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UMB

TO: Honorable Mayor Dave Burgess and City Council Members
City Administrator Elizabeth Hansen; Public Works Director Dalton Jacobus
City of Windsor Heights, lowa

FROM: Chip Schultz, Senior Vice President | Public Finance, UMB Bank, n.a.
Email: chip.schultz@umb.com; Telephone: 515.554.7266

DATE: Friday, July 13, 2018

RE: Summary of Analysis for Storm Water Public Infrastructure Funding

The purpose of this memorandum is to review an initial draft analysis pertaining to the City of
Windsor Heights (“City”) stated goal of generating additional annual revenue from its Storm
Water Utility (“Utility”) for the purpose of funding future Utility public infrastructure needs. This
memo will also summarize the detailed analyses reflected in the attached planning models and
provide an overview of the key factors which drive annual revenue of the City’s Storm Water
Utility.

Background. My understanding is that the City’s Storm Water Utility was originally established
in February of 2005 in order to generate funding for Storm Water infrastructure needs directly
from a purpose-specific enterprise fund. The Storm Water Utility is a proven method of providing
a reliable funding source for the management of storm water programs. This funding source is
provided through a user fee, similar to fees collected for public water and wastewater services.

The City has updated its Storm Water user charges over time in order to generate adequate
funding levels for the City’s infrastructure needs, including recent fee ordinance adjustments in
June of 2012, June of 2017 and January of 2018. In 2012, | understand the City worked with a
consultant from a company named EOR which is a water resource-based engineering and
environmental consulting firm. EOR staff worked on billing considerations with Des Moines
Water Works’ staff members in order to refine and implement the primary basis for billing the
City’s Storm Water Utility customers, the Equivalent Residential Unit, or ERU.

Factors Influencing Annual Revenue. The City currently charges a Storm Water Utility fee on all
single family homes at the rate of $5.50 per month or $66 per year. For billing purposes, each
single family home is considered “1” (one) Equivalent Residential Unit. | understand that EOR,
the City’s storm water consultant, worked with Des Moines Water Works and City staff to develop
appropriate ERU billing units for each non-residential (commercial) customer, which information
is listed in the attached Appendix A.

The fundamental factors driving the City’s Storm Water Utility revenues are the dollar charges,
based on the customer type and reflected in the City’s ordinance, multiplied by the ERU for each
particular customer.
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As reflected in the attached Exhibit 1 and Exhibit 2, the City currently bills its customers at the
follow levels on a monthly basis:

Billing Rate (Monthly)

Residential $5.50 per ERU unit per month 1
Non-Residential, or Commercial $4.31 per ERU unit per month '

For purposes of organizing the City’s 2,073 Storm Water Utility customers into comprehensible
segments, | have organized, purely for purposes of this analysis and not for billing purposes, the
customers as shown in the following table.

Number of Equivalent

Residential Units (ERU)

Category for Billing Purposes
Residential = 1 ERU per Single Family Home 1,977.000 1
Residential > 1 ERU per Account 218.906
Residential Subtotal 2,195.906
Non-Residential, or Commercial 4,003.051
Aggregate Total ERUs (City Wide) 6,198.957

(1) Generally consists of apartments, multi-unit residences or larger single family lots.

Future Projects. In preparation for the City’s two primary future Storm Water infrastructure
projects, | have developed three initial scenarios for your review. All three scenarios are
projected to provide adequate Storm Water Utility revenues - from now until the end of Fiscal
Year 2021-22 - in order for the City to fully fund the 69t Street (Mott Avenue to School) and
College Drive (73 Street to Harbach) Storm Water Utility Projects as identified in the City’s
Capital Improvements Plan.

Exhibit 1 — Current Status Summary. This exhibit provides a general overview of the breakdown
of customers, Equivalent Residential Units, current user rates and the calculated month and
annual revenue figures, and the percentage allocation of current revenues between residential
and commercial customers. This essential information provides the building blocks for the future
planning model information used in Exhibit 2 and Appendix A.

Exhibit 2 - Recap of Current Rate Structure and Summary of Three Initial Scenarios. The City’s
current Storm Water user rate structure is provided in the medium-blue shaded area, including
the billing rates, revenue per customer category, revenue percentage breakdown and certain
select customer billing information. The information listed in the table is presented in a side-by-
side format, relative to the proposed user rate scenarios, in order to allow efficient comparison
of the potential scenarios.

Generally speaking, the City’s overall Storm Water Utility revenue needs to approximately
increase by 42% annually, or $150,000 per year, in order to fund the future Storm Water Utility
projects from cash on hand.
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Scenario A The logic behind Scenario A is to provide an option for City Council review which
maintains the same approximate revenue breakdown as currently exists, between residential
and commercial. Specifically, Scenario A provides for residential customers covering 41.03%
of annual Storm Water revenue, compared to current residential revenue at 41.18%. This
scenario provides for commercial/non-residential customers to generate 58.97% of annual
revenue, compared to 58.82% currently.

In Scenario A, a residential bill will move from its current level of $5.50 per month to $7.80
per month. The single largest Utility customer, Sam’s Club would see their monthly bill move
from $2,265 to $3,232.

Scenario B Scenario B is provided an option for City Council review in order to demonstrate
a truly flat user rate structure for all Storm Water Utility customers, while generating
$150,000 in additional annual Utility revenue. A flat user charge of $6.73 per ERU, applied
exactly the same to all ERUs in the City would meet the additional revenue target.

Scenario C Scenario C is provided, in large part, as a hypothetical scenario in order to
demonstrate the revenue increases needed which would be associated with a 50% residential
/ 50% commercial overall revenue breakdown. With this approach, a single family home
would see their billincrease to $9.53 per month which is a 73.24% increase over current rates.
This scenario is instructive to contemplate but not likely to be acceptable.

Appendix A - Detailed Customer Billing and Revenue Information. Appendix A is provided in order
to demonstrate the detail behind all of the calculations summarized in Exhibit 2. Please note that
customer information for the 1,977 single family customers of the City are “hidden” so as to avoid
this report printing out on 33 pages. The billing rates are the same for each of these customers
so it is not material to see each row.

There are a significant set of numbers to review in this material and | look forward to having an
initial discussion with the City Council regarding the content of our ‘first draft’ analyses. | also
want to apologize for the amount of time this work has taken me to complete. Thank you for
your patience and for the opportunity to serve the City of Windsor Heights.
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