AB 3036 (Yee) – Capital Facilities Fees

Background Summary

What AB 3036 Does:

AB 3036 would amend existing law to repeal portions of a 1988 legislative compromise that dictates how municipal utilities can collect capital expenses from their government agency customers (public agencies, schools, and universities).  Current law states that any capital charge imposed upon a government agency customer, no matter how the charge is assessed (one-time, monthly, or periodic), must be proportionate to the customer’s usage of the utility facility.  Additionally, with respect to public schools, universities, and state agencies, capital charges must be for utility facilities that actually serve the customer and any increase in an existing capital charge that exceeds the rate of inflation must be negotiated.  AB 3036 would exempt from the above requirements any capital charge that is part of a government customer’s monthly utility bill.  This exemption would give municipal utility districts the ability to legally embed a disproportionate share of capital costs in the monthly utility bills of their government agency customers, even capital costs associated with unrelated new growth and development.  The only standard imposed by AB 3036 is that rates paid by government agency customers must be determined by the same criteria and methodology applied to the rates of comparable nonpublic customers.  This, in effect, would be no standard at all because the municipal utilities have sole authority to determine the criteria and methodology and could very easily game the system to ensure government agency customers pay utility rates higher than all other customers.  

Costs to UC:  At least $5.5 million system-wide each year.

Campus-specific example: The San Francisco Public Utilities Commission expects to spend $2 to $3 Billion to upgrade the Hetch Hetchy reservoir.  If AB 3036 is approved, UCSF could be forced to pay millions of dollars more in capital charges.  These additional capital costs would be assessed without regard to the portion of the project that actually serves UCSF.

Arguments Against AB 3036:

Represents a unilateral move by municipal utilities to re-write a long-standing legislative compromise in the final hours of the legislative session.  The bill has not been adequately debated in the Legislature and has had little, if any, public scrutiny.  The Legislature should reject this eleventh hour “gut and amend” by municipal utilities to raid the state General Fund and the coffers of public schools.

Allows municipal utilities to take millions of dollars from public schools and universities without any independent scrutiny from the Governor, State Legislature, or any regulatory agency at a time when our budgets have been cut severely.    

Legitimizes the practice of embedding capital charges in the monthly utility bills of government customers at a time when such practices are the subject of a pending, multi-million dollar lawsuit by the State Attorney General to recover excessive fees.
Allows municipal utilities to shift capital costs associated with new growth and development to existing government agency customers and would eliminate the requirement that government agency customers only pay for those utility facilities that actually serve them. 

Eliminates all effective grounds for the State to challenge excessive charges and guarantees that costly litigation and lengthy legal battles will be the only means of resolving problems.

Requested Legislative Action: Vote “NO” on AB 3036 

