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City Council Meeting Date: December 6, 2022
TO: Dean Albro, City Manager

FROM: Christie Donnelly, Management Services Director
c_donnelly@ci.lompoc.ca.us

SUBJECT: Adoption of Resolution No. 6554(22) Rescinding the Moratorium on Ultility
Service Disconnections for Non-Payment, And Rescinding Waiver of Late
Fees and Penalties on Utility Accounts

Recommendation:

Staff recommends the City Council adopt Resolution No. 6554(22) (attached), rescinding
the moratorium on utility service disconnections for non-payment and waiver of late fees
and penalties on utility accounts effective beginning April 2023.

Background:

On March 17, 2020, the City Council adopted Resolution No. 6310(20) which proclaimed
and ordered that a local emergency existed due to the COVID-19 pandemic. Also on
March 17, 2020, the City Council approved a moratorium on City utility service
disconnections for non-payment, and waived all late fees and penalties on commercial
and residential City utility accounts beginning March 17, 2020, for 60 calendar days.
Subsequently, on May 5, 2020, the proclamation of the state of local emergency due to
COVID-19 was renewed and extended until such time as the City Council declares an
end to the local emergency. In addition, the moratorium on City utility service
disconnections for non-payment, and the waiver of all late fees and penalties on
commercial and residential City utility accounts was extended until such time as the City
Council declares an end to the state of local emergency.

As of December 6, 2022, the moratorium on City utility service disconnections for non-
payment, and the waiver of all late fees and penalties on commercial and residential City
utility accounts is still in effect.

Prior to the implementation of the moratorium, the standard process followed by the City
Utility billing department when accounts were delinquent was the following:

¢ Delinquency notice sent to customers when payment was 30 days late;
e 48 hour termination notice sent to customers when payment was 45 days late;
e Utility disconnected 48 hours after termination notice sent; and
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o Utility reconnected for customers after payment of $25 reconnection fee, and 100%
of the past-due, or a payment plan entered for payment of the past due balance.

Discussion:

In late September, the World Health Organization announced that the ongoing global
death toll of approximately 10,000 per week and the prospect that the continuing,
widespread transmission around the world will spawn a dangerous new variant, continues
to prevent them from declaring an end to the COVID-19 emergency.

However, on October 17, 2022, Governor Gavin Newsom announced that the California
COVID-19 State of Emergency will end on February 28, 2023. In addition, according to
Santa Barbara County Public Health Department's COVID-19 Weekly Summary for
10/20/22-10/27/22, “there continues to be a decrease in virus transmission in the
community... over the last 7 days, the weekly average of reported PCR confirmed cases
has decreased by 20.31%, [and] COVID-19 community levels remained low in Santa
Barbara County according to CDC definitions. This reflects new COVID-19 cases per
100,000 population, new COVID-19 related hospital admissions per 100,000 population,
and the percent of inpatient bed occupied by COVID-19 patients. Additionally, COVID-
19 related hospitalizations have been decreasing, and ICU admissions have continued to
be low” (https://sbcdashboard.info/).

CDC Community Level Data

Santa Barbara County, California

COVID-19 Community Level @ Low

Weekly Metrics Used to Determine the COVID-19 Community Level

Case Rate per 100,000 population 38.07
New COVID-19 admissions per 100,000 population 4.7
% Staffed inpatient beds in use by patients with confirmed 2.8%
COVID-19

Source: CDC Community Data Tracker, 11-5-2022

There is little debate that during the COVID-19 pandemic, providing assistance to Utility
customers by waiving late fees and suspending termination of services due to non-
payment was an important step in supporting the Lompoc community during
unprecedented challenges. The City was also able to take advantage of multiple grant
rebate programs to assist customers with paying part of their past-due balances. Those
grant programs helped bridge the increase in Ultility billing Accounts Receivable balances
and reducing the growing customer past-due balances that eventually would have to be
paid.
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Utility Billing Accounts Receivable (late balances) History:

Utility Billing Accounts Receivable (UB A/R) balances report the total outstanding
balances due from Utility customers to the City for utility services received. On average,
$3.5 million of the UB A/R balance represents bills that are currently due. The remainder
of the balance represents bills that are delinquent.

The total utilities delinquent balances due from customers as of the end of September
2022 was $4.8 Million. This total is an increase of $1.95M over 16 months, and after
applying $2.04M in grant funding received between December 2021 and March 2022.
Had grant funding not been available, the total delinquent balances due would have been
$6.75M. In comparison, approximate delinquent balances due from Utility customers at
the end of Fiscal Years (FYs) 2018 and 2019 (pre-pandemic) were $2.41M and $2.56M,
respectively.

As of September 30, 2022, 4,306 utility accounts, or approximately 42% of all accounts
total, were delinquent on their utility bills and had not set up payment plans to address
the delinquencies. Only 86 customers had set up payment plans as of that date.
Delinquent balances per account range in value between $0.01 on the low end to $48,965
on the high end. The average delinquent balance is $1,139.

The average monthly increase to customer late balances since June 2021, not including
months in which grants were applied, is $240,525. If the moratorium on disconnects for
non-payment is not rescinded, and customers continue to be provided services without
penalty for non-payment, the UB A/R is projected to be over $10.7 Million by the end of
FY 2023.

Grant Funding Applied to Customer Accounts

On May 19, 2020, the City Council approved a one-time distribution of a $150 rebate to
each of the City’s customers holding Electric accounts, both business and residential,
utilizing California Air Resources Board (CARB) freely-allocated GHG-allowance
reserves. Those customer rebates were applied to customer bills in the billing cycle
immediately following May 19, 2020, and totaled $2,227,650.

The City applied for and was awarded a combined $2,037,866 in California Arrearage
Payment Program (CAPP), California Water Arrearage Payment Program (CWAPP), and
the California Water and Wastewater Arrearage Payment Program (CWAPP) grant funds.
Those state programs provided financial relief to eligible customers who were late on their
electric, water or wastewater utility bill payments because of the COVID-19 pandemic.
Lompoc Utilities participated in those programs by submitting an application on behalf of
its qualified customers with unpaid bills during the eligible dates. Customers did not have
to apply individually. The relief funds were provided by the State of California and were
funded by the federal American Rescue Plan Act of 2021 (ARPA). These programs’ funds
did not come out of the City of Lompoc’s $12.9M CSLFRF ARPA funds.
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The four programs credited customer accounts in arrears as follows:

Utility Amount Credited No. of Customers Assisted
Electric (CARB credit rebate) $ 2,227,650 14,851

Electric (CAPP) $ 959,371 1,694

Water (CWAPP) $ 436,097 851
Wastewater (CWWAP) $ 642,399 1,193

The City has also applied for $460,752 in additional CAPP assistance that will assist 1,469
active residential electric customers. After those funds are disbursed later in 2022, there
will be no further grant programs that the City is aware of for arrearage assistance at the
City level.

Programs for assistance continue to be available to customers, including the Low-Income
Home Energy Assistance Program (LIHEAP) and the Low-Income Home Water
Assistance Program (LIHWAP). Those programs are offered through the State of
California and are based on a variety of factors including income, household size, and
utility usage. In addition, local nonprofit organizations such as the Salvation Army, St.
Vincent DePaul, and Catholic Charities offer limited assistance to customers having
difficulties paying their utility bills.

City Payment Plan Options

The City is required to offer a payment plan option within 30 days to all customers who
have received CAPP, CWAPP or CWWAP assistance. Payment plans currently offered
to customers require customers to pay their current monthly usage bills on time, plus an
arrearage payment of a minimum of $50 per month. Standard payment plans are for 12
months, but that period has been extended to 24 months for balances over $600.
Customers who are current on an active payment plan will not be subject to disconnection
when the moratorium is lifted.

Factors Considered for Restarting Disconnection Policy

After functioning with a moratorium on utility disconnects for almost three years, lifting the
moratorium necessitates proper planning and messaging to the public. City staff have
evaluated various factors to formulate a schedule to restart the disconnection policy.
Factors considered included:

e Required 90 day no-shut-off policy for final CAPP grant;

e Timing of year-end holidays;

e Impact of SB 998 “Water shutoff Protection Act” and resulting need to disconnect
electric rather than water;

e Availability of field staff to execute unprecedented volume of disconnects in a short
period of time;
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e Sunset on remote accessibility of old-model remote access meters, effective
December 31, 2022, and impact to ability to disconnect remotely;

e Time and cost to replace remote access meters;

e Limited experience of newer Treasury staff in processing disconnects and related
customer concerns; and

e New Munis Utility Billing system implemented after moratorium began — disconnect
process with new system is untested and will require additional training.

Taking all the above factors into consideration, staff recommends the following schedule
to restart the disconnection for non-payment policy. All mailers to customers will give
clear notice of upcoming dates for disconnection, provide an invitation to set up a payment
plan prior to any disconnection, point customers to resources available for further
assistance, and list contact methods available to reach Ultility Billing staff for questions.

Proposed Schedule:

December 2022:
+« Utilities billing staff have already started to test Munis system to generate an
accurate and usable delinquency list — this will continue throughout the restart plan.

January 2023:

« Apply CAPP2 grant funds to eligible customer accounts, which starts the final 90-
day grace period;

+ One page inserts in each customer utility bill, advising of upcoming reinstatement
of policy effective April 2023; and

+ Purchase order for new remote-access meters to be submitted; installation of
meters to begin.

February 2023:
+ One page inserts in each customer utility bill, advising of upcoming reinstatement
of policy effective April 2023; and
++ Delinquency notice mailed separately to each delinquent customer, with 60-day
notice.

March 2023:
++ Delinquency notice mailed separately to each delinquent customer, with 30-day
notice; and
+ Increased Ultility Billing and Treasury staff training for processing disconnects and
reconnects.

April 2023:
s 48-hour termination notices sent to delinquent customers;
+ Resume disconnects;
% Increase staffing to physically disconnect delinquent locations; and
+ Increase staffing to process reconnections and address customer concerns.
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Fiscal Impact:

If disconnects do not resume, all indications are that many customers will continue to
delay paying their utility bills. At the current rate of approximately $240,525 increased
delinquent A/R per month, the UB A/R is projected to be over $10.7M by the end of
FY 2023, with approximately $7.1M of that attributable to late bills.

Even as the City has held a moratorium on disconnects for non-payment, the City
continues to incur costs for providing utilities: purchase of electricity, treatment of water
and wastewater, utility service and maintenance, etc. However, with an ever-increasing
number of delinquent accounts, each utility has not received the equivalent cash flow to
offset the continued costs. The City’s public utilities exist for the benefit of the customer
and the City is not in the business of making a profit. However, the utilities are not able
to provide services for free. If the UB A/R continues to grow as projected and the
arrearages are not collected soon, then the decreased cash flow will necessitate
increased fees to all customers to maintain current service levels. Penalizing customers
who pay their bills on time to offset ongoing service to customers who do not pay their
bills is not equitable nor sustainable for any of the enterprise funds.

Conclusion:

Due to the COVID-19 pandemic, there has been a moratorium on City utility service
disconnections for non-payment on commercial and residential City utility accounts since
March 17, 2020. In that time, the Ultility billing Accounts Receivable balance has
increased by approximately $2.0 million, even after applying over $4.2 million in grant or
rebate funding to customer accounts. As of September 30, 2022, over 4,300 customer
accounts were in arrears. If the moratorium on disconnects for non-payment is not
rescinded, and customers continue to be provided services without penalty for non-
payment, the UB A/R is projected to be over $10.7M by the end of FY 2023.

Respectfully submitted,

Christie Donnelly, Management Services Director

APPROVED FOR SUBMITTAL TO THE CITY COUNCIL.:

Dean Albro, City Manager

Attachment: Resolution No. 6554(22)
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