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Steps
* Introduction to Stormwater Rate Setting (May 20) g
* Prop 218 Quirks
* Financial Analysis (June 17)
* Revenue Requirement B

* Preliminary Rates (July 15)
* Method & Structure

* Rate Ranges
* Political Realities

* Draft Rate Study & Recommendation to City Council

Future Tasks

* City Council Consideration
* Prop 218 Implementation
* Public Outreach

City of Davis, Utilities Commission - - Storm Drainage Rate Study - - October 21, 2020




Stormwater Fee Study
(Fee Report)

1. Define Facilities and Services

2. State Revenue Requirement
* Operations
* Regulatory
* Capital

3. Establish Apportionment
* Structure
* Prop 218-Compliant

4. FeeSchedule
* First Year Rates
* Inflationary Factor for Future Years
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Revenues & Expenses —

Revenue Requirements FY 22 FY 22
EXPENSES .
* $2.07 m Baseline O&M ' |
Capita

* $0.87 m Additional O&M Needs ” "
° I 3

$29.3 m Capital Needs Requlatory — Add
Rt b i o b b b i o b b b o b A e o 2.5

O&M - Enhanced

* Convert to Annual Revenue Requirement .
* Apply a 30-year rate model 15
AR S At b i b b i b i b b a b i b A N O&M - Current
* $4.10 m Revenue Requirement 05

* FY 22

Current Revenue  Projected Expenses

Page 7 Page 8
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Capital Improvements
: - 7 e gh r;
Shown in thousands |L
Projects / Programs Cost
¥
SDS # lacement S 1922 i
SDS #3 Replacement 16,752
~ SDS #5 Raising & Upgrades 7,140
Covell Channel Widening 1,579
Plans & Studies (Asset,
: : 1,000 |
Capacity, Ponds, Basins) [
A | Misc Upgrades (inlets, T
nnua |sc. pgrades (inlets o0 I¥ 1
trash racks, siphons, sumps) }
|
Total Capital Improvement k
- pitatimp $ 29203 |}
Program S8




30-year Model

* Basis for 5-year rate schedule

Elements

Assumptions
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Some debt runs up to 30 years

Revenue

Utilities often look at 10- or 20-year horizon

Stormwater Rates extend well beyond 5-year window

Expenses

PayGo CIp

Debt Service

o

Escalation Rates

Revenues

2.60%

Based on Consumer Price Index
("CPI")average over past 30 years, with
an annual cap of 3% and "banking"

allowed

O & M Costs

2.78%

Based on the "Leland Model" with
personnel at 3.26% and other operating
costs at 2.0%

CIP Costs

2.60%

Based on Construction Cost Index

average over past 30 years

Interest Earned

‘Reserve Interest I 2.00%;

As recommended by City staff

Debt Assumptions

Interest

4.00%

Debt Issuance
Cost

2.00%

Debt Reserve

Amount

One yeat's debt service

Debt Setvice
Structure

Level payments

Debt Setvice

Coverage

110%

Ratio of pledged revenue to debt service
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Rate Comparisons

FamilyA-D
* $29 m CIP in 30-years
* Rates not phased in

Family E-F
* $29 m CIP in 30-years
* Rates phased in (5 or 10 yrs)

Family G- H

$155/160

* Partial CIP in 30-years
* $20m/%$10m $114
* Rates phased in (20 yrs) $87

Line |

* Minimal CIP
 Rates not phased in
 Rates increase @ 2.78% fixed

400

350

300

250

200

150

100

30-Year Annual Rate Scenarios Page 13

$72 (existing)/ -

Scenario Revenue Req't
Scenario A $4.18 million
Scenario D $4.03 million
Scenario R (ave) $4.1 million
1 2 3 45 6 7 8 9 10
A B C D E F *G emmm oH cesces
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Revenue Recommendation

* Average of four basic scenarios (A —D)
Pros

* Includes full $29.3 m CIP

B0O3542754 F

* Allows early CIP and Reserve implementation

* Not sensitive to if (how much) debt is used
* Allows City flexibility in applying debt / delivering projects

Cons

ik
S
A §
g

7
:

ol &
A B
A :

* Rates are 2x current rates
e Community Acceptance

THIS NOTE IS LEGAL TENDER
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Rate Calculation — Single-Family Equivalent (SFE)

SFE = 3,486 sf Impervious Area
Meets Proposition 218 Requirement

Imperv Area Non-Res %I1A SFE / ac
Category Category

Small 2,710 sf 0.78 Apartment 63.3%
el 3,468 sf 1.00 Commercial 83.8% 10.53
Large 4,622 sf 1.33
° Office 69.1% 8.68
Very Large 5,156 sf 1.49
Condo-Med 2,257 sf 0.65 Institutional 59.7% 7-50
IS Instit w/ field 41.9% 5.26
Condo-Hi 1,045 Sf 0.30
Density Park /Vacant 5% 0.63
Page 17 Page 18
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Convert Revenue Requirements
to Rates

* Total SFEs = 26,090
* Revenue Requirement =$4.1m

* Rate =(s4.2.m /26,090 =) $157.15 per year
* $13.10 per month for average home

Land Use Category

Proposed Monthly Rate
FY 2022

Residential *

Small Under 0.14
Medium 0.14 to 0.22
Large 0.23 to 0.27
Very Large Over 0.27

Condo - 1 Level
Condo - 2+ Levels

S per parce
S 13.10 per parcel
S 17.45 per parcel
S
S

19.47 per parcel

Non-Residential **

Mobile Home Park
Apartment

Comm / Industrial / Retail
Office

Institutional
Institutional w/ Field
Park

Vacant (developed)

Open Space / Agricultural

98.20
104.08 peracre
137.86 peracre
113.63 peracre

98.20 peracre

68.89 peracre

8.22 peracre

8.22 peracre

not charged

Page 21
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*Single-Family Residential category alsoincludes du-tri-and four-plex units

** Non-SFR parcels size is calculated to a hundredth ofan acre
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Context of Other City Utilities

Average SF Customer Utility Bill

Water Charges Water Base Charge (Meter Size) S 13.07
Water Consumption Charge S 40.08
Stormwater Charges Stur.m Drainage | | S 3.43
Sanitary Sewer (Drainage Water Quality)* | $ 1.46
Municipal Service Tax* S 8.43

Non-PW h
on-PWUQ Charges Public Safety Charge* S 6.61
Solid Waste Charge 65 gal garbage S 38.95
Sewer Base Charge S 3.94
Sewer Charges  Sewer Volume Charge S 21.91
Sewer Per Unit Charge S 18.26
S 156.14
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Utility Bill for Average
Home

180.00

160.00 Total Grows 5%

140.00

120.00

100.00

80.00

60.00

40.00

20.00

0.00
Existing Proposed

B Water W Storm M Other ® Trash m Sewer
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Rate History

Normalized Rate Revenue Comparison
Stormwater/Wastewater/Water Utilities

02 03 04 05 06 07 08 09 10 11

e Stormwater
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12 13 14 15

e \\/astewater

- October 21, 2020

16

17 18 19

e \\ater

20 21 22 23 24 25
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Other Rate Considerations

* Credit for Low Impact Development (LID)
* 25%
* Mostly for new development

Page 19-20

* Inflationary Factor
* Equal to Consumer Price Index (CPI-U, SF Bay Area)
* Not to exceed 3% in any single year

e Excess CPIl can be “banked” and used later

Page 22

 Keeps future rate increases capped
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10/12/2020

Next Steps

* Tonight ¢ Community Engagement
e Commission Determines Rate e Stakeholders Outreach
Recommendation to Council » Community Meetings

* During 45-day Notice Period

* Council to Receive Report
* Media Outreach

* Likely two meetings:

* Study session . EDO.CI?
* Formal Action (begin Prop 218 Process) rin N
* Mail (prop 218 Mailings)
* Prop 218 Process (4+ months) * Other Channels

* Notice of Hearing

* Conduct Hearing

* Mail Ballots

* Tabulate Ballots

* Concluding Action by Council

City of Davis, Utilities Commission - - Preliminary Storm Drainage Rates - - July 15, 2020



