Council Meeting Date: February 1, 2010 Agenda ltem: 6(b)

CITY COUNCIL AGENDA ITEM
CITY OF SHORELINE, WASHINGTON

AGENDA TITLE: Surface Water Utility Rate Presentation Update
DEPARTMENT:  Public Works
PRESENTED BY: Mark Relph, Public Works Director

Jesus Sanchez, Operations Manager

Brian Landau, Surface Water Management Supervisor

PROBLEM/ISSUE STATEMENT:

The purpose of this staff report and presentation to Council is to provide a general
overview of the Surface Water Utility, including operational responsibilities, capital
improvements, planning functions, staffing levels and long-range financial planning.

On July 11, 2005, the Council passed Resolution No. 235 to adopt the City’s first
Surface Water Master Plan (SWMP). The SWMP contained a financial analysis of the
surface water utility rates to support the recommended surface water capital projects
(including repair and replacement) and necessary operational and maintenance (O&M)
needs. The resulting financial plan is over a six-year term.

The Operations Division’s Surface Water Management staff will be conducting a
thorough financial review and analysis of the surface water utility rates as part of the
overall Surface Water Master Plan (SWMP) update and the division’s 2010 work
program. The surface water utility rate study is critical to the SWMP, as there is a need
to assess the existing surface water revenues in relation to the costs associated with
the near- and long-term needs of surface water capital projects, infrastructure A
replacement, and O & M. lItis considered sound financial practice to conduct rate
studies for utilities approximately every five to six years.

The rate study wrll allow the City to gain a better understanding on what the City’s
surface water utility fund can afford as the City develops its next 5-10 year plan. This
study will address the level of service that will be provided based on revenue
projections, present an analysis of the assumptions, input parameters and outcomes of
the analysis, and provide a recommendatlon and justification for adjustments to the
surface water utility rate.

RECOMMENDATION

No action is required. Staff is presenting to Council an update of the Surface Water
Utility Rate.

Approved By: City Manag Attorney
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INTRODUCTION

The Surface Water Utility is an “enterprise fund”, thereby the revenue collected from
fees and charges supports all operational and capital needs without any outside
subsidies from other City funds. Therefore, the maintenance, staffing, equipment and
capital requirements are all balanced against a rate structure over an extended period
of time. This report will discuss the purpose of the utility, the improvements the City has
made since incorporation and the long-range financial status of the utility.

Over the last five years, the Surface Water program has addressed significant
operational, maintenance and capital needs, including priority “Level 1” flooding issues,
plus water quality and habitat enhancement projects identified and prioritized in the
2005 SWMP. These capital projects reflect a significant investment by this City to
address decades of neglect of storm water planning and infrastructure. Some notable
capital projects have occurred in the Boeing Creek Watershed, including the Boeing
Creek North Stormwater Pond, Pan Terra Drainage Project, Darnell Park Drainage
Project, and the Aurora Avenue Phase | stormwater quality facilities. Several other
projects have occurred within the Thornton Creek watershed, including the Thornton
Creek/Ronald Bog drainage improvements projects. In addition to projects in those two
watersheds, many other small works projects have been constructed throughout the
City. All of these projects are supported through the current SWM Utility Fee structure.
Attachment A presents a budgetary synopsis clarifying in more detail the funding
strategies and programs supported by the surface water utility rates, adopted each year
by Council.

As a result of the completion of many of these projects, the City currently experiences a
nominal number of flood-related calls, as compared to the 200+ calls the City used to
receive during a normal annual rain event. The real property flood related calls have all
but disappeared, and have been replaced by secondary-level calls (nuisance flooding),
such as standing water in the driveways or along the curb.

However, it is important to recognize that capital improvements and new facilities
necessitate an increase in costs associated with maintenance and the repair and
replacement of new and existing stormwater infrastructure, as well as rising costs
related to stormwater permit compliance requirements. Although the City has sufficient
funding for the current level of services, a rate adjustment may be needed in the future if
the City expects to see more improvements in its aging stormwater infrastructure.

BACKGROUND

The basis for the City’s current Surface Water Management program was established in

the 1998 Shoreline Comprehensive Plan. The plan contained policies to accomplish

goals that included accommodating growth, promoting compatible development,

protecting the natural environment, and making effective and efficient use of public
-funds.

The many activities that make up a surface water management program can be
expressed in terms of three basic areas of service:
(1) provide flood protection from stormwater impacts,
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(2) protect water quality, and
(3) preserve stream habitat.

Flood Protection:

Flood protection involves preventing flood damage to property and disruption of mobility
and critical services. This is accomplished pnmarlly through the planning, design,
implementation, and maintenance of channels, pipes, roadside ditches, culverts,
detention ponds, and natural and manmade open watercourses. The City’s Capital
Improvement Program (CIP) reflects many of these improvements and is updated each

- year as part of the budget process. Attachment B is a map of the Surface Water Capital
projects identified.in the 2010-2015 Surface Water Capital Improvement Plan.

Water Quality:

The water quality program area involves preventing pollution through public education
and involvement, enforcement, maintenance, and capital projects. This includes
monitoring pollutant levels in water bodies throughout the City, addressing sources of

- pollution, constructing treatment facilities, and maintaining the City’s stormwater

. drainage systems through street sweeping, catch basin cleaning and other activities, as
well as inspections and code enforcement of commercial facilities. The program is also
responsible for the City’s regulatory compliance with the Natlonal Pollution Discharge
Elimination (NPDES) Phase Il permit. :

Stream Habijtat:

The stream habitat program area mvolves identifying and preserving existing habitat,
identifying high-quality stream habitat in the City, enforcing development standards that
prevent development in critical areas such as stream and wetland buffers, providing
public education, and coordinating public efforts to protect or enhance habitat. -

The Surface Water Program is funded through residential and commercial surface water
utility fees. The fee, at least in part, is the result of unfunded federal Environmental
Protection Agency (USEPA) and Washington State Department of Ecology mandates
on stormwater discharge. This fee is used to maintain, repair, and improve the City's
stormwater drainage system, including streams and wetlands, and support the annual

- compliance with the NPDES permitting standards. This fee is similar to a water or

- sewer fee. In essence, customers pay a fee to convey stormwater from their properties.
- The current residential rate in Shoreline is $130 per year. A breakdown of existing

~ surface water utility rates of other King County municipalities is provided on Attachment:
C.

The Surface Water Fund supports over 10 full-time employees (FTE) within the Public
Works Department (4.1 FTE in Surface Water and Environmental Services, 4.1 FTE in
Surface Water Roads, 0.91 FTE in the Surface Water Capital Fund, and 1.49 FTE in
Surface Water Capital Engineering).

Two planning functions that have received a fair amount of attention over the past few
years include basin planning and flood plain mapping. Basin planning is key to the
short and long range planning for CIP program management, which includes the
assessment of the hydrologic and hydraulic conditions, plus habitat and water quality
assessment. The basin plans provide a road map of basin specific recommendations to
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improve drainage, water quality, and habitat through projects, programs, and
regulations. The SWMP will then prioritize the improvements within each basin and
then collectively to achieve the recommended CIP.

Flood Plain Mapping is a critical component of all basin planning and evaluations.
Floodplain mapping studies provide the technical information necessary to understand
basin-wide flood risks and develop effective flood management plans. Floodplain
management strategies allow for the reduction in flood risks through projects, planning,
and regulations. Effective floodplain management reduces human and property
susceptibility to flooding, and can reduce the actual flood levels and peaks.

Managing flood risks has been a central focus of the National Flood Insurance Program
(NFIP), which was created in 1968 and administered by the Federal Emergency -
Management Agency (FEMA). The NFIP has two major components; 1) shift the
burden of costs for flood losses from the taxpayers at large to flood plain occupants,
and 2) reduce losses due to flooding through flood plain regulatory action. A major
incentive to accomplish effective floodplain management is through flood insurance
availability to all homeowners and the required flood plain regulations necessary to
control development in the flood plain.

The hydrologic and hydraulic assessment of each basin allows for the development of
flood plain maps. The typical standard is to use FEMA methodology, which can result in
updates to the Flood Insurance Rate Maps (FIRM). Most cities throughout the country,
including Shoreline, adhere to these standards, which allow our citizens to access the
lower insurance rates of the NFIP and provide guidance for development in flood prone
areas. The recent basin study of the Thornton Creek drainage and subsequent
improvements at Ronald Bog is a very recent example of this type of analysis and -
planning.

The ability of the Surface Water Rate Utility to continue to finance capital improvement
projects, support Operations & Maintenance (O&M), plus repair and replacement (R&R)
of our infrastructure, depends in large part on the level of SWM fees. If SWM fees are
increased, then additional needed capital and programmatic improvements could be
made over time. Conversely, if SWM fees remain at the current level, there will be less
revenue to design and construct capital projects, thereby requiring more resources to be
dedicated to O&M. Overtime, this could be a significant issue for the utility (see
Attachment D).

NEXT STEPS: :

In the ensuing months, staff will begm the 2010 SWMP update process by contracting

for a utility rate study. The scope of work for this contract will likely include: -

e Evaluate the policies that guide the development and financial decisions of the utility

o Assess the priorities of current and proposed capital projects.

o Evaluate the appropriate level of maintenance for the system.

¢ Review financial options to set a rate structure to fund the utility over time, including
possible credits for existing properties that develop Low Impact Development
improvements.
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» Review the various basins in our City to establish a priority for basin planning.

Separate from the consulting contract, there will be a staff audit of the county’s system
that collects fees for the City’s utility. The intent is to complete the update as the
Council moves through the City’s budgeting process later this year.

RECOMMENDATION

-No action is required. Staff is presenting to Council an update of the Surface Water

Utility.

Attachment A:;
Attachment B:
Attachment C;

Attachment D;

ATTACHMENTS

Surface Water Utility Financial Budget identified in the 2010-2015
Surface Water Capital Improvement Plan

Map of Proposed Surface Water Capital Projects identified in the
2010-2015 Surface Water Capital Improvement Plan

Comparison of Surface Water Utility Rates of other King County
Jurisdictions

2005 Projection of Surface Water Utility Costs and Projected

- Revenues over 20 years
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City of Shereline 2010 - 2015 Capital Improvement Plan
Program Summary
Surface Water Utility Fund

‘Proposed Utility Rate Increase

SWM Rate - Residential-Single Family Home Annual Fee
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Projects to be completed in Current Year 2003)
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|Cromarell Park Burface Water Enhancement
[East Boeing Creck Drainage Improvemeants
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ATTACHMENT A. Surface Water Utility budget identified in the 2010-2015 Surface Water Capital Improvement Plan
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Comparison of Shoreline's Current Surface Water Utility Rate with other King County Municipalities
(Single Family Residence (2010 Rates)
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-ATTACHMENT B. Comparison of Surface Water Utility Rates of other King County jurisdictions
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ATTACHMENT C. 2005 Projection of Surface Water Utility Costs and Projected Revenues over 20 years.



