

SUMMARY OF RATE STUDY RESULTS
After review of financial plans, including capital improvements and new debt issuance, 
the report concluded that a 4% increase in the annual revenue from sewer rates will be 
needed in each of the fiscal years beginning in FY 2019/20 through FY 2023/24.  As 
with the prior 5-year period, the relative number of EDUs for each customer class 
determine how fixed costs are allocated to each customer class.  The sewer charges 
also include a volumetric component based on the prior year’s winter water usage for 
residential customers, and annual water usage for non-residential customers, to
incentivize conservation.

The following table (Table 19 from the rate study) summarizes the current and proposed 
sewer rates over the next five years for the 4 percent scenario:





The proposed rate structure shows a reduced annual fixed charge in the first four years 
of the five-year period for Single-Family Attached, Duplexes, and Multi-Family customer 
classifications, even though the overall rate structure is increased. This adjustment is 
due to change in relative number of EDUs for each customer class. By the end of the 
projected 5-year period, the fixed charge will be $183.79 higher for Single-Family, $5.09 
higher for Single-Family Attached, and $41.20 higher for Multi-Family.

Alternatively, if a lower rate increase is desired, system capital replacement budgets 
must be reduced further. The finance plan for a 3 percent scenario is included in 
Attachment 2 for comparison. This plan enables the replacement of approximately 1.5 
percent of system pipes annually.

The attached authorizing resolution states the City’s intention to implement the 
proposed Sanitary Sewer Fees for residential and commercial customer classes shown 
above, which represents a 4 percent increase in sewer fees per year effective for fiscal
years 2019-20 through 2023-24. The resolution also sets the public hearing required by 
Proposition 218 for June 18, 2019.

The NBS Sewer Financial Plan that includes the recommended 4 percent annual 
increase, and a similar Financial Plan showing the alternative 3 percent annual 
increase, are included as Attachment 2. 

DISCUSSION
Pursuant to Section 6 of Article XIIID of the California Constitution (a provision of 
Proposition 218), the City must give notice by mail to each property owner of record as 
of the last equalized assessment roll as to the proposed rate adjustment. A copy of 
sample Notice language is provided as Attachment 3.

Property owners have the right to submit written protests against the proposed charge 
and may do so by mail or in person to the City Clerk before the end of the Public 
Hearing. Guidelines for the submission and tabulation of protests were adopted by the 
City Council on April 14, 2009 within Resolution 5018, and will be provided for reference 
in advance of the Public Hearing.

At the Public Hearing, the City Council will consider all protests against the proposed 
charge. If written protests against the charge are presented by owners of a majority of 
the affected parcels, the City Council may not impose the revised charges. 

In addition to mailing the required Notice, City Staff will establish links and other 
information on the City web page, where City residents may easily find background and 
other information regarding the Sanitary Sewer system and the proposed charge. 

Should the City Council approve the resolution, the web page site will be activated once 
the Notice has been mailed, and additional efforts will be made to disseminate facts to 
the public about the need for the rate increases. 



As required by statute, the City will give notice of the time and place of the Public 
Hearing to all property owners and rate payers within the City by publishing notice in the 
local newspapers for two consecutive weeks not less than 14 days before the date of 
the Public Hearing, and by posting a copy of this Resolution on the official bulletin board 
customarily used by the City Council for the posting of notices. 

As set forth in 14 California Code of Regulation Section 15273, the California 
Environmental Quality Act does not apply to the establishment, modification, structuring, 
restructuring, or approval of rates and other charges by public agencies which are for 
the purpose of meeting operating expenses, purchasing or leasing supplies, equipment, 
or materials, meeting financial reserve needs and requirements, and/or obtaining funds 
for capital projects, necessary to maintain service within existing service areas.

FISCAL IMPACT
Approval of this action does not establish rates; however, should the City Council 
implement the rate structure shown in the Notice following the Proposition 218 hearing, 
the revenue received will match the requirements for fiscal years 2019-20 through 2023-
24 for the Sewer Fund Budget.

STAFF RECOMMENDATIONS

Staff recommends that the City Council accept the sewer financial plan and adopt a 
resolution of the City Council of the City of Sausalito stating its intention to establish a 
sanitary sewer fee effective for fiscal years 2019-20 through 2023-24, including the 
proposed rate structure (i.e., 4 percent increase per year or alternative 3 percent 
increase per year) and setting the Proposition 218 public hearing for June 18, 2019.  

ATTACHMENTS
1. Resolution of the City Council of the City of Sausalito stating its 

intention to establish a sanitary sewer fee effective for fiscal years 
2019-20 through 2023-24 and setting a Proposition 218 public hearing 
for June 18,2019.

2. Sewer Financial Plans – NBS
3. Example Notice of Public Hearing on Proposed Changes in Rates and 

Charges
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