Winnetka Village Council
STUDY SESSION
Village Hall
510 Green Bay Road
Tuesday, May 14, 2013
7:00 PM

AGENDA

1) Call to Order
2) Stormwater Utility Feasibility Study Final Report
3) Public Comment

4) Adjournment

NOTICE

Emails regarding any agenda item are
welcomed. Please email
contactcouncil@winnetka.org, and your
email will be relayed to the Council.
Emails for a Tuesday Council meeting
must be received by Monday at 4 p.m.
Any email may be subject to disclosure
under the Freedom of Information Act.

All agenda materials are available at villageofwinnetka.org (Council > Current Agenda); the Reference Desk at the

Winnetka Library; or in the Manager’s Office at Village Hall (2™ floor).

Broadcasts of the Village Council meetings are televised on Channel 10 and AT&T Uverse Channel 99 every night
at 7 PM. Webcasts of the meeting may also be viewed on the Internet via a link on the Village’s web site:

villageofwinnetka.org

The Village of Winnetka, in compliance with the Americans with Disabilities Act, requests that all persons with
disabilities who require certain accommodations to allow them to observe and/or participate in this meeting or have
questions about the accessibility of the meeting or facilities, contact the Village ADA Coordinator — Megan Pierce,

at 510 Green Bay Road, Winnetka, Illinois 60093, 847.716.3543; T.D.D. 847.501.6041.
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Executive Summary:

Beginning after the severe flooding of September 2008, the Village has been developing a series of
comprehensive flood risk reduction improvements to reduce flooding from the 100-year storm event
in 8 areas throughout the Village. The proposed improvements are estimated to cost approximately
$41.1 million.

In the fall of 2012, the Village engaged the services of Municipal & Financial Services Group
(MFSQ) to analyze financing options and methods for the improvements, including evaluating the
feasibility of funding improvements via a Stormwater Utility. MFSG completed four workshops with
the Village Council and public to evaluate and discuss various aspects of stormwater financing,
including: 1) Stormwater Funding Mechanisms, 2) Level of Service, 3) Rate/Fee Analysis, and 4)
Implementation.

MFSG has completed their feasibility study and recommends a stormwater utility as the preferred way
to fund the proposed improvements, should the Village proceed with construction. MFSG's final
report is attached.

Recommendation / Suggested Action:
Review Stormwater Utility Feasibility Study Final Report and provide policy direction.

Attachments:

1. Agenda Report
2. Stormwater Utility Feasibility Study Final Report
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Agenda Report

Subject: Stormwater Utility Feasibility Study Final Report
Prepared By: Steven M. Saunders, Director of Public Works/Village Engineer
Date: May 1, 2013

Flood Risk Reduction Studies

During the weekend of September 13-14, 2008, the Village received nearly 9 inches of
rainfall, most of it falling during an 18-hour period on Saturday. This extreme rainfall
produced significant flooding throughout the Village, and particularly in low-lying areas
in the west and southwest portions of town. As a result of this flooding, and the public
expressions of concern that followed, the Village engaged Christopher B. Burke
Engineering, Ltd. (CBBEL) to perform a Flood Risk Reduction Study of the southwest
Winnetka areas that experienced the most severe flooding. The study was completed
during the summer of 2009, and in September, 2009, was presented to the Village
Council for initial discussions.

The CBBEL study identified and evaluated several possible stormwater drainage
improvements, and recommended two major projects to provide some relief from the
conditions experienced in September, 2008. One set of improvements would provide
flood risk reduction for the area south of Willow Road and east of Crow Island Woods,
and the second set of improvements would provide flood risk reduction for areas east of
Hibbard Road along Pine and Spruce Streets, and also along Ash, Cherry, and Oak
Streets. These projects carried an estimated cost of about $8 million.

During preparation of the FY 2010-11 Budget, the Council discussed at some length how
to develop an effective strategy to move forward with engineering, construction, and
financing these stormwater drainage improvements, which would require a significant
investment. The Council wrestled with the desire to improve stormwater drainage, while
engaging the Village in the necessary public education and discussions about the scope,
reach, and effect of improvements; funding priorities; funding mechanisms; and timing.

As a follow-up to these discussions, staff and the Council developed a plan to advance
the proposed improvements, while continuing the necessary aforementioned community
discussions. One aspect of that strategy was to expand the Flood Risk Reduction Study to
other areas of the Village, so that the resulting action plan can be considered on a
Village-wide basis. The Village commissioned this study with CBBEL in November,
2010. The scope of this study consisted of evaluating six additional drainage basins,
identified by resident feedback surveys and staff input, and developing possible
improvement alternatives for each area. These supplemental areas, and associated 10-year
flood improvements, are summarized below.
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Underpass Study Area. CBBEL evaluated 4 possible alternatives to reduce the risk of
flooding in this area, focusing on the Winnetka Avenue underpass and the intersection of
Sunset Road and Green Bay Road. The recommended alternative consisted of eliminating
the bottleneck east of the intersection of Sheridan Road and Elder Lane by installing 5’
by 7’ reinforced concrete box culvert beneath Elder Lane and across Elder Park, and also
constructing an additional, parallel 36” diameter storm sewer from the underpass along
Winnetka Avenue and Essex Road up to Elder Lane. A water quality (sediment and
bacteria control) structure would also be added beneath Elder Lane Park. This alternative
was estimated to cost approximately $2.4 million.

Cherry Street Outlet Study Area. CBBEL reviewed two alternatives to reduce on-street
flooding along Sheridan Road. The recommended alternative consisted of adding a 24”
diameter outlet sewer to Lake Michigan at Cherry Street, constructing a water quality
structure and erosion control measures, and increasing the Sheridan Road storm sewer to
36-inch diameter from Oak Street to Cherry Street. These improvements were estimated
to cost approximately $692,000.

Spruce Outlet Study Area. CBBEL evaluated several alternatives to address flooding on
Sheridan Road near and south of Maple Street, and also in the area of Tower Road and
Foxdale Avenue. The recommended alternative consisted of constructing a new diversion
outlet to the lake across the southern end of Lloyd Park across the existing parking lot
and down to the lake. By diverting flow out of the system, flooding along Sheridan Road
to the south would be eliminated. These improvements were anticipated to cost $368,000.

Provident Avenue Study Area. CBBEL studied two alternatives to address flooding in the
Provident Avenue Study Area. Both alternatives addressed flooding in the northern part
of the watershed by diverting flow down Pine Street westward towards Hibbard Road.
The recommended alternative consisted of constructing increased storm sewers north of
Pine Street, and a new 36” storm sewer down Pine Street to Glendale Avenue, south to
Elm Street to possible underground storage between Washburne and Skokie Schools,
ultimately to the detention facility identified as a possible improvement at Duke Child
Field. These improvements were estimated to cost $6.8 million.

Greenwood Avenue Study Area. CBBEL studied several alternatives to reduce flooding
in this area. The recommended alternative consisted of constructing 12” diameter laterals
to drain the low areas in the rear yards of the problem areas to the existing Greenwood
and Tower Road storm sewers, and modifying the pump settings in the Tower Road
pump station to activate the pump at a lower water level. These improvements were
estimated to cost about $67,000.

The projects in this supplemental drainage study, added to the two southwest Winnetka
projects, would carry a total cost of about $14 million. This supplemental drainage study
was presented to the Village Council in early July, 2011.

Agenda Packet P. 4



July 2011 Flood and Follow-Up Study

During the overnight hours on July 22-23, 2011, the Village experienced a significant
flood event caused by over 6.5 inches of rainfall, most of which fell in a 2 % hour period.
In the aftermath of the July, 2011 flood, the Village evaluated whether the improvements
under consideration would have offered any significant flood protection against the event.
This analysis indicated that $14 million in 10-year flood reduction improvements would
have offered little benefit for a storm of that magnitude. As a result, the Village Council
contracted with CBBEL to evaluate more robust improvements to offer a higher level of
protection. These larger improvements significantly increased pipe sizes and the volume
of detention required on open space controlled by other agencies, and also significantly
increased the estimated cost. Following are the estimated costs required for the 25-, 50-,
and 100-year protection levels.

Drainage Area 25-year Cost | 50-Year 100-Year
Cost Cost

North  Willow Road and Provident | $13.0 million | $14.8 million | $17.5 million

Avenue Area

South Willow Road Area $9.7 million | $12.6 million | $17.8 million

Cherry Street Outlet Area $1.8 million | $1.9 million | $2.0 million

Underpass Study Area $2.9 million | $3.9 million | $4.4 million

Northwest Winnetka Area $2.2 million | $2.3 million | $2.9 million

Spruce Street Outlet Area $1.8 million | $1.9 million | $1.9 million

Totals $31.4 million | $37.4 million | $46.5 million

Given the costs of these projects, CBBEL developed an alternate approach consisting of a
large storm sewer under Willow Road (the “Tunnel Project”) extending from Glendale
Avenue to Lake Michigan, with multiple storm sewers extending into each of the
benefitted study areas. Constructing a large diameter, tunneled storm sewer is not an
additional study area, but rather a proposed improvement that benefits the North
(including Provident Avenue) and South of Willow Road Study Area, Cherry Street
Outlet Study Area, and the Underpass Study Area for the 100-year design storm event.
The benefits realized in each of the study areas included with this improvement are equal
to the benefits realized for the recommendations in each itemized study area. The
engineer’s estimate of probable cost is $34.4 million, or about $7.2 million less than
providing 100-year flood protection for each area through individual projects draining
water to the west. It should also be noted that the western options did not include the cost
of land acquisition, which would make those project options more costly to construct.

As a result, the proposed stormwater program can be summarized in the following table,
for the purposes of the financing information.
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VILLAGE OF WINNETKA STORMWATER IMPROVEMENTS
SUMMARY OF COSTS FOR ALL PLANNED IMPROVEMENTS

Estimate of

Project Description Probable Cost
Spruce Street Outlet Area Improvements

Tower Road/Foxdale Area S 1,162,853

Lloyd Park Outlet S 398,786
Northwest Winnetka Improvements

Tower Road/Greenwood Area S 3,581,924

Forest Glen Extension S 685,000
Winnetka Avenue Pump Station S 750,000
Master Plan and Rate Study

Stormwater Master Plan S 101,220

Utility Feasibility Study S 72,100
Willow Road Stormwater Tunnel Improvements

North Willow, South Willow, & Provident S 27,969,048

Cherry Street Outlet Area S 2,000,000

Winnetka Underpass Area S 4,400,000

Area F (west of Hibbard Road) roxk
TOTALS S 41,120,931

*** Cost estimated to be less than $100k but not finalized

The Council has discussed these projects but has not yet reached a complete consensus on
the extent of the Tunnel Project, particularly and specifically the improvements
designated for the Winnetka Underpass, with a cost of approximately $4.4 million. For
purposes of this discussion, the Underpass project is included in total program costs,
however staff will be presenting additional information at the May 21 Council Meeting,
so that the Council can determine whether this portion of the project should be included
in the proposed stormwater management program.

Stormwater Utility Feasibility Process and Report Summary

As part of determining how to implement necessary flood risk reduction improvements,
the Village has engaged the services of Municipal & Financial Services Group (MFSG)
to analyze financing options and methods for the improvements, including evaluating the
feasibility of funding improvements via a Stormwater Utility. MFSG completed four
workshops with the Village Council and public to evaluate and discuss various aspects of
stormwater financing, including: 1) Stormwater Funding Mechanisms, 2) Level of
Service, 3) Rate/Fee Analysis, and 4) Implementation.
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At the November 13, 2012 Study Session, the Council held a primer on various aspects of
financing stormwater improvements, including technical and legal aspects of bond
financing, stormwater utility details, use of reserves, and various rate and fee structures.

At the January 8, 2013 Study Session, MFSG presented Workshop #1, which focused on
levels of service associated with a stormwater program (the elements to be considered as
part of the Village’s program) and the source of program funding (property taxes, a utility
fee, or a combination thereof). At the February 12, 2013 Study Session, MFSG presented
Workshop #2, which examined the component elements of a stormwater fee, which drive
the means and proportions by which that revenue is collected.

At Workshop #3, the Council reviewed and refined MFSG’s calculated stormwater costs
and provided policy direction as follows:

1. Level of Service (i.e. program elements). After extensive discussion, the Council has
indicated that the level of service should be limited to currently planned capital
projects, consisting of the Willow Road Tunnel Project, the Winnetka Avenue Pump
Station, the Lloyd Park Outlet, the Tower/Foxdale Improvements, and the Northwest
Winnetka/Forest Glen Improvements.

2. Funding Source. The Council provided direction that primary consideration be given
to establishing a stormwater fee to fund all or most of the improvements, primarily
because of the interest expressed in funding the improvements in the most equitable
manner possible. The Council indicated that funding stormwater improvements
entirely from property taxes should not be given further consideration.

3. Rate Base (i.e. billing unit). The Council discussed a variety of possible approaches
to the billing unit. After extensive discussion of available methodologies, the Council
is focusing on MFSG’s continued recommendation of the ERU approach, because the
underlying data is available through the Village’s GIS, and because the ERU most
equitably corresponds with the amount of runoff attributable to each parcel, and
therefore its impact on the stormwater system.

4. Fee Structure (i.e. rate per billing unit). Typically, stormwater utilities bill at a
uniform rate per billing unit throughout a municipality. This method is relatively
easy to communicate and to administer. However, the Council considered differential
billing rates proportional to stormwater contributions and project benefits in
Workshop #2. After much discussion and public input, the Council directed MFSG
and staff to focus on a uniform fee per ERU, and to set aside the location-based fee.

5. Implementation Considerations. The Council discussed a variety of implementation
considerations, including the possibility of credits and incentives that could be made
available to property owners to encourage a reduction in the amount of impervious
surface, and its corresponding stormwater runoff. However, the Council did not reach
a consensus on specifics of a potential credit or incentive program, other than to
realize that it is a common component in municipal stormwater utilities requiring
further evaluation.

6. Stormwater Fee. The magnitude of the stormwater fee is the result of many factors,
including which projects are constructed, what level of capital reserves are devoted to
the program, whether Operations and Maintenance are funded by the fee, the length
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of bond financing, and whether other revenues are available for use in funding
stormwater improvements. The Council, after considerable discussion, desired to see
each of the elements that impact the magnitude of the stormwater fee per ERU
identified separately, so that each element could be considered separately based on its
fee impacts and benefits. This breakdown is shown in Table 12 on page 14 of the
Final Report, reproduced below:

Annual Fee per ERU FY14 FY15 FY16 FY17 FY18
Baseline Stormwater Fee per ERU $17.23 | $90.62 | $183.16 | $183.16 | $183.16
Impact of 20-Year vs. 30-Year Bonds $0.00 $43.27 $81.80 $81.80 $81.80
Impact of Reserves Refunding ($7.3m) $59.55 | $59.55 | $59.55 $59.55 $59.55
Impact of Removal of GF Funding ($200k) $30.13 $30.13 $30.13 $30.13 $30.13
Impact of Removal of GF Funding ($500k) $§75.31 | §$75.31| $75.31 $75.31 $75.31
Impact of Funding Operating & Maintenance $63.65 | $65.56 | $67.53 $69.55 $71.64
Maximum Stormwater Fee per ERU $170.56 | $364.44 | $497.48 | $499.50 | $501.59

MESG Final Recommendations

After reviewing available information, evaluating stormwater programs, developing
financing scenarios, and discussing these items with the Village Council, MFSG has
developed the following recommendations:

1. Stormwater Utility Feasibility. The stormwater capital expenditures contemplated by
the Village are about ten times the amount the previously invested in the system over
the past two decades. Given the significant nature of these expenditures, careful
consideration and planning are necessary for the Village to make informed and
appropriate decisions on how to fund the expenditures. Based on MFSG’s analysis
and significant discussions with the Village Council and staff, the use of a stormwater
utility is a feasible option for funding a significant portion of the costs of the
Village’s Stormwater system. The implementation of a stormwater utility and
associated stormwater fee will provide:

e A dedicated revenue source for stormwater expenditures allowing for funding of
significant capital investments required to improve the stormwater system.

e Increased equity for all parcel owners, as costs will be allocated based on
stormwater contribution rather than property value and those that do not
contribute to stormwater funding now will pay their fair share.

e Fiscal accountability, due to the fact that stormwater fee revenues can only be
used for stormwater expenditures and would be adjusted based on ongoing needs
and debt service.

e Increased public awareness of stormwater issues and the significant investments
that are required to manage stormwater in the Village.

For these reasons it is recommended that the Village proceed with the implementation
of a stormwater utility and stormwater fee.
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2. Stormwater Fee Structure. In regards to the structure of the stormwater fee, it is
recommended that the Village:

e Use measured impervious area as the rate base for the stormwater fee. The
impervious area for each parcel in the Village is readily available and has been
determined to be the single most important factor influencing the rate of peak
runoff and the total runoff quantity.

e Implement the stormwater fee based on units of impervious surface using the
ERU approach. Based on MFSG’s analysis of the impervious area within the
Village, the normalized average residential parcel has approximately 3,400 square
feet of impervious area. The average impervious surface should be used as the
basis for one ERU.

e Implement the stormwater fee based on the number of ERUs on each parcel,
allowing for fractions of ERUs.

e Use a uniform fee structure with all parcels, regardless of location within the
Village, paying the same stormwater fee per ERU.

The implementation of a stormwater fee structure as recommended will provide an
equitable allocation of stormwater expenditures throughout the Village based on
parcel owner stormwater contribution.

3. Stormwater Funding. In regards to the stormwater funding assumption, it is
recommended that the Village:

e Use 30-year bonds to fund the current planned capital projects, including the
Tunnel Project (shown in Table 2 of the MFSG Report). The life of the capital
projects funded with the bonds will exceed 30 years and the longer maturity will
reduce the annual debt service payments, lowering the annual stormwater funding
needs.

e Use General Fund reserves to fund capital projects in 2013 and not refund these
reserves from a stormwater fee.

e Utilize available General Fund revenues to assist in funding a portion of the level
of service including the short-term capital needs and a portion of future debt
service. Staff has evaluated existing funding in the General Fund and has
identified approximately $700,000 that could be allocated towards annual debt
service for stormwater, to reduce the unfunded stormwater revenue requirements.
This $700,000 consists of approximately $500,000 in current debt service for the
public safety building improvements that will be retired in late 2014, as well as
contributing $200,000 annually in Motor Fuel Tax Funding to the annual street
rehabilitation program currently being funded with General Fund revenue.

e Fund the ongoing stormwater operating and maintenance expenses from
stormwater fees.

Based on MFSG’s funding recommendations the stormwater fee would consist of the
baseline fee shown in Table 12 of MFSG’s report, plus the incremental amount
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associated with funding operating and maintenance expenses also shown in Table 12
of MFSG’s report. Given the significant discussion among the Village Council
related to the funding assumptions, MFSG’s reasoning for the recommendations
related to the funding assumptions are provided. If the Village implements a
stormwater utility they believe that all costs associated with stormwater should be
accounted for within the stormwater utility, both operating and capital costs. The
Village uses this approach for its water and sewer utilities (all expenditures, operating
and capital, are accounted for in the water and sewer enterprise funds). Additionally,
a stormwater fee is a much more equitable means of allocating the costs of the
stormwater system among parcel owners within the Village. However MFSG
believes that given the magnitude of the expenditures facing the Village, the
continued use of General Fund funding, is appropriate initially as the Village
transitions to collecting funds from a stormwater utility. It is common for
communities to continue to provide some funding from the General Fund when a
stormwater utility is first established and then transition to full stormwater fee
funding over time. As the debt associated with the stormwater projects is retired, the
Village should phase out General Fund stormwater funding and scale the stormwater
fee accordingly.

Administration. The key considerations related to the administration of a stormwater
utility and fee were outlined in the documentation for Workshop #3. These
considerations include the billing methodology and database management,
stormwater credits and incentives, and parcel owner appeals process. There was
limited input from the Village Council related to these items as the bigger picture
issues of how to fund the stormwater expenditures took precedence. However, based
on limited input and MFSG’s industry expertise in stormwater utility administration,
it is recommended that the Village:

e Implement a stormwater fee credit program for non-residential properties to
provide a reduction in the stormwater fee for those properties that provide on-site
stormwater management that exceeds the current Village requirements. A draft
credit and incentive manual has been provided by MFSG to serve as a template,
should a credit and incentive program be put in place. Based on experience,
MFSG would conservatively assume a 20% participation rate among non-
residential ERU’s.

e Implement a stormwater incentive program for all property owners which would
provide reimbursement for the purchase and installation of stormwater
management controls. It is recommended that the Village establish an annual
budget for incentives with an initial a budget of $20,000. The budget would be
used to fund the incentives on a first come, first serve basis until funds are
exhausted during the year.

¢ Bill the stormwater fee on the water bill and develop an appeals process to handle
property owner appeals. A sample appeals process has been provided for the
Village.
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5. Stormwater Fee. Based on the recommended fee structure and funding approach, the
recommended stormwater fees are presented in Table 22 of MFSG’s report. The
table provides an estimate of the necessary addition to the fees due to reduction in
revenues associated with the credits program and the cost of the incentive program as
described above.

It is important to note that though staff has worked closely with MFSG to provide budget
numbers and improvement costs for utility modeling, the dollar figures presented are still
estimates. MFSG has also made assumptions in the models that can be revised moving
forward to understand potential cost implications of various policy decisions.

Recommendation:

Review MFSG Stormwater Utility Feasibility Study Final Report and provide policy

direction:

1. Stormwater Utility Fee. Should the Village proceed with the implementation of a
stormwater utility and stormwater fee?

2. Stormwater Fee Structure. MFSG has recommended that the Village:

e Use measured impervious area as the rate base for the stormwater fee.

e Implement the stormwater fee based on units of impervious surface using the
ERU approach. The normalized average residential parcel has approximately
3,400 square feet of impervious area, which should be used as the basis for one
ERU.

e Implement the stormwater fee based on the number of ERUs on each parcel,
allowing for fractions of ERUs.

e Use a uniform fee structure with all parcels, regardless of location within the
Village, paying the same stormwater fee per ERU.

Should the Village implement the stormwater fee as recommended?

3. Stormwater Funding. MFSG has recommended that the Village:

e Use 30-year bonds to fund the current planned capital projects, including the
Tunnel project (shown in Table 2 of MFSG’s report).

e Use General Fund reserves available to fund capital projects in 2013 and not
refund these reserves from a stormwater fee.

e Utilize available General Fund revenues to assist in funding a portion of the level
of service including: the short-term capital needs and a portion of future debt
service.

e Fund the ongoing stormwater operating and maintenance expenses from
stormwater fees.

Should the Village implement the stormwater fee based on these recommendations?
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4. Administration. Administration considerations include the billing methodology and
database management, stormwater credits and incentives and parcel owner appeals
process. MFSG has recommended that the Village:

Implement a stormwater fee credit program for non-residential properties to
provide a reduction in the stormwater fee for those properties that provide on-site
stormwater management that exceeds the current Village requirements. A draft
credit and incentive manual is provided in the appendices of this report to serve as
a template for the Village should a credit and incentive program be put in place.
Based on experience, MFSG would conservatively assume a 20% participation
rate among non-residential ERU’s.

Implement a stormwater incentive program for all property owners which would
provide reimbursement for the purchase and installation of stormwater
management controls, with an initial a budget of $20,000.

Bill the stormwater fee on the water bill and develop an appeals process to handle

property owner appeals.

Should the Village administer the stormwater fee as recommended?

5. Stormwater Fee. Based on the recommended fee structure and funding approach, the
recommended stormwater fees are presented in the following table:

Recommended Stormwater Fees

FY14 FY15 FY16 FY17 FY18
Annual Stormwater Fee per ERU $80.88 | $156.18 | $250.69 | $252.71 $254.80
Adjustment Due to Incentives $3.01 $3.16 $3.32 $3.49 $3.66
Total Annual Stormwater Fee Per ERU $83.90 | $159.34 | $254.01 | $256.20 $258.46

Should the Village implement the recommended fee?

Attachments:

1. MFSG Final Report
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ATTACHMENT #1

MFSG FINAL REPORT
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Village of Winnetka

Prepared by

May 7 2013 Municipal & Financial Services Group
’
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Municipal & Financial
Services Group

May 7, 2013

Steven Saunders, P.E.
Director of Public Works
Village of Winnetka

303 W. Commonwealth Ave.
Winnetka, IL 92832

Dear Mr. Saunders:

The Municipal & Financial Service Group is pleased to submit to the Village of Winnetka, the
attached Stormwater Utility Feasibility Study Final Report. The document represents the
results of our analysis of the feasibility of the development of a stormwater utility within the
Village to fund various aspects of the stormwater system. Based on our analysis we believe
that a stormwater utility is a feasible option for funding at least a portion of the expenditures
related to the stormwater system. The Village should strongly consider moving ahead with the
formation of a stormwater utility and associated stormwater fee to provide an equitable and
dedicated funding source for the Village stormwater system. The report provides a framework
for how the Village should structure the fee and recommendations regarding the magnitude of
the fee based on various funding scenarios.

It has been our distinct pleasure to work with and for the Village of Winnetka. The assistance
and dedication you and other Village staff provided during the study process should be
acknowledged and was vital to the completion and success of the study. Additionally, the
participation and input provided by the Village Council played a key role in helping to examine
the feasibility of a stormwater utility within the Village. Thank you for the opportunity to work
with and for the Village of Winnetka on this study.

Very truly yours,

Dogpt

David Hyder
Project Manager
The Municipal & Financial Services Group

911-A Commerce Road ¢ Annapolis, Maryland 21401
410.266.9101 Voice ¢ 410.266.5545 Facsimile ¢« www.mfsgllc.com
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A. BASIS FOR THE STUDY

The Village of Winnetka was incorporated in the 1869 and is located 16 miles north of the City
of Chicago. The Village is situated on the shore of Lake Michigan, making the Village a desirable
place to live. The Village is primarily residential with approximately 4,000 of the total 4,500
parcels containing single family residential homes. The remaining 500 parcels include multi-
family, commercial and industrial uses.

The Village Public Works Department provides stormwater management throughout the Village
including routine maintenance and capital improvements. The Village stormwater system is
regulated under a permit issued by the United States Environmental Protection Agency
(USEPA). Specifically, the Village’s stormwater system discharges are subject to the National
Pollutant Discharge Elimination System (NPDES) Small Municipal Separate Storm Sewer System
(MS4) General Permit. Under this permit the Village is required to meet six minimum control
measures which include public education and outreach, illicit discharge detection and
elimination, construction site runoff control, post-construction runoff control, pollution
prevention/good housekeeping and detention basin inspection.

In addition to routine maintenance of the stormwater system, the Village has made
improvements to the system over the last two decades totaling over $3.5 million. However,
significant rain events occurring over the last few years and subsequent drainage studies have
revealed the need for significant capital investments in the stormwater system. The Village has
historically funded capital improvements within the stormwater system on a “pay-as-you-go”
basis using funds from the General Fund. However, given the magnitude of the necessary
capital investments identified for the stormwater system, this historical “pay-as-you-go”
approach will no longer be feasible. The Village has engaged the Municipal & Financial Services
Group (MFSG) to evaluate possible approaches of funding the stormwater system including the
feasibility of implementing a stormwater utility and associated stormwater fee. The remainder
of this report documents our analysis of the stormwater utility feasibility study.

Scope of Work

To facilitate the stormwater utility feasibility study, MFSG completed the tasks identified in the
scope of services set forth in the contract between the Village and MFSG. The specific scope of
work included the following tasks:

e Level of Service - Identify and document the current and future expenditures associated
with providing stormwater service within the Village. This includes the daily operations
and maintenance of the system, the necessary repair and replacement of existing
stormwater infrastructure and the need for stormwater system improvements.

¢ Financial Plan for Funding Stormwater - The defined levels of service (current and
future) serve as the basis for the current and future levels of expenditures for the
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Village’s stormwater program. Based on the levels of service, develop funding options
including assumptions on the use of debt and “pay-as-you-go” funding, varying maturity
on debt, full stormwater fee funding, full property tax funding, split funding from
property taxes and stormwater fees, available additional revenues from the General
Fund and the use of and repayment of General Fund reserves.

Impervious Area Analysis - Complete an analysis of the impervious area within the
Village to determine the actual impervious area for all parcels in the Village.

Fee Structure Analysis - Examine and develop various stormwater fee structures to be
considered. For each fee structure alternative, develop and present: the stormwater
rate for residential and non-residential parcels as well as the potential residential and
non-residential financial impacts for various types of properties including a comparison
of the amount paid by parcel under the stormwater rate versus the current property
tax-based method.

Administration - Identify and evaluate the key issues related to the administration of a
stormwater utility including billing methodology, parcel owner appeals process,
stormwater billing database management and the potential for stormwater credits.

Implementation - Identify and develop items necessary for implementation of a
stormwater utility including a draft stormwater utility ordinance, a credit and incentive
manual and an implementation schedule.

Study Process

The stormwater feasibility study was completed in a manner that allowed for significant input
from the Village Council. MFSG, assisted by the Village staff, completed the various tasks within
the scope of work and presented the initial findings and results to the Village Council at a series
of three stormwater feasibility study workshops. The materials presented at each workshop,
along with meeting notes from each of the workshops, are included in the appendices to this

report.

These materials provide the detailed analysis for many aspects of the study including

the impervious area analysis, fee structure alternatives and full level of service analysis. To gain
a full understanding of the analysis completed as part of this study the materials included in the
appendices should be reviewed.
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B. KEY POLICY CONSIDERATIONS

Stormwater utilities are becoming more and more common in the State of Illinois and around
the United States. There are currently 16 stormwater utilities in the State of lllinois and over
1,300 utilities around the country. Most industry experts agree that the number of utilities will
grow exponentially over the next decade as Federal and State regulatory requirements force
localities to address issues with their stormwater systems. Prior to the development of a
stormwater utility it is important to ask some basic questions which frame some of the big
picture policy considerations. The following section of the report examines a number of these
key considerations.

Stormwater as a Utility

The most basic question surrounding the formation of a stormwater utility is why should it be
considered as a separate utility. The simple answer is that the community is accustomed to
managing its infrastructure through utilities including the drinking water system and the
wastewater sanitary system. In its most basic form a utility is comprised of the delivery of a
measurable service and the management of the assets required to deliver the service. The
stormwater system meets both of these characteristics. The stormwater system provides the
service of managing stormwater runoff throughout the Village. The system consists of a
significant amount of infrastructure that requires management and oversight to ensure that it
continues to operate properly and meets regulatory requirements. As a result, the stormwater
system is a logical candidate to be accounted for and managed like the Village drinking water
and wastewater systems, as a separate utility.

Benefits of Stormwater as a Utility

There are a number of benefits to managing stormwater as a utility and reasons why the Village
currently manages other utilities such as the water and wastewater systems as utilities. These
benefits include the following:

e Improved Equity - A stormwater utility provides improved equity among property owners
within the Village. The formation of a stormwater utility and implementation of a
stormwater fee allows for allocating costs of operating and maintaining the stormwater
system to property owners based on their stormwater impact. Under the current
approach property owners fund the stormwater system based on the value of their
property which has very little correlation with their stormwater impact. Additionally, tax-
exempt properties currently do not assist in funding the stormwater operations but do
generate stormwater, impact the system and benefit from the infrastructure. As the cost
of providing stormwater service increase, inequities associated with how costs are
recovered become more evident.

e Fiscal Accountability - The formation of a stormwater utility and collection of a
stormwater fee provides increased fiscal accountability. The fees collected would be
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accounted for in an enterprise fund and would be exclusively used for stormwater needs.
Additionally, the level of the fees would be driven by a defined level of service addressing
maintenance needs, regulatory requirements and capital investment needs. The fees
would be adjusted appropriately based on increases or decreases in related stormwater
expenditures.

e Dependable Revenue Stream - The formation of a stormwater utility and collection of a
stormwater fee provides a dependable revenue stream. Historically, the Village has been
able to provide a stable revenue stream for costs associated with operating and
maintaining the stormwater system. However, the availability of funds for capital projects
is often not as readily available due to the magnitude of the funds required. This is very
common among localities that use tax funds for stormwater operations. It is often the
case that stormwater funding is made available based on a specific crisis or immediate
need but withdrawn when more pressing needs for funds are identified. A stormwater
fee would address these circumstances and allow the Village to fund significant capital
investments required to improve the stormwater system.

e Increased Public Awareness - The formation of a stormwater utility brings increased public
awareness of stormwater issues. Due to the fact that the current revenues for
stormwater are unseen and included in taxes, the public is often not aware of the service
they are receiving as well as the cost the Village incurs while providing stormwater
service. Increased public awareness allows for public education and may result in
property owners taking action to manage stormwater on their property. Additionally,
public outreach and education is one of the key requirements within the Village’s NPDES
MS4 Permit.

Stormwater Utility Concerns

While there are a number of specific and tangible benefits associated with implementing a
stormwater utility and associated stormwater fee, there are often concerns that are expressed
within the community related to taking such action. The most common concerns include the
following:

e Impact on Tax-Exempt - Under the current funding approach used by the Village, tax-
exempt properties do not contribute to the funding of the stormwater system. The
adoption of a stormwater fee based on impervious area would result in tax-exempt
properties contributing to funding the stormwater system based on their stormwater
contribution. While it is in the community’s best interest to assist tax-exempt properties
in numerous ways, the cost associated with basic services such as utilities should be
collected from all properties in the Village. Tax-exempt properties are not exempt from
water bills, electric bills, trash collection, or other similar services.

e More Government - Another concern that is often expressed is the idea that additional
layers of government are being created with the establishment of a stormwater utility.
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This concern is really a misunderstanding of what exactly a stormwater utility is and how
it would function. The stormwater utility is simply a way of accounting for and funding a
program that already exists within the Village government. No new layers of
management outside of what would be required to manage a properly functioning
stormwater system are created with the new funding source. In fact, due to the increased
accountability and a dedicated revenue stream, the Village will have the opportunity to
more clearly evaluate the performance of the stormwater program and identify areas for
increased efficiency.

In summary there are a number of benefits associated with the formation of stormwater as a
utility as well as some areas of common concern.

Stormwater Utility Structure Key Policy Issues

During the course of the study, the key policy issues related to the structure of the utility and
fee were identified and presented to the Village Council at the stormwater utility workshops.
The policy issues help to define the framework for how the Village may manage the stormwater
system. The policy issues and a summary of the Village Council input provided at the
workshops are presented below.

Level of Service

The level of stormwater service provided by the Village defines the expenditures that will be
made by the Village as it maintains and improves the stormwater system. As part of the
feasibility study, the full range of stormwater expenditures that the Village may fund, at some
point in the future, were identified. The full range of expenditures were developed and
provided at the first stormwater workshop and can be found in the appendices to this report.
The general consensus among the Village Council was that the Village should provide a level of
service that funds the ongoing operations and maintenance of the stormwater system and the
current planned capital projects. It should be noted that this level of service excludes future
planned projects and replacement of existing assets, both of which the Village will continue to
evaluate and may fund at some point in the future.

Stormwater Funding

The Village has the option to fund stormwater expenditures completely from property taxes,
completely from stormwater fees or any combination of the two. Of all the policy issues
considered, this issue generated the most discussion among the Council. A wide range of
opinions regarding how the level of service could be funded were provided in the second and
third workshops. The general consensus among the Village Council was that additional
information should be provided in terms of a uniform and clear picture of the various options
for funding the level of service and the impact on parcel owners in the Village. As a result the
majority of the subsequent sections of this report outline the various funding options.
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Measure of Stormwater Contribution - Rate Base

Should the Village decide to recover some or all of the stormwater expenditures using a
stormwater fee, the rate base for the fee needs to be determined. During the second
workshop, MFSG outlined the use of impervious area and the resulting equivalent runoff unit
(ERU) approach as an appropriate rate base for the stormwater fee. The Village Council agreed
with this approach with the guidance the calculation of the ERU not be rounded to the whole
ERU but rather that ERU’s be calculated to the fraction of an ERU. Alternative approaches,
which include pervious area, were presented and discussed at the third workshop. These
approaches included the Intensity of Development (ID) and Equivalent Hydraulic Area (EHA).
While each of these approaches includes pervious area they both increase the complexity of
the rate base calculation significantly without clear evidence of increased equity among parcels.
Specifically using these approaches does not charge parcel owners in direct proportion to their
relative stormwater discharge. A parcel could have a significant amount of impervious area
(which contributes a significant amount of stormwater) but because the parcel also has a lot of
pervious area the fee would be significantly lower than a parcel without the pervious area.
Therefore based on the complexity and disadvantages of these approaches they are not further
considered in this report.

Stormwater Fee Structure

The final policy issue is the actual structure of stormwater fee. During the second workshop
MFSG presented two stormwater fee structures that could be implemented by the Village,
including a uniform fee structure and a location based fee structure. The uniform fee structure
would charge all parcels the same fee per ERU regardless of location within the Village. The
location based fee structure would charge parcels a stormwater fee per ERU based on the
specific location of the parcel within the Village. Several members from the public expressed
their concerns regarding the location based approach, mentioning that it divides up the Village
and provides a false sense of equity. The Council agreed and suggested that the location based
approach be excluded from consideration at this time.

Based on the results of the workshops, the framework for the stormwater fee and potential
stormwater utility has been defined. The magnitude of the fee based on how the stormwater
expenditures are funded remains in question. The following sections of the report document
the level of service and the various funding options which define the magnitude of the
stormwater fee.
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C. LEVEL OF SERVICE

Prior to demonstrating how the stormwater level of service may be funded, this section of the
report provides a summary of the various cost components included in the level of service. The
first cost category includes the ongoing operation and maintenance of the stormwater system.
A summary of the annual operating and maintenance expenses are provided in Table 1.

Table 1 - Stormwater Operating and Maintenance Expenses

2014 2015 2016 2017 2018
Public Works Administration $106,000 $109,000 $112,000 $116,000 $119,000
Training $2,000 $2,000 $2,000 $2,000 $2,000
Engineering $36,000 $37,000 $39,000 $40,000 $41,000
Drainage Operations $278,000 $287,000 $295,000 $304,000 $313,000
Total $422,000 $435,000 $448,000 $462,000 $476,000

It should be noted that the increases in the operating and maintenance costs are due to
inflation and not due to the potential formation of a stormwater utility.

The second cost category includes capital expenditures for the repair/replacement and
expansion of the stormwater system. The capital costs included in the level of service are
presented in Table 2. It should be noted that this table excludes possible future capital projects
such as the additional drainage areas. This does not mean that the Village will not complete
these projects. Rather, the Village will have the opportunity to continue to evaluate these
projects and may, at some point in the future, decide to fund them.

Table 2 - Current Planned Capital Projects

2013 2014 2015 2016 Total
Wm_netka Avenue Pump $750,000 $750,000
Station
Tower Road / Foxdale $1,050,000 $1,050,000
Lloyd Park / Spruce $364,000 $364,000
Street
Northwest Winnetka
Greenwood / Forest Glen 24,040,000 54,040,000
Willow Road Tunnel $800,000 $800,000 | $16,900,000 | $16,000,000 $34,500,000
Stormwater Master Plan $70,000 $70,000
Elm St. Storm Sewer
Outfall Replacement 5250,000 3250,000
Total $7,324,000 $800,000 | $16,900,000 | $16,000,000 $41,024,000

The combination of operating and maintenance expenses and the current planned capital
projects represent the total costs associated with the planned level of service.
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D. STORMWATER LEVEL OF SERVICE FUNDING

The expenditures associated with the level of service define how much the Village plans to
invest in the stormwater system over the next several years. This section of the report outlines
the various options for how these expenditures may be funded by the Village. At the third
stormwater workshop, MFSG presented stormwater fees that incorporated a number of
assumptions regarding how the stormwater expenditures are funded. Table 3 documents the
unfunded stormwater revenue requirements based on these funding assumptions and the
calculation of the baseline stormwater fees per ERU.

Table 3 - Calculation of Baseline Stormwater Fees per ERU

| 2014 | 2015 | 2016 2017 2018
Expenditures
Operating and Maintenance 422,572 435,249 448,307 461,756 475,609
Project Debt - 30-Year Bonds 314,396 | 1,301,608 | 1,915,969 | 1,915,969 | 1,915,969
Revenues
IF
Current General Fund 422,572 | 435249 | 448,307 | 461,756 | 475,609

Revenues
Additional Funds Available
within General Fund®

200,000 700,000 700,000 700,000 700,000

Unfunded Stormwater

114 1 1,21 1,21 1,21
Revenue Requirements $114,396 $601,608 | $1,215,969 | $1,215,969 | $1,215,969

Number of ERU’s in Village 6,639 6,639 6,639 6,639 6,639
Baseline Annual Stormwater
Fee per ERU $17.23 $90.62 $183.16 $183.16 $183.16

@ Revenues from General Fund to fund operating and maintenance expenses.
@ Revenues from General Fund available due to debt payoff and reallocation of funds.

The funding assumptions that were incorporated in the calculation of the stormwater fees,
shown in Table 3, included the following:

e The Village would issue debt to fund the stormwater capital projects occurring in 2014 -
2016 shown in Table 2, using bonds with 30 year maturity.

e Capital projects occurring in 2013, shown in Table 2, would be funded with reserves
from the General Fund and these reserves would not be repaid.

e The Village would provide additional funds from the General Fund to pay a portion of
the debt service on the bonds. Although the Village Council will need to confirm this
funding strategy.
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e Operating and maintenance expenditures, shown in Table 3, would continue to be
funded from the General Fund and not through the stormwater utility fee.

Several members of the Village Council expressed concern with these assumptions. The Council
requested that the impact of each of these funding assumptions be calculated individually and
documented so that a complete picture of the range of options can be examined. To
accomplish this analysis, we have assumed the fees shown in Table 3 are the minimum fees and
that any changes to the assumptions listed above would increase the fees incrementally. The
impacts of changing each of the funding assumptions are outlined below.

Bond Maturity

Due to the magnitude of the current planned capital projects, the Village will need to issue debt
to fund the projects. The assumptions regarding the issuance of bonds are presented in Table
4. The table shows that we have conservatively assumed a slightly higher interest rate on the
2015 bond issue under the assumption that interest rates will be increasing over the next few
years.

Table 4 - Stormwater Bond Assumptions

Bond Issue Bond Issuance Amount Year of Issue Interest Rate

2014 Bonds $17,965,500 2014 3.5%

2015 Bonds $16,240,000 2015 4.0%
Total $34,205,500

The calculation of the stormwater fees in Table 3 assume that the Village issues bonds with 30
year maturity. If the Village were to issue bonds with shorter maturities of 20 years, the annual
debt service payments would be higher resulting in necessary increases in the fees. However
due to the shorter maturity the Village would pay less in interest. Table 5 presents the total
principal and interest associated with 30-year bonds and 20-year bonds.

Table 5 - Bond Maturity Comparison

‘ Present Value' ‘ Total

30 Year Bonds
Debt Service Principal 20,335,799 34,205,500
Debt Service Interest 16,807,398 23,912,765
Total Debt Service 30 Year Bonds $37,143,197 $58,118,265
20 Year Bonds
Debt Service Principal (20-Year Bonds) 24,208,395 34,205,500
Debt Service Interest (20-Year Bonds) 12,124,108 15,614,487
Total Debt Service 20 Year Bonds $36,332,503 $49,819,987

Difference $810,694 58,298,278
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The annual debt service using 30 year bonds and 20 year bonds is shown in Figure 1.

Figure 1 - Annual Debt Service Comparison
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The incremental impact on the stormwater fees using 20 year bonds instead of 30 year bonds is
shown in Table 6.

Table 6 - Incremental Impact of Using 20 Year Bonds

FY14 FY15 FY16 FY17 FY18

Incremental Impact per ERU $0.00 $43.27 $81.80 $81.80 $81.80

Table 6 demonstrates that using the shorter bond maturity would result in an additional cost of
approximately $82 per ERU once all of the debt is issued. The incremental $82 per ERU would
continue past FY18 until the debt is retired in FY35.

Repayment of General Fund Reserves

The Village is funding capital projects occurring in the current Fiscal Year (2013) with reserves
from the General Fund. The total amount of reserves that will be used is estimated to be
slightly over $7.3 million. Since these projects will be used to fund stormwater projects, it is
logical to consider refunding the reserves (which were generated from property taxes) from a
stormwater fee. To demonstrate the impact of refunding the reserves, we have assumed that
the reserves would be refunded from the stormwater fees on a “pay-as-you-go” basis over a 20
year period. This results in an annual reimbursement of approximately $395,000. The
incremental impact on the stormwater fees of refunding the reserves results in an increase in
the stormwater fee per ERU of almost S60 and is shown in Table 7.
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Table 7 - Incremental Impact of Refunding General Fund Reserves

FY14

FY15

FY16

FY17

FY18

Incremental Impact per ERU

$59.55

$59.55

$59.55

$59.55

$59.55

The incremental $59.55 per ERU would continue past FY18 until the reserves are fully refunded
in FY33.

Removal of Additional Funds from General Fund

The baseline stormwater fees shown in Table 3 assume that the Village’s General Fund funds a
portion of the debt service related to the stormwater projects. The funds consist of the
following items:

e $200,000 in reduced General Fund contributions to the street rehabilitation program
which will be offset by directing Motor Fuel Tax funds to street repairs. These funds will
be available in FY 2014.

e $500,000 in existing debt service payments within the General Fund that will be retired
in FY 2014. These funds will be available for stormwater expenditures in FY 2015.

If these funds are not provided from the General Fund, the stormwater fees will need to be
increased to cover the annual debt service payments. The individual incremental impact on the
stormwater fees of removing these funds are shown in Tables 8 and 9. The combined
incremental impact is shown in Table 10.

Table 8 - Incremental Impact of Removal of General Fund Funding (5200k Street Funds)

FY14 FY15 FY16 FY17 FY18

Incremental Impact per ERU $30.13 $30.13 $30.13 $30.13 $30.13

Table 9 - Incremental Impact of Removal of General Fund Funding (5500k Debt Retirement)

FY14 FY15 FY16 FY17 FY18

Incremental Impact per ERU - $75.31 $75.31 $75.31 $75.31

Table 10 - Incremental Combined Impact of Removal of General Fund Funding

FY14 FY15 FY16 FY17 FY18

Incremental Impact per ERU $30.13 $105.44 | $105.44 | $105.44 $105.44

Table 10 demonstrates that the removal of funds from the General Fund would result in an
increase of over $105 per ERU by Fiscal Year 2015.
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Operating and Maintenance Expenses

The annual operating and maintenance expenses shown in Table 1 are currently funded within
the General Fund. Funding these expenditures through the stormwater fee would result in an
incremental increase of almost $64 per ERU in Fiscal Year 2014 and shown in Table 11.

Table 11 - Incremental Impact of Funding Operating and Maintenance Expenses

FY14 FY15

FY16

FY17 FY18

Incremental Impact per ERU

$63.65 $65.56 $67.53

$69.55 $71.64

The incremental impact of funding operating and maintenance expenses would continue as
long as the stormwater utility continued to fund these expenditures. The incremental impact
would continue to increase based on increases or decreases in the cost of operating the system.

Summary of Incremental Impacts

The incremental impacts associated with each of the funding assumptions are presented
graphically in Figure 2.

Figure 2 - Summary of Funding Assumption Impacts on the Stormwater Fee
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Table 12 - Summary of Stormwater Fee Funding Assumptions

Annual Fee per ERU FY14 FY15 FY16 FY17 FY18
Baseline Stormwater Fee per ERU $17.23 $90.62 | $183.16 $183.16 | $183.16
Impact of 20-Year Bonds vs. 30-Year Bonds S0.00 | S43.27 | $81.80 $81.80 $81.80
Impact of Reserves Refunding ($7.3 million) $59.55 | $59.55 | S$59.55 $59.55 $59.55
Impact of Removal of GF Funding ($200k) $30.13 $30.13 $30.13 $30.13 $30.13
Impact of Removal of GF Funding ($500k) $75.31 $75.31 $75.31 $75.31 $75.31
Impact of Funding Operating & Maintenance $63.65 | $65.56 | $67.53 $69.55 $71.64
Maximum Stormwater Fee per ERU $170.56 | $364.44 | $497.48 | $499.50 | $501.59

Figure 2 and Table 12 demonstrate the full range of stormwater fees per ERU depending on the
various funding assumptions. By Fiscal Year 2016, the fees range from a baseline of about $183
per ERU to a maximum of around $500 per ERU. It should be noted that with the exception of
the maturity on the bonds (20 years vs. 30 years), the funding assumptions all deal with how
much funding is provided from the General Fund (i.e. property taxes) and how much is provided
by a stormwater fee.

The maximum stormwater fees shown in Table 12 represent stormwater fees that fully support
all costs associated with stormwater within the Village including operating and maintenance
expenses, refunding of General Fund reserves and debt service associated with the capital
projects. The maximum fees result in a stormwater utility that is fully self-supporting with no
contributions from other sources such as the Village General Fund (i.e. property taxes).

The baseline stormwater fees shown in Table 12 represent stormwater fees that only fund a
portion of the Village stormwater expenses. These fees are supplemented by a significant
contribution from the Village General Fund. Specifically, the baseline fees assume that
operating and maintenance expenses remain with the General Fund, that the reserves are not
repaid and that $700k of annual debt service associated with the stormwater capital projects is
funded from the General Fund. The baseline fees represent the minimum stormwater fees
feasible for the Village without reducing capital expenditures or identifying/raising additional
revenues (i.e. increasing property taxes).
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E. PARCEL OWNER IMPACTS

This section of the report demonstrates the impact on actual parcels within the Village under
each of the various approaches to funding stormwater expenditures shown in Table 12. The
following tables present the impact on three single family residential parcels, two commercial
parcels and two tax-exempt parcels. The tables present the minimum and maximum
stormwater bills for each parcel and the incremental impacts associated with each of the
funding assumptions discussed in the previous section of the report.

Table 13 - Single Family Residential Parcel #1

Impervious Area ERUs
3,000 sq ft 0.9
Bill Comparison FY14 FY15 FY16 FY17 FY18
Baseline Stormwater Bill $16 $82 $165 $165 $165
Impact of 20-Year Bonds vs. 30-Year Bonds SO S39 S74 S74 S74
Impact of Reserves Refunding ($7.3 million) S54 $54 S54 S54 $54
Impact of Removal of GF Funding ($200k) 27 S27 27 27 S27
Impact of Removal of GF Funding ($500k) SO S68 $68 $68 S68
Impact of Funding Operating S57 $59 S61 $S63 $64
Maximum Stormwater Bill $154 $328 $448 $450 $451
Table 14 - Single Family Residential Parcel #2
Impervious Area ERUs
5,330 sq ft 1.6
Bill Comparison FY14 FY15 FY16 FY17 FY18
Baseline Stormwater Bill $28 $145 $293 $293 $293
Impact of 20-Year Bonds vs. 30-Year Bonds SO S69 $131 S131 S131
Impact of Reserves Refunding ($7.3 million) $95 $95 $95 $95 $95
Impact of Removal of GF Funding ($200k) S48 S48 S48 S48 S48
Impact of Removal of GF Funding ($500k) S0 $121 $121 $121 S121
Impact of Funding Operating $102 $105 $108 $111 $115
Maximum Stormwater Bill $273 $583 $796 $799 $803
Table 15 - Single Family Residential Parcel #3
Impervious Area ERUs
8,600 sq ft 2.5
Bill Comparison FY14 FY15 FY16 FY17 FY18
Baseline Stormwater Bill $43 $227 $458 $458 $458
Impact of 20-Year Bonds vs. 30-Year Bonds S0 $108 $205 $205 $205
Impact of Reserves Refunding ($7.3 million) $149 $149 $149 $149 $149
Impact of Removal of GF Funding ($200k) S75 S75 S75 S75 S75
Impact of Removal of GF Funding ($500k) SO 5188 $188 $188 $188
Impact of Funding Operating $159 S164 $169 $174 $179
Maximum Stormwater Bill $426 $911 $1,244 $1,249 | $1,254
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Table 16 - Commercial Parcel #1

Impervious Area ERUs
6,800 sq ft 2.0
Bill Comparison FY14 FY15 FY16 FY17 FY18
Baseline Stormwater Bill $34 $181 $366 $366 $366
Impact of 20-Year Bonds vs. 30-Year Bonds $0 $87 S164 S164 $164
Impact of Reserves Refunding ($7.3 million) $119 $119 $119 $119 $119
Impact of Removal of GF Funding ($200k) $60 S60 $60 $60 $S60
Impact of Removal of GF Funding ($500k) SO S151 S151 S151 $151
Impact of Funding Operating $127 $131 $135 $139 $143
Maximum Stormwater Bill $341 $729 $995 $999 | $1,003
Table 17 - Commercial Parcel #2
Impervious Area ERUs
2,900 sq ft 0.9
Bill Comparison FY14 FY15 FY16 FY17 FY18
Baseline Stormwater Bill $16 $82 $165 $165 $165
Impact of 20-Year Bonds vs. 30-Year Bonds SO $39 S74 S74 S74
Impact of Reserves Refunding ($7.3 million) S54 S54 S54 S54 S54
Impact of Removal of GF Funding ($200k) S27 $27 $27 $27 S27
Impact of Removal of GF Funding ($500k) SO S68 $68 $68 $68
Impact of Funding Operating S57 $59 S61 $63 S64
Maximum Stormwater Bill $154 $328 $448 $450 $451
Table 18 - Tax-Exempt Parcel #1
Impervious Area ERUs
200,000 sq ft 58.8
Bill Comparison FY14 FY15 FY16 FY17 FY18
Baseline Stormwater Bill $1,013 $5,328 | $10,770 | $10,770 | $10,770
Impact of 20-Year Bonds vs. 30-Year Bonds SO $2,544 $4,810 $4,810 $4,810
Impact of Reserves Refunding ($7.3 million) $3,502 $3,502 $3,502 $3,502 $3,502
Impact of Removal of GF Funding ($200k) $1,771 $1,771 $1,771 $1,771 S1,771
Impact of Removal of GF Funding ($500k) SO $4,428 $4,428 $4,428 $4,428
Impact of Funding Operating $3,743 $3,855 $3,971 $4,090 $4,212
Maximum Stormwater Bill $10,029 | $21,429 | $29,252 | $29,371 | $29,494
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Table 19 - Tax-Exempt Parcel #2

Impervious Area ERU
40,600 sq ft 11.9
Bill Comparison FY14 FY15 FY16 FY17 FY18
Baseline Stormwater Bill $205 $1,078 $2,180 $2,180 $2,180
Impact of 20-Year Bonds vs. 30-Year Bonds S0 $515 $973 $973 $973
Impact of Reserves Refunding ($7.3 million) $709 $709 $709 $709 $709
Impact of Removal of GF Funding ($200k) $358 $358 $358 $358 $358
Impact of Removal of GF Funding ($500k) SO $896 $896 5896 $896
Impact of Funding Operating $757 $780 $804 $828 $853
Maximum Stormwater Bill $2,030 $4,337 $5,920 $5,944 $5,969

The tables show that impacts to actual parcels within the Village will vary significantly
depending on the amount of impervious area and the magnitude of the fee based on the
funding assumptions. As would be expected, parcels with a significant amount of impervious
area will experience the most significant impact.

To provide a broader perspective of the impact on the parcels within the Village the
stormwater fees were applied to all of the parcels using the impervious area database
developed as part of the study. Tables 19 and 20 demonstrate the distribution of annual
stormwater bills for parcel owners by land use type for the baseline stormwater fees by Fiscal
Year 2016, as shown in Table 12. It is important to note that the parcel information used for
the analysis was obtained from the Village geographical information system. While the data
was reviewed for errors or other anomalies, it will require further review and analysis to ensure
a high level of accuracy. As a result, the actual stormwater bills for all parcels may differ slightly
from the bills shown in Tables 20 and 21.

Table 20 - Residential and Multi-Family Annual Stormwater Bill Distribution

Range of Stormwater Residential Multi-Family
Bills Number of Parcels % of Total Number of Parcels % of Total
$S0-$100 365 9.0% 43 34.7%
- , .2/ .00
$101 - $200 1,512 37.3% 28 22.6%
- , .07 A
$201 - $300 1,242 30.6% 15 12.1%
$301 - $400 408 10.1% 10 8.1%
= . (] . (]
$401 - $500 277 6.8% 5 4.0%
501 - 5% 5 .0%
$501 - $600 100 2.5% 4.0%
$601 - $700 84 2.1% 2 1.6%
$701 - $800 31 0.8% 4 3.2%
= . (] . (]
$801 - $900 18 0.4% 0 0.0%
- , 7 Wi .U%
$901 - $1,000 0.2% 0 0.0%
$1,001 - $1,500 10 0.2% 5 4.0%
$1,501 - $2,000 3 0.1% 5 4.0%
$2,001 - $2,500 0 0.0% 0 0.0%
Over $2,500 0 0.0% 2 1.6%
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Table 20 demonstrates that under the baseline stormwater fees the majority (approximately
77%) of residential parcel owners would be billed $300 or less per year for stormwater. While
there is a wider distribution for multi-family parcels, the majority (approximately 70%) would
be billed $300 or less per year. It is important to note that the bill for multi-family parcels is for
the entire parcel not on a per dwelling unit basis. As a result, the stormwater bill would
typically be divided amongst the owners or tenants within the multi-family dwellings, resulting
in a lower per unit stormwater bill.

Table 21 - Commercial, Industrial and Tax-Exempt Annual Stormwater Bill Distribution

Range of Commercial Industrial Tax-Exempt

Stor;ill\:: ater Nt;r:rtzz:'sof % of Total Nl;r:rl:::SOf % of Total Nt;r:rtzz:'sof % of Total
$0-5$100 16 14.0% 1 20.0% 49 34.5%
$101 - $200 32 28.1% 0 0.0% 9 6.3%
$201 - $300 14 12.3% 0 0.0% 9 6.3%
$301 - $400 14 12.3% 1 20.0% 14 9.9%
$401 - $500 16 14.0% 1 20.0% 10 7.0%
$501 - $600 4 3.5% 1 20.0% 4 2.8%
$601 - $700 6 5.3% 0 0.0% 5 3.5%
$701 - $800 4 3.5% 0 0.0% 2 1.4%
$801 - $900 5 4.4% 1 20.0% 4 2.8%
$901 - $1,000 1 0.9% 0 0.0% 3 2.1%
$1,001 - $1,500 0 0.0% 0 0.0% 7 4.9%
$1,501 - $2,000 2 1.8% 0 0.0% 7 4.9%
$2,001 - $2,500 0 0.0% 0 0.0% 2 1.4%
Over $2,500 0 0.0% 0 0.0% 17 12.0%

Table 21 demonstrates the wide range of stormwater bills that parcel owners would experience
based on the amount of impervious area located on their parcel. For commercial parcel
owners, approximately 67% would be billed $400 or less per year for stormwater. There are
only five industrial parcels in the Village and Table 20 demonstrates the amount each parcel
would be billed for stormwater. The widest distribution of stormwater bills occurs within the
tax-exempt land use category. While almost 50% of parcel owners would be billed at $300 or
less, 28% would be billed over $1,000 per year.

It is important to note that the stormwater bills shown in the figures are based on the baseline
fee. If the funding assumptions were modified above the baseline fee, the bills would be
proportionately higher for all parcel owners.
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F. CONCLUSIONS AND RECOMMENDATIONS

The following section of the report provides our conclusions and recommendations developed
during the course of the study.

Stormwater Utility Feasibility

The stormwater capital expenditures contemplated by the Village are about ten times the
amount the Village has invested in capital projects in the system over the past two decades.
Given the significant nature of these expenditures, careful consideration and planning are
necessary for the Village to make informed and appropriate decisions on how to fund the
expenditures. Based on our analysis and significant discussions with the Village Council and
Staff, the use of a stormwater utility is a feasible option for funding at least a portion of the
costs of the Village’s Stormwater system. The implementation of a stormwater utility and
associated stormwater fee will provide:

e A dedicated revenue source for stormwater expenditures allowing for funding of
significant capital investments required to improve the stormwater system.

e Increased equity for all parcel owners, as costs will be allocated based on stormwater
contribution rather than property value and those that do not contribute to stormwater
funding now will pay their fair share.

e Fiscal accountability, due to the fact that stormwater fee revenues can only be used for
stormwater expenditures and would be adjusted based on needs.

e Increased public awareness of stormwater issues and the significant investments that
are required to manage stormwater in the Village.

For these reasons we recommend that the Village proceed with the implementation of a
stormwater utility and stormwater fee.

Stormwater Fee Structure
In regards to the structure of the stormwater fee, we recommend that the Village:
e Use measured impervious area as the rate base for the stormwater fee. The impervious
area for each parcel in the Village is readily available and has been determined to be the
single most important factor influencing the rate of peak runoff and the total runoff

quantity.

e Implement the stormwater fee based on units of impervious using the ERU approach.
Based on our analysis of the impervious area within the Village, the normalized average
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residential parcel has approximately 3,400 square feet of impervious area. The average
impervious should be used as the basis for one ERU.

e Implement the stormwater fee based on the number of ERUs on each parcel, allowing
for fractions of ERUs.

e Use a uniform fee structure with all parcels, regardless of location within the Village,
paying the same stormwater fee per ERU.

The implementation of a stormwater fee structure as recommended will provide an equitable
allocation of stormwater expenditures throughout the Village based on parcel owner
stormwater contribution.

Stormwater Funding
In regards to the stormwater funding assumption, we recommend that the Village:

e Use 30-year bonds to fund the current planned capital projects, including the Tunnel
project (shown in Table 2). The life of the capital projects funded with the bonds will
exceed 30 years and the longer maturity will reduce the annual debt service payments,
lowering the annual stormwater funding needs.

e Use General Fund reserves available to fund capital projects in 2013 and not refund
these reserves from a stormwater fee.

e Utilize available General Fund revenues to assist in funding a portion of the level of
service including: the short-term capital needs and a portion of future debt service.

e Fund the ongoing stormwater operating and maintenance expenses from stormwater
fees.

Based on our funding recommendations the stormwater fee would consist of the baseline fee
shown in Table 12 plus the incremental amount associated with funding operating and
maintenance expenses also shown in Table 12. Given the significant discussion among the
Village Council related to the funding assumptions, our reasoning for the recommendations
related to the funding assumptions are provided. If the Village implements a stormwater utility
we believe that all costs associated with stormwater should be accounted for within the
stormwater utility, both operating and capital costs. The Village uses this approach for its water
and sewer utilities (all expenditures, operating and capital, are accounted for in the water and
sewer enterprise funds). The Village should use the same approach for the stormwater utility.
Additionally, a stormwater fee is a much more equitable means of allocating the costs of the
stormwater system among parcel owners within the Village. However we believe that given the
magnitude of the expenditures facing the Village, the continued use of General Fund funding, is
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appropriate initially as the Village transitions to collecting funds from a stormwater utility. It is
common for communities to continue to provide some funding from the General Fund when a
stormwater utility is first established and then transition to full stormwater fee funding over
time. As the debt associated with the stormwater projects is retired, the Village should phase
out General Fund stormwater funding.

Administration

The key considerations related to the administration of a stormwater utility and fee were
outlined in the documentation for the third workshop and presented to the Village Council.
These considerations include the billing methodology and database management, stormwater
credits and incentives and parcel owner appeals process. There was limited input from the
Village Council related to these items as the bigger picture issues of how to fund the
stormwater expenditures took precedence. However, based on limited input and our industry
expertise in regards to the administration of a stormwater utility, we recommend that the
Village:

e Consider implementing a stormwater fee credit program for non-residential properties
to provide a reduction in the stormwater fee for those properties that provide on-site
stormwater management that exceeds the current Village requirements. These
requirements would result in limiting those properties that are eligible for credits to
those that have the ability to significantly reduce their stormwater contribution. A draft
credit and incentive manual is provided in the appendices of this report to serve as a
template for the Village should a credit and incentive program be put in place.

e Consider implementing a stormwater incentive program for all property owners which
would provide reimbursement for the purchase and installation of stormwater
management controls. We recommend that the Village establish an annual budget for
incentives with an initial a budget of $20,000. The budget would be used to fund the
incentives on a first come first serve basis until funds are exhausted during the year.

e Bill the stormwater fee on the water bill and develop an appeals process to handle
property owner appeals. A sample appeals process is provided to serve as a template
for the Village.

Any property owner may request a review of their stormwater utility fee at any
time by completing an appeals form. The Village will perform the review of the
property in question in a timely manner. The written results of the review will be
provided to the property owner who requests the review. If the review reveals the
property owner has been overcharged for the stormwater utility fee, the Village
will notify the billing department of the amount of refund due to the property
owner paying the stormwater fee. Any refund due as a result of overcharging of
the stormwater utility fee may be either credited to the property owner’s future
stormwater fee or may be sent in the form of a check at the discretion of the
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Village billing department. The maximum time frame for credit reimbursement
shall be no more than six (6) months. If the review indicates the property owner
has been receiving stormwater fee which is less than the amount they should have
been charged, the Village shall notify the billing department of the increase
necessary to bring the stormwater fee to the proper amount. The Village will not
make any attempt to recoup the fees lost as a result of an error on the Village's

part unless directed to do so by the Village Manager or Village Council.

Stormwater Fee

Based on the recommended fee structure and funding approach, the recommended
stormwater fees are presented in Table 22.
modifications to capital costs. The table provides an estimate of the necessary addition to the
fees due to the cost of the incentive program as described above.

Table 22 - Recommended Stormwater Fees

The fees are subject to change based on

FY14 FY15 FY16 FY17 FY18
Annual Stormwater Fee per ERU $80.88 | $156.18 | $250.69 | $252.71 $254.80
Adjustment Due to Incentives $3.01 $3.16 $3.32 $3.49 $3.66
Total Annual Stormwater Fee Per ERU $83.90 | $159.34 | $254.01 | $256.20 $258.46

To demonstrate the impact on parcel owners within the Village the distribution of stormwater
bills by land use type are presented in the following tables based on the recommended fees
(including the addition to due incentives) shown in Table 22 for FY16.

Table 23 - Residential and Multi-Family Annual Stormwater Bill Distribution

Range of Stormwater Residential Multi-Family

Bills Number of Parcels % of Total Number of Parcels % of Total
S0 -$100 238 5.9% 22 17.7%
$101 -$200 586 14.4% 33 26.6%
$201 -$300 1,377 33.9% 18 14.5%
$301 - $400 821 20.2% 13 10.5%
$401 - $500 369 9.1% 6 4.8%
- . () . (o]
$501 - $600 266 6.6% 6 4.8%
-S7 7 6% 4%
$601 - $700 14 3.6% 3 2.4%
$701 - $800 88 2.2% 2 1.6%
$801 - $900 56 1.4% 5 4.0%
- , L7 .U%
$901 - $1,000 48 1.2% 0 0.0%
) -$1,5 55 4% 5 .0%
$1,001 - $1,500 1.4% 4.0%
$1,501 - $2,000 3 0.1% 4 3.2%
$2,001 - $2,500 3 0.1% 4 3.2%
Over $2,500 0.0% 3 2.4%
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Table 24 - Commercial, Industrial and Tax-Exempt Annual Stormwater Bill Distribution

Range of Commercial Industrial Tax-Exempt
Storn?water Number of % of Total Number of % of Total Number of % of Total
Bills Parcels Parcels Parcels
S0 -$100 13 11.4% 1 20.0% 44 31.0%
$101 - $200 25 21.9% 0 0.0% 6 4.2%
$201 - $300 14 12.3% 0 0.0% 9 6.3%
$301 - $400 10 8.8% 0 0.0% 5 3.5%
$401 - $500 9 7.9% 1 20.0% 9 6.3%
$501 - $600 14 12.3% 0 0.0% 14 9.9%
$601 - $700 7 6.1% 1 20.0% 4 2.8%
$701 - $S800 4 3.5% 1 20.0% 2 1.4%
$801 - $900 3 2.6% 0 0.0% 3 2.1%
$901 - $1,000 3 2.6% 0 0.0% 4 2.8%
$1,001 - $1,500 10 8.8% 1 20.0% 12 8.5%
$1,501 - $2,000 0 0.0% 0 0.0% 3 2.1%
$2,001 - $2,500 2 1.8% 0 0.0% 6 4.2%
Over $2,500 0 0.0% 0 0.0% 21 14.8%
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G. IMPLEMENTATION

If the Village decides to proceed with the implementation of a stormwater utility and
stormwater fee a series of tasks will need to be completed to ensure that a properly functioning
utility is put in place. A broad overview of the implementation tasks are presented in this
section of the report. It is important to note that a typical stormwater implementation will take
between twelve to eighteen months depending on resources available to complete each of the
tasks. We have assumed an implementation schedule requiring approximately eighteen
months. Each of the tasks are discussed below with a specific implementation schedule shown
in Figure 3. As shown in the figure the tasks will need to occur concurrently in order for
implementation to be completed within a reasonable amount of time.

Task 1: Stormwater Database Billing File

As part of this Stormwater Utility Feasibility study, the initial components of the stormwater
billing database have been developed. The amount of impervious area for each parcel in the
Village has been determined. However, it will be necessary to further review the impervious
area determinations to ensure a high level of accuracy. This task will include a detailed review
of the draft impervious area database to identify all discrepancies in the data. Some of this may
be accomplished in an automated fashion by screening the data for outliers, but in most
instances, this task will require a significant amount of parcel by parcel analysis. Once the
discrepancies have been identified each one will need to be addressed to ensure accurate
impervious area is assigned to each parcel. The next step will be to assign the impervious area,
stormwater fee and resulting bill to each billing account. The assignment to each account will
depend on the method used for utility billing, whether on the existing utility bill or as a
separate stormwater bill. The assignment of the stormwater bill will result in a billing file that
identifies, at a minimum, the parcel impervious area, number of ERUs, stormwater bill, parcel
identification number, parcel owner and billing address. Once the file has been developed it
will need to be tested for accuracy and ultimately finalized. Based on our experience this task
will require the most time and effort. As a result this task should be given priority among the
other tasks required for implementation and started as early as possible to ensure adequate
time for implementation.

Task 2: Legal Establishment of the Stormwater Utility

To establish the stormwater utility and associated stormwater fee, the Village Council will need
to approve and adopt a stormwater utility ordinance. A draft ordinance is included in the
appendices to this report. The draft ordinance is provided as a starting point for discussions.
The Village Attorney and Staff will need to provide a detailed review of the ordinance providing
input as deemed necessary. The Village Council will need adequate time to review the
ordinance to ensure full understanding prior to approval and adoption of the ordinance.
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Task 3: Finalize Stormwater Fee

A finalized stormwater fee will need to be developed and approved by the Village Council. This
report provides the recommended stormwater fee as shown in Table 17. However changes in
the cost of capital projects and input from the Village Council may modify the magnitude of the
fee. Additionally, if a credit and incentive program is adopted by the Village Council, the
estimated impact of this program will need to be incorporated in the stormwater fees. Once
these factors are evaluated a finalized stormwater fee will need to be approved by the Village
Council. The Village may place the fees in the stormwater ordinance or adopt a separate fee
schedule referenced to in the ordinance.

Task 4: Stormwater Utility Policies and Procedures

The Village will need to adopt policies and procedures for the stormwater utility. These policies
and procedures will govern the day to day operation of the utility. Some of the key policies will
be whether or not credits and incentives are provided. If the Village decides to offer a credit
and incentive program the structure of the program will need to be reviewed and finalized. A
draft credit and incentive manual is included in the appendices of this report. The Village will
need to decide on how the stormwater bill will be billed, whether on the current utility bill or as
a separate bill. Other policies and procedures include how appeals from parcel owners will be
handled and how and if stormwater bill adjustments will be allowed and how these would be
managed. Lastly, a procedure for the management of the billing database will need to be
developed to ensure that it is kept up-to-date with any changes in impervious area within the
Village.

Task 5: Public Outreach and Education

A key component of the implementation of the stormwater utility will be providing public
outreach and education throughout the Village. Residents, businesses and tax-exempt entities
that will soon be paying the new utility fee need to understand the importance of stormwater
management, the impacts that stormwater has within the Village and why a stormwater fee is
an appropriate means of funding the system. The Village should use a number of methods to
provide public outreach and education. We suggest that the Village consider the following
activities during implementation.

e Develop a webpage on the Village website that serves as a central location for all
stormwater information. All documents created related to the stormwater utility and
videos of all presentations should be made available on the webpage.

e |dentify a central point of contact within the Village for all activities related to the
stormwater utility.

e Conduct a series of public meetings intended to educate the public on the results of the
feasibility study and what the stormwater utility may look like. The Village may want to
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conduct at least three of these meetings designed to reach out to residents, business
owners and tax-exempt parcels as each of these groups will have differing concerns and
guestions. These meetings should occur early in the implementation process to allow
for key questions to be asked and to inform the Village of the key concerns within the
community related to the stormwater utility.

Develop an online stormwater bill calculator that allows parcel owners to see their
potential stormwater bill.

Conduct one-on-one meetings within the Village with key stakeholders. These meetings
may occur with the parcel owners that would receive the highest stormwater bills,
environmental groups, media outlets, chamber of commerce and other interested
parties.

Conduct a series of open public forums near the end of the implementation process
primarily designed to allow the public to ask questions and gain further understanding
of the stormwater utility.

Task 6: Village Staff Training

The Village staff responsible for billing and customer service will require training to ensure the
staff is adequately prepared to answer questions originating from parcel owners within the
Village. The Village may develop a frequently asked questions sheet that allows for consistent
and accurate responses to common questions. Staff responsible for applications for credits and
incentives and appeals will also require training. The Village should consider providing
additional customer service staff for a period of time following the first stormwater billing cycle.
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Village of Winnetka

Stormwater Utility Implementation Plan

Task 1: Development of Billing File
1.1: Detailed Review of Draft Impervious Area File
1.2: Identify Discrepancies
1.3: Data Clean Update and Assignment of Impervious Area
1.4: Assign Impervious Area and Stormwater Fee to Billing Accounts
1.5: Finalize Billing File / Test Billing File
Task 2: Establishment of Stormwater Utility
2.1: Ordinance Review - Village Staff and Legal Counsel
2.2: Ordinance Update
2.3: Village Council Ordinance Review
2.4: Ordinance Adoption
Task 3: Finalized Stormwater Fee
3.1: Finalize Stormwater Funding Level
3.2: Estimate Impact of Credit and Incentives Program
3.3: Develop Final Stormwater Fee
Task 4: Policy and Procedures
4.1: Review Credit and Incentive Program
4.2: Finalize Credit and Incentive Program
4.3: Select Billing Methodology
4.4: Finalize Property Owner Appeals Process
4.4: Establish Procedure for Billing Database Management
Task 5: Public Outreach and Education
5.1: Centralized Webpage for All Stormwater Documents
5.2: Identify Key Village Spokesperson for Stormwater Utility
5.3: Outreach Meetings (Residential, Commercial, Tax-Exempt)
5.4: Online Stormwater Bill Calculator
5.5: One-On-One Meetings with Key Stakeholders
5.6: Open Public Forums
Task 6: Staff Training
6.1: Train Village Billing / Customer Service Staff

6.2: Credit and Incentive Training

Figure 3 - Implementation Plan Schedule

Implementation Timeline (Months from Commencement of Implementation)
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APPENDICIES

I. Draft Stormwater Utility Ordinance

Il. Draft Credit and Incentive Manual

lll. Stormwater Feasibility Workshop Materials
Workshop #1 - Presentation

Workshop #2 - Presentation, Summary Report
Workshop #3 - Presentation, Summary Report
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I. Draft Stormwater Utility Ordinance
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Village of Winnetka Stormwater Utility Ordinance

Section xx.1. Purpose

Section xx.2. Stormwater utility fee and stormwater utility enterprise fund
Section xx.3. Scope of responsibility of stormwater utility

Section xx.4. Definitions

Section xx.5. Stormwater utility fee structure

Section xx.6. Impervious area database

Section xx.7. Exemptions from stormwater utility fee

Section xx.8. Stormwater utility fee credits

Section xx.9. Stormwater utility fee amounts

Section xx.10. Billing and collection procedures

Section xx.11. Requests for adjustment of the stormwater utility fee
Section xx.12. Accounts

Section xx.1. Purpose.

The purpose of this chapter is to establish a stormwater utility to protect the public health,
safety and welfare of the residents of the Village of Winnetka from damage to property and
local waterways caused by stormwater runoff and floods by reduction, control and discharge of
pollutants to the Village’s stormwater system. In order to provide an effective and long-term
approach to stormwater management within the Village, an adequate and stable funding
source must be identified. The establishment of a stormwater utility and dedicated funding
source will ensure that the Village is able to proactively manage stormwater to the benefit of all
residents, and, most specifically, the owners of real property, within the Village.

Section xx.2. Stormwater utility fee and stormwater utility enterprise fund.

(a) The Village hereby establishes a stormwater utility fee to provide an adequate and
stable funding source for the management, operation, maintenance, enhancement and
rehabilitation of the Village’s stormwater infrastructure.

(b) The Village hereby establishes a stormwater enterprise fund. The stormwater
enterprise shall be established in the Village budget and accounting system, separate
and apart from the Village’s General Fund. All revenues from the stormwater utility fee
shall be deposited in the stormwater enterprise fund and be used solely for the
operation, maintenance, expansion and rehabilitation of the stormwater infrastructure
as deemed appropriate by the Village Council. The governing body for the stormwater
utility shall be the Village Council.
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(c) The stormwater utility fee is hereby imposed on the owner of property in the Village
and shall be set by the Village Council. The stormwater utility fee is imposed upon all
real property in the Village to fund stormwater management programs. Any real
property completed or added to the State assessment role after January 1 or annexed
into the Village after January 1 may be subject to a partial year charge.

Section xx.3. Scope of responsibility of stormwater utility

(a) The Stormwater Utility shall be responsible for the operation, maintenance,
management and improvement of the stormwater system owned by the Village
including all activities required by the NPDES Stormwater Permit.

(b) The management and supervision of the stormwater utility shall under the Director of
Public Works.

(c) The boundaries and jurisdiction of the stormwater management utility shall extend to
the corporate limits of the Village.

Section xx.4. Definitions.

The following words, terms and phases, when used in this ordinance, shall have the meanings
ascribed to them in this section, except where the context clearly indicates a different meaning.

Credit - means a conditional reduction in the amount of a stormwater fee to an individual
property based upon the provisions of the Village Stormwater Credit and Incentive Manual.

Developed Land - means property altered from a natural state that contains impervious or
partially impervious cover, including such development as buildings, pavement, gravel roads,
recreation areas.

Direct Discharge - means the conveyance of stormwater runoff directly to receiving stream
without entering the Village-owned stormwater system.

Equivalent Runoff Unit (ERU) - An ERU shall mean three thousand three hundred (3,400) square
feet of impervious surface or any fraction thereof. Three thousand four hundred (3,400) square
feet is the normalized statistical average for impervious surface area on a single family property
in the Village of Winnetka.

Impervious Area - means area within developed land which prevents or significantly impedes
the infiltration of stormwater into the soil. Common impervious areas include, but are not
limited to, rooftops, patio areas, driveways and parking lots.

NPDES or National Pollutant Discharge Elimination System - means the national permitting
program implemented under the Clean Water Act.
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Parcel - means any, designated lot, trace or areas of land, established by a plat or other legal
means and to be used, developed or built upon as a unit.

Single Family Residential (SFR) - means developed land containing one dwelling structure which
contains one or more bedrooms, with a bathroom and kitchen facilities, designed for occupancy
by one or two families. SFR units may include houses (including duplexes), manufactured
homes and mobile homes located on one or more individual lots or parcels of land. Developed
land may be classified as a SFR despite the presence of a commercial use within the dwelling
unit so long as such use does not result in additional impervious area such as parking spaces,
playgrounds, structures or additions to the buildings which are used for nonresidential uses.
Stormwater System - means a conveyance or system of conveyances and include sewers, storm
drains, curbs, gutters, ditches, retention ponds or basins, dams, river impoundment, man made
channels or storm drains and flood control facilities and appurtenances thereof which is
designed or used for the collection, control, transportation, treatment or discharge of storm
water.

Stormwater Utility - means a stormwater management program that may include all or part of
the management, administration, maintenance, engineering, planning and capital investments
related to the stormwater infrastructure.

Undeveloped Parcel - means a parcel that remains in its natural state with no impervious area.

Village - means the Village of Winnetka, a municipal corporation organized under the laws of
the State of lllinois.

Section xx.5. Stormwater utility fee structure.

The stormwater utility fee shall be based on the extent to which each parcel creates a need for
stormwater management; the amount of impervious area on each parcel; and the cost of
maintaining, replacing and improving the stormwater system. The impervious area for all
parcels in the Village is established by the Village based on site examination, mapping
information, aerial photographs, geographic information system analysis and other available
information.

(a) The basis for determining the stormwater utility fee for each parcel shall be the amount
of impervious area on the parcel. The billing unit shall be based on the impervious area
on single family residential parcels. This billing unit is known as an Equivalent Runoff
Unit (ERU) and is based on the normalized average impervious area for all residential
properties in the Village initially established at 3,400 square feet based on analysis of
the Village geographical information system.

(b) All parcels in the Village shall be based on the measured number of ERUs on the parcel

rounded to the 10" of an ERU.
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Section xx.6. Impervious area database.

The Village shall maintain an impervious area database for all parcels within the Village which
will serve as the basis for determination of the number of ERUs associated with each parcel.
The database will be periodically updated based on available information.

Section xx.7. Exemptions from stormwater utility fee.

(a) The Village Council finds that all real property in the Village contributes to runoff and
either uses or benefits from the maintenance of the stormwater system. Therefore,
except as otherwise provided in this Section, all real property in the Village, including
property that is tax exempt from property tax shall be charged the stormwater utility
fee.

(b) Specific properties that shall be exempt from the stormwater fee include roadways,
sidewalks and railways inside the public right-of-ways.

(c) The Village Council recognizes that in certain instances, property owners within the
Village may form unique partnerships with the Village in an effort to assist with the
management of stormwater. These partnerships may include, but are not limited to,
the donation of land for use in the stormwater system, significant capital contributions
for the stormwater system or other such activities. In these instances the Council may
deem a certain property or groups of properties exempt from the stormwater utility fee
in recognition of the partnership.

Section xx.8. Stormwater utility fee credits.

The Village Council desires to encourage and recognizes the benefits of on-site stormwater
management by individual property owners. As a result parcels shall be eligible to receive a
stormwater utility fee credit based upon the requirements of the Village Stormwater Credit and
Incentive Manual. Any credit allowed against the stormwater utility fee is conditioned upon
continuing compliance with the Village Stormwater Credit and Incentive Manual.

Section xx.9. Stormwater utility fee amounts.
(a) The stormwater utility fee amount for all parcels shall be based on number of ERUs
assessed for each parcel times the established rate per ERU as published in the Village

Utility Fee Schedule.

(b) The stormwater utility fee for any parcel will remain constant from billing period to
billing period unless the following changes occur:

(i) A physical modification to the parcel that changes its level of impervious area;
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(ii)  Acredit for on-site stormwater management is either awarded or revoked;
(iii) The stormwater utility fee is changed by the Village Council; or

(iv) An adjustis made to the bill as described in Section xx.10.

Section xx.10. Billing and collection procedures.

(a)

(b)

(c)

(d)

(e)

(f)

(g)

Billings for stormwater utility fees shall be rendered by the Finance Department on a
monthly, bi-monthly, quarterly or annual basis at the discretion of the Finance
Department.

All bills for the stormwater utility fee may be billed on a common statement and
collected along with the Village water rents. If the stormwater utility fee is included on
a common statement, and the party responsible for the payment of the stormwater
utility fee makes a payment insufficient to pay the total amount required by the
common statement, the payment shall be applied first to the stormwater utility fee,
then to any water rents.

The owner of any parcel, building or premises and the occupant thereof and the
customer of the water service of said system shall be jointly and severally liable to pay
for such stormwater utility fee for said premises.

For those properties not receiving a water bill, the Village will send a separate
stormwater utility fee bill to the owner of the property.

Payment must be received by the Village by close of business on the due date printed on
the bill or a late charge of XX percent (XX%) shall be due after such due date, which due
date shall not be earlier than the fifteenth day of the month in which the bill is
rendered.

If the charges for services on the common statement are not paid for XX days after the
rendition of the bill for services, such services shall be discontinued without further
notice and shall not be reinstated until all claims are settled.

Whenever a bill for service remains unpaid for XX days after it has been rendered, the
Village Treasurer shall file with the County Recorder of Deeds a statement of lien claim.
This statement shall contain the legal description of the premises served, the amount of
the unpaid bill and a notice that the Village claims a lien for this amount as well as for all
charges subsequent to the period covered by the bill. If the user whose bill is unpaid is
not the owner of the premises and the Village Treasurer has notice of this, notice shall
be mailed to the owner of the premises if his/her address be known to the Treasurer,
whenever such bill remains unpaid for the period XX days after it has been rendered.
The failure of the Village Treasurer to record such lien or to mail such notice or the
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failure of the owner to receive such notice shall not affect the right to foreclose the lien
for unpaid bills as mentioned in the foregoing section.

(h

~

Property subject to a lien for unpaid charges shall be sold for non-payment of the same,
and the proceeds of the sale shall be applied to pay the charges, after deducting costs,
as is in case in the foreclosure of statutory liens. Such foreclosure shall be by bill-in
equity in the name of the Village. The Village Attorney is hereby authorized and
directed to institute such proceedings in the name of the Village in any court having
jurisdiction over such matters against any property for which the bill has after it has
been rendered. The Village Attorney is entitled to attorney fees as determined by the
court.

Section xx.12. Requests for adjustment of the stormwater utility fee

(a) A property owner may request correction of the stormwater utility fee by submitting
the request in writing to the Village Manager or his designee within XX days after the
date the bill is mailed or issued to the parcel owner. The owner of the parcel is solely
responsible for initiating any review of the amounts of the stormwater utility fee.
Grounds for correction of the stormwater utility fee include:

(i) Incorrect classification of the property for purposes of determining the fee;
(ii) Errorsinthe square footage of the impervious surface area of the property;
(iii) Mathematical errors in calculating the fee to be applied to the property; and

(iv) Errors in the identification of the property owner of a property subject to the
fee.

(b) The Village Manager shall make a determination within XX days after receipt of the
property owner’s completed written request for correction of the fee. The Village
Manager’s decision on a request for correction of the fee shall be final.

(c) A property owner must comply with all rules and procedures adopted by the Village
when submitting a request for correction of the fee and must provide all information
necessary for the Village Manager to make a determination on a request for correction
of the Fee. Failure to comply with the provisions of this subsection shall be grounds for
denial of the request.

(d) If an adjustment is approved by the Village, the adjustment will be incorporated into the
stormwater utility fee calculation for the specified parcel and will apply to the next
regularly generated bill.
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Section xx.13. Accounts.

The Village Treasurer shall establish a proper system of accounts and shall keep proper books,
records, and accounts in which complete and correct entries shall be made of all transactions
relative to the stormwater fund, and at regular annual intervals he shall cause to be made an
audit by an independent auditing concern of the books to show the receipts and disbursements
of the stormwater fund. In addition to the customary operating statements, the annual audit
report shall also reflect the revenues and operating expenses of the stormwater facilities,
including a replacement cost. The financial information to be shown in the audit report shall
include the following:

(i) Billing data to show total number of billing units per fiscal year.
(ii) Debt service for the next succeeding fiscal year.

(iii) Number of stormwater utility rate payers.
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1. Introduction

The intent of this manual is to outline the Village’s Stormwater Utility Fee Credit and Incentive
Policy and the procedure by which the policy is to be administered. In addition to describing
those activities which may be used to qualify for a credit or incentive, the manual outlines the
administrative and technical basis for determining the extent of the credit and incentive and
the conditions required to remain eligible for a stormwater fee credit. The primary objective
for the credit and incentive program is to encourage property owners to proactively manage
stormwater on their property by incorporating sustainable stormwater management practices.

2. Definitions

The following definitions are applicable throughout the credit and incentive manual and shall
have the meanings provided below. If not defined, the terms utilized in this manual shall have
the meaning associated with current Village standards for stormwater management and design
unless the context clearly indicates otherwise. In all other cases, the terms utilized in the
manual shall have the meaning given by common and ordinary use as defined in the latest
edition of Webster’s Dictionary.

Applicant — An applicant is the person or entity financially responsible for the stormwater fee
associated with a given account and the stormwater facility to be credited or incentivized.

Best Management Practices (BMPs) — Best management practices include a schedule of
activities, prohibitions of practices, maintenance procedures, and other management practices
to prevent or reduce the discharge of pollutants to local waterways.

Credit — A credit shall mean on-going reductions in the stormwater fee applicable to a given
property in recognition of onsite or off-site systems, facilities, measures, or other actions taken
by customers to reduce or mitigate the impact of their property(s) or actions on the quantity or
quality of stormwater run-off that would otherwise be managed in the stormwater system or
proof of direct discharge outside the Village limits. Credits shall be conditioned on the
continuing performance of the systems, facilities, measures, or other actions in reference to
standards adopted by the Village Council upon which the credits are granted, and may be
revised or rescinded.

Credit Application — A credit application is an application submitted in accordance with the
Village’s Stormwater Utility Fee Credit and Incentive Policy for an existing or new stormwater
facility.

Design Storm — A design storm refers to a rainfall event of a certain size or intensity, duration,
and return frequency that is used to calculate the peak stormwater discharge. For example, a
100-year storm refers to a rainfall event expected to occur an average of once every 100 years
or an event which has a 1% chance of occurrence within any given year.
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Developed Land — Developed land shall mean property altered from a natural state that
contains impervious or partially impervious cover, including buildings, pavement, gravel roads,
recreation areas (e.g. tennis courts), etc.

Detention Basin — A detention basis is a stormwater management facility that reduces the peak
discharge stormwater rate by temporarily storing stormwater during storm events but
generally not reducing the overall volume of stormwater runoff.

Equivalent Runoff Unit (ERU) — An ERU shall mean three thousand four hundred (3,400) square
feet of impervious surface or any fraction thereof. Three thousand four hundred (3,400) square
feet is the normalized average for impervious surface area on a single family property in the
Village of Winnetka.

Facility Maintenance — Facility maintenance refers to the activities required to maintain a
stormwater facility in proper working condition. Required maintenance activities associated
with the facility(s) in question as defined by the Village Code, the Village’s Standard
Specifications, the Village’s Stormwater Design Manual and any applicable Village policies.

Incentive — One-time rebate / reimbursement that is offered to the applicant, to assist in
offsetting the cost of materials, construction and installation of qualifying stormwater facilities.

Incentive Application — An incentive application is an application submitted in accordance with
the Village’s Stormwater Utility Fee Credit and Incentive Policy for a new stormwater facility.

New Stormwater Facility — A new stormwater facility is meant to refer to any stormwater
facility approved and constructed after implementation of the Village’s Stormwater Utility and
the stormwater utility fee.

Peak Stormwater Discharge — Peak stormwater discharge is the maximum rate of flow for water
entering or exiting a drainage system or stormwater facility. Discharge is typically measured in
cubic feet per second (cfs) and associated with a specific design storm.

Pre-Development Conditions — Pre-development conditions refer to the condition of a property
before development of the property occurs.

Post-Development Conditions — Post-development conditions refer to the condition of the
property once development of the property occurs.

Retention Basin — A stormwater management facility that reduces the total volume of
stormwater contributed to the stormwater system by permanently storing stormwater
captured during storm events.
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Stormwater — Stormwater shall mean the run-off from precipitation that travels over natural or
developed lands to the nearest stream, other conduit, or impoundment and appears in lakes,
rivers, ponds, or other bodies of water.

Stormwater Facility (Facility) — A stormwater facility refers to any mechanism that is
implemented to address water quality or quantity issues. Stormwater facilities can also be
referred to as Best Management Practices (BMPs).

Stormwater Fee — The stormwater fee for a property is the charge established by the Village to
cover the cost of operating and maintaining the Village’s Stormwater System. The charge is
based on the impervious surface area associated with the property and the average impervious
surface area for a single-family residential property within the Village limits (Equivalent Runoff
Unit — ERU).

Stormwater System — The Village stormwater system consists of all of the physical components
and attributes of the drainage system within the Village that manages and conveys stormwater
including but not limited to drains, inlets, culverts, basins, ditches, creeks and streets.

Village — Village of Winnetka

Village Standards — Village Standards include those standards established by the Village for the
design, construction, and maintenance of stormwater facilities. These standards include the
Village’s Manual of Specifications, the Village’s Stormwater Design Manual, the Village Code,
and all other applicable Village policies. These standards are the minimum requirements for
Stormwater Control and may be altered or augmented at the discretion of the Stormwater
Engineer or Director of Public Works due to unique site conditions and/or preexisting drainage
problems within the area.

3. Stormwater Fee Credits

The intent of the stormwater fee credit is to recognize and/or promote on-site systems,
facilities, measures, or other actions that address stormwater quality, reduce peak stormwater
flows and / or reduce overall stormwater volume. The fee credits also recognize those
applicants that do not discharge to the Village stormwater system, educational institutions that
provide qualifying instruction curricula and those entities that form partnerships with the
Village to assist in managing stormwater.

While it is the intent of the Village to maintain a program to extend stormwater fee credits to
applicants subject to the provisions included in this manual, should stormwater regulations
change such that the conditions of the Stormwater Credit Program are no longer valid or
significantly altered, the Village reserves the right to reduce or eliminate the credits available.
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3.1 Eligibility

In order to effectively manage the stormwater credit program, only non-residential properties
may receive a stormwater fee credit. Individual single family residential and duplex residential
units on individual lots of record are not eligible for stormwater credits. The only exception is
for those properties that drain to privately-owned regional detention basins. Credits are not
offered to single-family residential properties with individual onsite detention facility. In order
for an applicant to be eligible to receive a stormwater fee credit, an applicant must receive a bill
for Stormwater Service provided by the Village and the credit must apply to developed land
containing the facility eligible for the credit. Where the facility is located in a common area
such as that associated with an apartment complex or a commercial development, the credit
shall be applied based on the allocation of the stormwater fees for the property unless other
arrangements are made and approved in conjunction with the stormwater credit fee
application. Credits will be offered only to those properties that exceed the current village
standards. Accounts with past-due balances shall not be eligible to apply for stormwater fee
credits. Credited accounts not paying monthly stormwater charges will be deemed ineligible,
result in revocation of credits, and may be billed a surcharged amount to recover improperly
issued credits.

3.2 Right-of-Entry

As a condition of receiving a stormwater fee credit, an applicant must agree to allow the Village
unrestricted access to inspect the facility(s) associated with the stormwater fee credit. The
intent of the inspections will be to verify that the facility is being maintained as stipulated in the
operation and maintenance agreement, the conditions on the ground are consistent with the
documentation provided in conjunction with the bi-annual inspection report submitted by the
stormwater fee credit recipient, and that the facility is operating as intended.

3.3 Credit Renewal

Stormwater fee credits are provided for a period of two years. In order to continue to receive
the credit in future years, the recipient is required to renew the credit application bi-annually.
It is the responsibility of the recipient to submit the credit renewal stormwater application to
the Village and to do so in a manner that insures that the credit remains continuous.

3.4 Stormwater Credit Application

To receive the stormwater fee credit, the applicant must submit a Stormwater Credit
Application which demonstrates the compliance with the stormwater management facilities or
activities as detailed in Section 3.6 of this manual. The application must be completed and
signed by a register professional engineer. The Village will collect a stormwater credit
application fee of Sx at the time of application submission. The application fee is subject to
change as deemed necessary by the Village.
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3.5 Stormwater Fee Credit Implementation

For those stormwater credit applications received (and subsequently approved) within 6
months of adoption of the stormwater fee credit program, the credit would be available
retroactively to time of adoption of the stormwater credit policy. Credit will not be granted for
an existing stormwater facility for any time preceding fee inception or for any time period prior
to the date in which the stormwater facility was constructed and approved by the Village.
Documentation will also be required to substantiate maintenance of the facility over the time
for which a retroactive credit is requested. Credit applications received after the first 6 months
will be processed and become effective on the first full billing cycle following approval of the
Stormwater Credit Application by the Village.

3.6 Qualifying Stormwater Facilities / Activities

The standard maximum stormwater fee credit available has been set at xx% of the stormwater
fee for the property in question. This may be achieved through the use of one or more facilities
or activities eligible for a stormwater credit under the stormwater credit policy. The only
exceptions to the maximum credit provision apply to educational institutions that may qualify
for a xx% credit plus an educational credit and to those entities that would qualify under the
partnership credit.

The options eligible for receipt of a stormwater fee credit are as follow.
3.7.1 Rate Reduction Credit

A credit will be available for applicants who discharge all or a portion of their impervious
area to a private detention basin. The detention basin must be designed and in
compliance with Village standards as defined in Village Code which requires sufficient
storage be provided such that the probability of the post-development release rate
exceeding 0.1 cubic feet per second (cfs)/acre of development shall be less than one
percent (1.0%) per year or a 100-year storm event. The maximum credit for rate reduction
is xx%. The applicant will be required to submit site plans demonstrating the portion of the
property draining to the stormwater facility.

3.7.2 Volume Reduction Credit

A credit will be available for applicants who install and maintain qualifying stormwater
management facilities that reduce the volume of stormwater leaving the property.
Volume reduction facilities include such facilities as retention basins, cisterns, green roofs
and permeable pavement. The stormwater management facility must be designed and in
compliance with Village standards as defined in the Village Code. The maximum credit for
volume reduction is xx%. The credit should be calculated based on the portion of
impervious area draining to the management device in the same manner as the rate
reduction credit. The applicant will be required to submit site plans demonstrating the
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portion of the property draining to the stormwater facility. Volume reduction facilities and
activities also improve the quality of stormwater runoff and as a result an applicant
qualifying for a water reduction credit in most instances will also qualify for a water quality
credit.

3.7.3 Water Quality Credit

A credit will be available for applicants who install and maintain qualifying stormwater
management facilities and activities that improve the quality of stormwater runoff through
best management practices (BMPs). The water quality credit would be granted if it is
demonstrated that the BMPs are designed to remove x% of total suspended solids as
measured on an annual basis. The suspended solid removal shall be based on engineering
calculations, vendor specifications for manufactured BMPs demonstrating compliance.
The maximum credit for water quality is xx%. The credit should be calculated based on the
portion of impervious area draining to the BMP in the same manner as the rate reduction
credit. The applicant will be required to submit site plans demonstrating the portion of the
property draining to the stormwater facility.

3.7.4 Direct Discharge Credit

A credit will be available to applicants who can demonstrate that their properties or a
portion of their properties discharge outside the Village’s stormwater system. Applicants
are required to submit site plans for the property in question demonstrating which area(s)
of the parcel qualify for the credit. Max credit would be xx% and based on portion of
parcel discharged outside the Village stormwater system.

3.7.5 Education Credit

The Village is required by its NPDES stormwater permit to provide a stormwater quality
education program to elementary school children. For public and private elementary
schools that develop a lesson plans and teach their students about stormwater
management issues, the Village will provide an annual per-child instructed credit to schools
that comply with the requirements of this credit.

The allowable education credit will be Sx per 3rd grade child taught per year. To remain
eligible for this credit, the applicant shall, on an annual basis, provide a copy of the lesson
plan(s), demonstrate that the lesson plan(s) is (are) consistent with the educational
content deemed appropriate by the U.S. EPA for stormwater education, and provide
documentation of the number of students taught that year. This credit is limited to the
number of 3rd grade children enrolled in the applicant’s school at the time of the
application.

The initial application for the Education Credit will require an application fee. The
applicant is required to provide an update of lesson plan(s) and number of students taught
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each year to receive the credit. As the Education Credit is a non-technical application, it is
not required to have a professional engineer complete the application form.

The Education Credit is exclusive of the xx% maximum credit limit. Eligible applicants may
add the amount of the Education Credit to the total credits received for onsite stormwater
facilities.

3.7.6 Partnership Credit

A credit will be offered to applicants that operate in partnership with the Village to
improve the overall stormwater system. These partnerships would include applicants who
provide land and/or facilities for use by the Village to facilitate the management of
stormwater. Applicants who form these partnerships will be eligible for a xx% stormwater
credit.

3.8 Stormwater Facility Maintenance and Inspection

The following stormwater facility maintenance activities are required for an applicant to be
eligible for a stormwater fee credit. These activities are required to ensure that the facility
performs as credited, complies with Village standards and State law, meets safety standards
and is not a public nuisance. Maintenance activities are required on all drainage structures
related to the facility, including the dam, inlets, headwalls, velocity dissipaters, spillways, pipes,
feeder channels, discharge channels, etc. The applicant of a credited Stormwater Facility must
comply with all applicable maintenance practices below that are relevant to the credited
facility.

e Debris and Litter Removal — This activity must be performed after storm events totaling
approximately two inches over a 24-hour period or as needed in order to prevent the
structure from clogging and failing and to prevent a public nuisance.

e Erosion and Structural Repair — Side slopes, emergency spillways, and embankments all
may periodically suffer from slumping and erosion. Regrading, revegetating,
compacting and/or installing or replenishing rip-rap may be required to correct erosion
problems that develop.

e Mowing — Side slopes, embankments, emergency spillways and other grassed areas of
stormwater facilities should be periodically mowed to prohibit woody growth. More
frequent mowing may be required in residential areas by adjacent homeowners. Native
grasses, which are water-tolerant, pest-tolerant, and slow growing, are recommended.

e No Blockages — Remove sediment or any blockage from pipes, channels, spillways, inlets
and outlets as needed to keep the facility in proper working condition.
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Nuisance Control — Standing water or soggy conditions within a “dry” stormwater facility
can create nuisance conditions for nearby residents. Common nuisance conditions may
include odors, mosquitoes, litter and weeds. Regular maintenance to remove debris
and ensure control structure functionally is required to control these potential
problems. In addition, well maintained and established wetland plants in wet detention
ponds or bird nesting boxes around the pond can provide a habitat for birds and
predacious insects and fish that can actively serve as a natural check on nuisance insects
such as mosquitoes. Cyclical alteration of the water level in the pond or installation of
aeration/agitation features will also disrupt most unwanted larval growth.

Outlet Control — Maintain outlet control devised to ensure proper functioning in the
control of stormwater velocities at the outlet of the stormwater facility. Revegetating
and/or replenishing or reinstalling rip-rap may be required to correct erosion problems
at the outlet of stormwater facility pipes.

Removal of Log Jams and Debris — All streams and ditches within the stormwater system
should be inspected periodically for blockages. If identified, the blockages and debris
should be removed as quickly as practicable.

Sediment Removal — This activity is to be performed as needed or as required by the
Village to ensure proper working order of the facility and its related stormwater facility
features (channels, pipes, etc.).

Structural Repairs and Replacement — Eventually, stormwater control structures will
deteriorate and must be replaced. Structural damage to outlet structures (i.e. cracks,
leaks or failure) must be repaired as soon as possible.

3.9 Bi-Annual Documentation

Bi-Annual documentation must be submitted to the Village to continue receiving a credit. The
required documentation consists of the following.

Bi-Annual inspection report from an independent engineer that conforms to Village
requirements.

Recently dated photographs showing the condition (including any known damage or
disrepair) of a Stormwater Facility. For stormwater ponds, these photos should include
views of the outlet structure, all side slopes, vegetated littoral zones, a view from the
downstream channel looking upstream at the dam and emergency spillway, a view from
the dam showing the condition of the downstream channel, and a view of areas
designed to catch sediment (if possible).
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e Records demonstrating that required maintenance activities and/or repairs have been
completed.

3.10 Facility Inspections

Each applicant that has applied for and received a credit for a Stormwater Facility has the
private responsibility to inspect and repair their facility to ensure that it is functioning as
credited. In addition, the Village reserves the right to inspect Stormwater Facilities receiving a
credit at any time. If the field inspection proves that any of the bi-annual documentation
submitted for continuation of the credit is not accurate, or the facility is not maintained, or if
the facility is not operating as credited, the credit will be forfeited and the customer must repay
the Village in the form of a surcharge the amount of credit received during the period for which
the Village determines the Stormwater Facility was out of compliance. Inspections will be
performed at the discretion of the Village to assure that a facility is operating as credited (no
blockage due to excessive silt, logs, or debris). Annual inspection is possible with additional
inspections of problematic areas following large storm events (two inches of rainfall or more
over a 24-hour period).

3.11 Enforcement

Inspections and bi-annual documentation are the primary methods employed to monitor
credits. Failure to maintain and operate the Stormwater Facility in strict compliance with
Village standards will result in the loss of the credit and possible surcharge to recapture
improper credits.

4. Incentives

The Village provides incentives in the form of one-time rebates / reimbursements to applicants
who install qualifying stormwater facilities.

4.1 Eligibility

All applicants within the Village will be eligible to receive a stormwater incentive for the
purchase, construction and installation of qualifying stormwater facilities. The incentives are
offered on a first come, first serve basis with an annual allocation of available funds provided
from the Stormwater Utility. Applicants receiving stormwater fee credits are not eligible to
receive a stormwater incentive. Applicants must submit a stormwater incentive application
with proof of purchase and demonstrated installation of the stormwater facility. The Village
reserves the right to inspect the installed facility prior to approving the application.

4.2 Stormwater Facility Incentives

The following stormwater management facilities will be considered eligible for stormwater
incentive funding.
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Rain Barrels — Rain barrels are stormwater management devices that typically collect
stormwater from roof drains and thereby reduce peak stormwater discharge rates from
properties. Applicants who purchase and install rain barrels will be eligible for a rebate of $x
per gallon of installed storage, with a minimum volume of xx gallons. The maximum available
rebate per property is Sxxx.

Rain Gardens — A rain garden is a shallow depression that is planted with deep-rooted native
plants and grasses. Rain gardens are typically positioned near a stormwater source like a roof
drain, driveway or sump pump. Rain gardens reduce the peak stormwater discharge rates, the
overall stormwater volume and improve stormwater quality by settling out suspended solids.
Applicants who install rain gardens will be eligible for reimbursement of the costs of materials
(including plants) and construction for up to Sxxx per property. To be eligible for the rebate the
rain garden must be at least xxx square feet in size. The rebate is offered at Sx per square foot
of the garden.

Other Facilities - Applicants who install other stormwater facilities that reduce the total volume
of stormwater, reduce the peak volume of stormwater and / or improve the quality of
stormwater leaving the property will be eligible for reimbursement for the costs of materials,
installation and construction of the stormwater facility. Examples of such stormwater facilities
include green roofs, cisterns and permeable pavement. The reimbursement is based on xx% of
the cost of each stormwater facility with a maximum per property of Sxxx.
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lll. Stormwater Feasibility Workshop Materials
Workshop #1 - Presentation

Workshop #2 - Presentation, Summary Report
Workshop #3 - Presentation, Summary Report
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Village of Winnetka
Stormwater Utility Feasibility Study

Workshop #1:
Level of Service and Funding Options

January 8, 2013

Municipal & Financial
Services Grcup
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Agenda
I

0 Level of Service
0 Stormwater Funding Scenarios
a Magnitude of Stormwater Fee / Tax Rate

a Discussion
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Study Timeline
I

Level of Service SW Funding Options Rate / Fee Analysis Implementation

3
e
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Level of Service




Level of Service - Options
I

Refunding General Fund Reserves

— =<

Replacement of Existing Assets
(Buried Infrastructure)

Cost categories associated
— with Stormwater
Management

Possible Capital Improvement Projects
Additional Drainage Areas

Current Planned Capital

Improvement Projects

Operating and Maintenance Expenses
(Day to Day Operations)
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—
Level of Service -

Operating and Maintenance Expenses
1 |

c— 0 - =<
>\ - —S
>\ //<

Operating and Maintenance Expenses

(Day to Day Operations)

6
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Stormwater Operating Expenses
I

2013 2014 2015 2016 2017

Public Works Administration $103,000 $106,000 $109,000 $112,000 $116,000
Training $2,000 $2,000 $2,000 $2,000 $2,000
Engineering $35,000 $36,000 $37,000 $39,000 S40,000
Drainage Operations $270,000 $278,000 $287,000 | $295,000 $304,000

Total $410,000 $422,000 $435,000 | $448,000 $462,000
Current General Fund Funding $390,000 $390,000 $390,000 | $390,000 $390,000
Incremental O&M $20,000 $32,000 $45,000 $58,000 $72,000

= Forecast assumes operating costs increase annually at 3% due to inflation
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Stormwater Operating Expenses
I



—
Level of Service -

Current Planned Capital Projects
1

Current Planned Capital

Improvement Projects

9
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Capital Projects — Current Planned

2012%* 2013* 2014 2015
Winnetka Avenue Pump Station $29,300 | $720,700
Tower Road / Foxdale $111,429 |$1,051,424
Lloyd Park / Spruce Street $37,143 | S361,643

Northwest Winnetka

Greenwood / Forest Glen $226,874 |53,000,000 | $1,040,050

Willow Road Tunnel $55,350 | $800,000 $800,000 | $16,413,000 | $16,300,698
Stormwater Rate Study $72,100
Stormwater Master Plan $80,000 $21,220
Elm St. Storm Sewer Outfall $250,000
Replacement
Total $612,196 ($6,204,987 | $1,840,050 | $16,413,000 | $16,300,698 | $41,370,931

*2012 and 2013 Capital projects currently budgeted to be funded through General Fund
reserves. 2014 — 2016 projects currently budgeted to be bond funded.
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|
Level of Service - Possible Future Projects
1

Possible Capital Improvement Projects

Additional Drainage Areas

11
e

Agenda Packet P. 75



Capital Projects — Possible Future Projects

2019 2020 2021 2022

Drainage Area A $571,995

Drainage Area C $1,992,086

Drainage Area E $1,061,080

Drainage Area G S2,484,478

Drainage Area N $130,477

Drainage Area O $2,374,800

Total $571,995| $1,992,086 $1,061,080( $2,484,478| $130,477 $2,374,800| $8,614,916

= All possible future projects currently budgeted to be bond funded.
= All projects inflated to future dollars using 3% annual inflation rate.
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Capital Project — Financing
I

Bond Issue Year of Interest Debt
Amount Issue Rate Maturity

Project Included

Northwest Winnetka Greenwood /

;::;ls Forest Glen $18,253,050 2014 3.5% 20 years
Willow Road Tunnel

2015 .

Bonds Willow Road Tunnel $16,300,698 2015 4.0% 20 years

Possible Future Projects

2016 Drainage Area A

0,
Bonds | Drainage Area C 52,564,082 2016 4.0% 20 years
2018 Drainage Area E 0
Bonds | Drainage Area G 53,545,558 2018 4.5% 20 years
2020 Drainage Area N 0
Bonds | Drainage Area O 52,505,277 2020 4.5% 20 years
Total $43,168,665
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Capital Projects - Projected Debt
I

= Debt payments assume an interest payment is due the year of the bond issue
with full principal and interest payment due the following year.

14
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Level of Service - Asset Replacement
I

c— 0 - =<

Replacement of Existing Assets
(Buried Infrastructure)

\ //<
>\ //<
\ /
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SW Line Replacement Costs
I

> |ldentification of Assets

Estimated Replacement Cost
(2012 $)

57 Miles Ranging from 4” to 96” $100,700,000

Village Stormwater Lines Size of Lines

» Plan for funding

Annual Replacement
Spending (2012 S)

150 years $614,000 2023 - 2173

Timeframe*

Assumed Replacement Cycle

*Commence investment following completion of drainage areas and assume “pay-as-you-go”
funding of replacement

16
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Level of Service - Refunding Reserves
- 1

Refunding General Fund Reserves
S I
. I
. -
. N
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Refunding General Fund Reserves
-

2012 2013 Total

Capital Projects Funded through General Fund

Reserves $612,196 | $6,204,987 | $6,817,183

= The size of the 2014 Bonds would be increased by $6.8 million to refund the
reserves, with resulting debt service shown below.

18
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Total Annual Revenue Requirements

Project
Operating Costs
Total Operating Expenses(l) 390,000 390,000 390,000 390,000 390,000
Total Operating Expenses(2) 32,000 45,000 58,000 72,000 86,000
Total Operating Expenses 5422,572 5435,249 5448,307 5461,756 5475,609
Capital Costs
Projected Debt Service Expense(3) 445,310 2,121,332 3,059,904 3,199,353 3,280,325
Total Capital Expenses 5445,310 5$2,121,332 53,059,904 | 53,199,353 53,280,325
Total SW Revenue Requirement 5867,882 52,556,582 $3,508,211 | $3,661,109 53,755,934
(1) Operating funded by General Fund
(2) Incremental Operating and Maintenance above current GF funding
(3) Projected debt includes bond issues 2014 - 2018
19
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Total Annual Revenue Requirements
N

Begin Annual Line Replacement

Possible Additional Drainage Areas
Fully Funded

Tunnel Project
Fully Funded

20
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Level of Service - Scenarios
I

—_

Refunding General Fund Reserves

c— =<

Full Spending
includes all capital costs
associated with Stormwater
Management and

Replacement of Existing Assets
(Buried Infrastructure)

Possible Capital Improvement Projects incremental increases in
Additional Drainage Areas Operating and Maintenance
(above current funding of
Current Planned Capital $390,000)

Improvement Projects

Operating and Maintenance Expenses
(Day to Day Operations)

21
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Level of Service - Scenarios
I

Possible Capital Improvement Projects
Additional Drainage Areas Phased Spending
= Excludes refunding general
Current Planned Capital fund reserves and annual
Improvement Projects replacement of assets

Operating and Maintenance Expenses
(Day to Day Operations)

22
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Level of Service - Scenarios
—

Base Spending
Current Planned Capital includes only funding
Improvement Projects incremental O&M
expenses above current
funding and the Tunnel
Project

Operating and Maintenance Expenses
(Day to Day Operations)
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Funding Options




Stormwater Funding
N

General
Fund:

-Property Tax

Funding Options

-Reserves
-Other

2015 2016 2017

Current funding from General Fund* $390,000 $390,000 $390,000 $390,000 $390,000

*We have assumed Current funding from the General Fund will remain available to fund stormwater
operating expenses in all funding alternatives. As a result only the incremental operating and
maintenance costs associated with inflation are included in the funding alternatives.
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Base Property Used in Analysis
I

To demonstrate impact on property owner of level of service
and funding approaches a base property was selected with
the following attributes:

Single Family Home

- Impervious area of 3,400 square feet (1 ERU)
-$1,200,000 market value home
- Annual tax bill of $27,000

26
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Funding Alternative #1
N

100% Stormwater Fee Funding

Stormwater fees calculated on a per ERU basis for each
spending scenario.

Stormwater fee funding incremental operating and
maintenance expenses (above current $390,000) and all
capital projects.

27
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Alternative #1 - All Stormwater Fee
I

* Full - Incremental O&M, Tunnel, Drainage Areas, Refund GF, Line Replacement (Begin Replacement 2023: SW Fee: $755)
* Phased - Incremental O&M, Tunnel, Possible Drainage Areas (Drainage Areas Fully Funded by 2022: SW Fee: $563)

» Base - Incremental O&M and Tunnel Project (Tunnel Fully Funded by 2016: SW Fee: $428)
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Funding Alternative #2
N

General Fund

100% Property Tax Funding

Incremental property tax increases calculated for each
identified spending scenario

Full property tax funding would result in no stormwater fee

29
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Scenario #2 - All Property Taxes
N

*Analysis assumes annual 2% appreciation in property values
» Full - Incremental O&M, Tunnel, Drainage Areas, Refund GF, Line Replacement (Begin Replacement 2023: Tax Bill: $971)
* Phased - Incremental O&M, Tunnel, Possible Drainage Areas (Drainage Areas Fully Funded by 2022: Tax Bill: $739)

» Base - Incremental O&M, Tunnel Project (Tunnel Fully Funded by 2016: Tax Bill: $631)
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Funding Alternative #3
| couaer

Fund

Combined Property Tax and Stormwater
Fee Funding

Increases in operating costs (due to inflation) recovered
through property tax increase and stormwater fee funding
all capital projects.

Operating costs remain constant among each funding
scenario, therefore resulting incremental tax rate would
be equal among all spending scenarios.
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Scenario #3 - Combined Taxes and SW Fee
I

» Full - Incr. O&M, Tunnel, Drainage Areas, Refund GF, Replacement (Begin Replacement 2023: SW Fee: $730, Tax Bill: $34)
» Phased - Incr. O&M, Tunnel, Possible Drainage Areas (Drainage Areas Fully Funded by 2022: SW Fee: $516, Tax Bill: $31)
* Base - Incremental O&M, Tunnel Project (Tunnel Fully Funded by 2016: SW Fee: $409, Tax Bill: $14)
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Property Owner Impact - 2014
- 1

Average Single Family Residential Property
$27,000 annual property tax bill
1 ERU (3,400 sq. ft. of impervious area)

Incremental Annual Total Annual

Annual Tax Bill Stormwater Fee Bill

Alternative #1 All Stormwater Fee Funding
Full Spending S- S78 $78
Phased Spending S- S63 $63
Base Spending S- S63 $63
Alternative #2 Total General Fund Funding
Full Spending S$119 S- $119
Phased Spending S97 S- $97
Base Spending S97 S- $97
Alternative #3 Combined Funding — Stormwater Fee and Tax
Full Spending S8 $72 $80
Phased Spending S8 S53 $61
Base Spending S8 S53 $61
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Property Owner Impact - 2016
I

Average Single Family Residential Property
$27,000 annual property tax bill
1 ERU (3,400 sq. ft. of impervious area)

Annual
Incremental Total Annual
Stormwater

Annual Tax Bill Bill
Fee

Alternative #1 All Stormwater Fee Funding
Full Spending S- S506 $506
Phased Spending S- $436 $436
Base Spending S- $428 $428
Alternative #2 Total General Fund Funding
Full Spending S747 S- $747
Phased Spending S644 S - $644
Base Spending $632 S- $632
Alternative #3 Combined Funding — Stormwater Fee and Tax
Full Spending S14 $497 $511
Phased Spending S14 S418 $432
Base Spending S14 S409 $423
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Property Owner Impact - 2020
I

Average Single Family Residential Property
$27,000 annual property tax bill
1 ERU (3,400 sq. ft. of impervious area)

Annual
Incremental Total Annual
Stormwater

Annual Tax Bill Bill
Fee

Alternative #1 All Stormwater Fee Funding
Full Spending S- $592 $592
Phased Spending S- $531 $531
Base Spending S- S446 $446
Alternative #2 Total General Fund Funding
Full Spending S807 S- $807
Phased Spending $725 S - $725
Base Spending S608 S- $608
Alternative #3 Combined Funding — Stormwater Fee and Tax
Full Spending $25 $573 $598
Phased Spending S25 S494 $519
Base Spending $25 $409 $434
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Study Timeline Recap
I

Level of Service SW Funding Options Rate / Fee Analysis Implementation

36
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Questions / Discussion
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Services Group

Village of Winnetka
Stormwater Utility Feasibility Study

Workshop #2:
Rate and Fee Analysis

February 12, 2013
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Agenda
N

0 Workshop #1 Follow Up

QO Level of Service Considerations
O Stormwater Fee Analysis

QO Property Owner Impacts

0 Stormwater Utility Comparisons

0 Key Policy Issues
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Workshop #1 Follow Up




= R
Full Spending Forecast

Stormwater Annual Revenue Requirements
$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000
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M Operating and Maintenance ® Current Planned Capital Projects M Possible Future Capital Projects
M Replacement of Assets m Refunding Reserves
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Presenter
Presentation Notes
Question: Can we see a longer period of time.  Answer: Graph shows a 30 year projection period which demonstrates the retirement of the debt


= R
Stormwater Spending Totals

30 Years (2014 - 2043)

Full Spending Capital Projects (1)
Present Value

Debt Service (Principal) $34,323,157 $50,735,635
Debt Service (Interest) (2) $18,041,272 $23,660,726
Total $52,364,429 $74,396,361

(1) Assumes all capital projects funded totaling 548.2 million plus 1.5% for bond issuance costs
(2) 20 year bond maturity within 30 year period
(3) Assuming a 3% discount rate
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Presenter
Presentation Notes
Question: What are the totals by type of expense over 20 or 30 years.  Answer: Table shows totals 30 years both in total and discounted dollars.


Spending Forecast Excluding Indian Hill Underpass
I

Stormwater Annual Revenue Requirements

$6,000,000 -

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

$-
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M Operating and Maintenance ® Current Planned Capital Projects M Possible Future Capital Projects

M Replacement of Assets m Refunding Reserves

Annual Debt Service Reduction $77,000 $309,589 $309,589 $309,589 $309,589
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Presenter
Presentation Notes
Question: Would like to see forecast without Indian Hill Underpass.  Answer graphs shows debt service for current planned capital projects reduced by $4 million, resulting in annual debt service reduction of $258,666


Bond Maturity Comparison
N

Annual Debt Service Comparison
$5,000,000 -

$4,500,000

$4,000,000

$3,500,000

$3,000,000
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$2,000,000
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$1,000,000

$500,000

S-

BV X oo o W b X o @ O )
R7 A07 07 07 0T 0T 40T 40T 40T 07 O

B Annual Debt Service: 20 - Year Bonds M Annual Debt Service: 30 - Year Bonds

Assumes all capital projects funded totaling 548.2 million plus 1.5% for bond issuance costs
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= R
Bond Maturity Comparison

Over Life of Bonds

Present Value 2

Debt Service Interest (30 Year Bonds) (%) $25,024,321 $36,268,025
Debt Service Interest (20 Year Bonds) (1) $18,041,272 $23,660,726
Difference $6,983,049 $12,607,299

(1) Assumes all capital projects funded totaling 548.2 million plus 1.5% for bond issuance costs
(2) Assuming a 3% discount rate
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Presenter
Presentation Notes
Slide shows difference in amount of interest paid using 20 year vs. 30 year maturity bonds.


Level of Service Considerations




Level of Service Considerations
N

Q Identified the full range of costs that the Village may fund at some
point in the future.

A For financial planning purposes, make practical considerations
about level of service and timing of capital projects and the
resulting financing needs over time.

Q Recommend focusing on the funding requirements for stormwater
expenditures and capital projects for the next 3 to 5 years.

Q Continue to evaluate service and funding of other currently planned
projects. (We are not suggesting future capital projects be taken off
the table)
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Recommended Level of Service
N

Stormwater Annual Revenue Requirements
$4,000,000

$3,500,000

$3,000,000

$2,500,000

$2,000,000

$1,500,000

$1,000,000

$500,000

S-
2014 2015 2016 2017 2018

M Operating and Maintenance B Current Planned Capital Projects () ® Refunding Reserves

(1) Current Planned Capital Project includes Willow Road Tunnel
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Total Annual Revenue Requirements

Project

Operating Costs

Total Operating Expenses(l) 390,000 390,000 390,000 390,000 390,000
Total Operating Expenses(2) 32,000 45,000 58,000 72,000 86,000
Total Operating Expenses 5422,572 5435,249 5448,307 5461,756 5475,609

Projected Debt Service

Current Planned Capital Projects 324,220 1,634,473 2,520,994 2,520,994 2,520,994
Refunding General Fund Reserves 121,090 486,859 486,859 486,859 486,859

Total Capital Expenses 5445,310 §2,121,332 53,007,854 | 53,007,854 53,007,854
Total SW Revenue Requirement $867,882 $2,556,582 $3,456,160 | $3,469,610 $3,483,462

(1) Operating funded by General Fund
(2) Incremental Operating and Maintenance above current GF funding
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Stormwater Funding

Funding Options

1. 100% Stormwater Fee Funding
100% Property Tax Funding

N

3. 50% Property Tax and

50% Stormwater Fee Funding

Fee

Stormwater

2014 2015 2016 2017 pAokk:
Total SW Revenue Requirement $867,882 | $2,556,582 | $3,456,160 | $3,469,610 | $3,483,462
Current funding from General Fund* $390,000 $390,000 $390,000 $390,000 $390,000
Unfunded Revenue Requirements $477,882 | $2,166,582 | $3,066,160 | $3,079,610 | $3,093,462

*We have assumed Current funding from the General Fund will remain available to fund stormwater
operating expenses in all funding alternatives.
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Funding Scenarios
N

100% Stormwater Fee Funding 2014 2015 2016 2017 2018
Funded via Stormwater Fees $477,882 $2,166,582 | $3,066,160 | $3,079,610 | $3,093,462
Funded via Property Taxes S- S- S- S- S-

100% Property Tax Funding

Funded via Stormwater Fees

S-

S-

Funded via Property Taxes

$477,882

$2,166,582

$3,066,160

$3,079,610

$3,093,462

Combined Funding (50% / 50%)

Funded via Stormwater Fees

$238,941

$1,083,291

$1,533,080

$1,539,805

$1,546,731

Funded via Property Taxes

$238,941

$1,083,291

$1,533,080

$1,539,805

$1,546,731
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Stormwater Fee Analysis




Stormwater Management
B

O Proper stormwater management is a general benefit
to all property owners in the Village.

= Increases property values

= Helps to protect property from flooding

= |Increases environmental protection

= Allows for safe travel in and around the Village

O However the goal of a stormwater fee is to equitably
assess the cost of providing stormwater service to
property owners based on their impact to the
stormwater system.
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Stormwater Fee Approach

Level of Service

Key Consideration:
What Should the Village Fund?

Stormwater Fee

Key Consideration:
- How Should the Stormwater
Rate Base Fee be Structured?

Key Consideration:
What Unit of Measure is Used
to Account for Stormwater
Contribution?

Agenda Packet P. 118 17



Rate Base - Unit of Measure
I

0 Various rate bases are used to develop stormwater
fees and can be grouped in three main categories:

Impervious Area

Stormwater Proxy Intensity of Development -Average impervious based
- Zoning - Gross property area with on sample

- Water Usage runoff coefficient -Actual measured
impervious

Increasing Equity and Data Requirements
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Recommended Rate Base - Impervious Area

0 The industry best practice and most common approach is the

use of impervious area, because it relates directly to runoff
and demand on system.

0 Impervious area data is readily available for all parcels in
Village and can be measured and verified.

1 O Upheld by courts in
| ILand other states.
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Impervious Area by Land Use

No. of | Gross Area Impervious | % of Total

Parcels (e Rid Impervious | Area (sq ft) | Impervious
Single Family Residential 4,181 | 62,423,185 29% 17,909,452 79.4%
Multi-Family Residential 125 | 1,359,654 58% 791,475 3.5%
Commercial 124 820,552 85% 694,349 3.1%
Industrial 5 40,896 97% 39,530 0.2%
Tax Exempt 74 | 23,265,106 13% 3,127,926 13.9%

Total 4,509 | 87,909,393 22,562,732 100%
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Breakdown of Impervious Area by Land Use
-

Industrial
Commercial __ 0.2%glls 2% Exempt
3.1% "

Multi-Famin/
Residential
3.5%

Single Family
Residential

79.4%
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Impervious Area Findings
I

0 Single parcels with the largest impervious area in the Village are
in the Tax-Exempt land use.

0 A very wide distribution of impervious area exists among Single
Family Residential (SFR) parcels (ranging from 0 - 32,000 sq ft).

= As a result, using an average impervious area approach for all SFR
parcels would significantly reduce the equity of the stormwater
fee.

= When excluding parcels with impervious area greater than 8,500
sq ft, the average impervious area for SFR is 3,400 sqg. ft. (which
captures 90% of SFR parcels).
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Recommended Equivalent Runoff Unit (ERU)
|

Average Single Family Impervious Area = 1 Equivalent Runoff Unit (ERU)

= 3,400 square feet
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Recommended Approaches for Calculating
ERUs
]

: . Increasing Complexit
a Residential parcels and Equig P

=  Average impervious for all parcels
= Parcels grouped into Tiers of ERU’s

= Impervious measured on parcel by parcel basis
(as multiples of 3,400 sq ft) rounded to whole ERU v

0 Non-Residential parcels
= |Impervious measured on parcel by parcel basis
(as multiples of 3,400 sq ft) rounded to whole ERU
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ERU’s by Use Category

Land Use ERUs

Single Family Residential 5,386
Multi-Family Residential 237
Commercial 211
Industrial 11
Tax Exempt 925
Total ERU’s 6,769

Agenda Packet P. 131 30



Stormwater Fee Approach

Level of Service

Key Consideration:
What Does the Village Fund?
Stormwater Fee

Key Consideration:
How should the stormwater

fee be structured?
Rate Base

Key Consideration:
What Unit of Measure is Used

to Evaluate Stormwater
Contribution?
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Stormwater Fee Structure
I

Q Stormwater Fee Structures Considered:

1) Uniform Fee per ERU
» Same fee per ERU regardless of location

« Typical approach

2) Location based fee per ERU

 Fee varies by drainage area based on
associated capital projects serving area
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100% Stormwater Fee Funding -

Annual Uniform Stormwater Fee per ERU
N

FY 14 FY 15 FY 16 FY 17 FY 18

Collected via Stormwater Fees 5477,882 52,166,582 | 53,066,160 | 53,079,610 | 53,093,462

Annual Stormwater Fee per

ERU* $70.60 $320.06 $452.95 $454.94 $456.99

*Based on 6,769 ERU’s as shown on slide 30.
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Combined Funding — Annual Uniform Stormwater

Fee per ERU and Incremental Annual Tax Bill
N

FY 14 FY 15 FY 16 FY 17 FY 18
Collected via Stormwater Fee (50%) $238,941| 51,083,291| 51,533,080| 51,539,805| 51,546,731
Collected via Tax Bill (50%) §238,941| S1,083,291| S1,533,080| S1,539,805| S1,546,731
Stormwater Fee Per ERU (1) $35.30 $160.03 $226.48 $227.47 $228.49
Incremental Property Tax Bill (2) $59.54 $269.93 $382.00 $383.68 $385.41
Tax Deduction ) (522.62) (5102.57) (5145.16) (5145.80) (5146.45)
Resulting Total After Deduction $36.91 $167.36 $236.84 $237.88 $238.95

(1) Assumes home with 3,400 sq ft of impervious area
(2) Assumes home with equalized assessed value (EAV) of $400,000
(3) Assumes individual filing with income of $275,000 (33% federal tax bracket plus 5% state)
and that individual is not subject to Alternative Minimum Tax (AMT)
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Location Based Fee Approach
]

Cost Category Allocation of Stormwater Costs

Operating and Maintenance Expenses All Parcels

50% to All Parcels

Capital Project . .
apital Frojects 50% to Specific Drainage Area

Refunding of General Fund Reserves - General

Projects (SW Masterplan, Rate Study, Etc) All Parcels
Refunding of General Fund Reserves - Specific 50% to All Parcels
Drainage Area Projects 50% to Specific Drainage Area
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Village of Winnetka

Attachment 2: Drainage Area Map
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Drainage Areas Project Allocations
N

Associated Drainage

Capital Project

Cost of Project

Area

Tower Road / Foxdale Area: | 527 $1,162,853
;Loyd Park Outlet / Spruce Area: | 97 $398,786
NW Winnetka / Forest Area: B 387 $4.266,924
Glen

Willow Road Tunnel Areas: G,H,J,K,L,M 3,998 $34,369,048
Winnetka Ave Pump Areas: G,H,J,L,N 2,509 $750,000
Station
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100% Stormwater Fee Funding -
Annual Location Based Stormwater Fee per ERU

FY 14 2
Collected via Stormwater Fees $477,882 | §2,166,582 | 53,066,160 | 53,079,610 | S3,093,462
Stormwater Fees
Areas: A,C,D,E,F,0 (Minimum(®) $38.26 $165.61 $233.02 $235.00 $237.05
. - 1)

Area: B (Minimum(® + NW $137.53 | $564.73 | $632.14| $634.12| $636.17
Winnetka)

. - 1)
Areas: N (Minimum( + Pump $40.91 | $176.28| $243.69| $245.68| $247.72
Station)
Area: | (Minimum() + Tower

. . . . 42.

Road/Foxdale + Lloyd Park) $64.58 $271.42 $338.83 $340.82 $342.86

. - 1)
Areas: G,H,J,L (Minimum(® + Pump $81.05| $379.04 | $557.32| $559.31| $561.36
Station + Tunnel)
Areas: K,M (Minimum( + Tunnel) $78.40 $368.37 $546.65 $548.64 $550.68

(1) Minimum includes O&M costs and 50% of capital costs
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Combined Funding — Annual Location Based Stormwater
Fee per ERU and Incremental Annual Tax Bill

FY 14 FY 15 FY 16 FY 17 FY 18

Collected via Stormwater Fee (50%) $238,941 | 1,083,291 | 51,533,080 (51,539,805 |S1,546,731
Collected via Tax Bill (50%) $238,941 | 1,083,291 | 51,533,080 (51,539,805 |S1,546,731
Stormwater Fees
Areas: A,C,D,E,F,0 (Minimum(1)) $19.13 $82.80 $116.51 $117.50 $118.53
Area: B (Minimum(l) + NW
Winnetka) $68.76 $282.36 $316.07 $317.06 $318.09

. Py 1)
Areas: N (Minimum( + Pump $20.46 $88.14 |  $121.85 | $122.84| $123.86
Station)
Area: | (Minimum() + Tower
Road/Foxdale + Lloyd Park) $32.29 $135.71 $169.41 $170.41 $171.43
Areas: G,H,J,L (Minimum() + Pump
Station + Tunnel) $40.53 $189.52 $278.66 $279.66 $280.68
Areas: K,M (Minimum(1) + Tunnel) $39.20 $184.18 $273.32 $274.32 $275.34
Incremental Tax Bill (2) $36.91 $167.36 $236.84 $237.88 $238.95

(1) Minimum includes O&M costs and 50% of capital costs

(2) After tax deduction (slide 34)
TS
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.
100% Property Tax Funding — Incremental

Annual Property Tax Bill
|

FY 15 FY 16 FY 17
Collected via Property Taxes S477,882 | 52,166,582 | 53,066,160 | 53,079,610 | 53,093,462
Incremental Property Tax Bill (1) $119.08 $539.86 $764.01 $767.36 $770.81
Tax Deduction @) (545.25) (5205.15) (5290.32) (5291.60) (5292.91)
Resulting Total After Deduction $73.83 $334.71 $473.69 $475.76 $477.90

(1) Assumes home with equalized assessed value (EAV) of $400,000
(2) Assumes individual filing with income of $275,000 (33% federal tax bracket plus 5% state)
and that individual is not subject to Alternative Minimum Tax (AMT)
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Land Use Revenue Comparison
-]

Percentage of Revenue Collected
By Property Type Using Stormwater Fee

Tax Exempt
13.9%

Industrial
0.2%

Commercial/'

3.1%

Residential

82.9%

Percentage of Revenue Collected
By Property Type Using Property Tax

Industrial

Commercial 0.4%

4.4%

Residential
95.2%
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Property Owner Impact
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Single Family Residential Parcel #1

Impervious Area

3,000 sq ft

$325,000

Drainage Area

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18

Uniform 100% SW Fee $71 $320 $453 $455 $457
Location 100% SW Fee $38 $166 $233 $235 $237
100% Property Taxes (Tax Bill) S97 S438 $620 S623 S625
Tax Deduction () (S37) (5166) (5236) (5237) (5238)
Tax Bill After Deduction $60 $272 $384 $386 $388

(1) Assumes individual filing with income of $275,000 (33% federal tax bracket plus 5% state)

and that individual is not subject to Alternative Minimum Tax (AMT)
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Single Family Residential Parcel #2

Impervious Area Drainage Area

5,330 sq ft $464,000 M 2

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18

Uniform 100% SW Fee $141 $640 $906 $910 $914
Location 100% SW Fee $157 $737 $1,093 $1,097 $1,101
100% Property Taxes (Tax Bill) $138 $626 S886 S889 S893
Tax Deduction () (S52) (5238) (S337) (5338) (S340)
Tax Bill After Deduction $86 $388 $549 $551 $554

(1) Assumes individual filing with income of $275,000 (33% federal tax bracket plus 5% state)

and that individual is not subject to Alternative Minimum Tax (AMT)
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Single Family Residential Parcel #3

Drainage Area

Impervious Area

8,600 sq ft $656,000 L 3

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18

Uniform 100% SW Fee $212 $960 $1,359 $1,365 $1,371
Location 100% SW Fee $255 $1,195 $1,762 $1,768 $1,774
100% Property Taxes (Tax Bill) $195 S886 $1,253 $1,259 $1,265
Tax Deduction () (S74) (S337) (S476) (5478) (5481)
Tax Bill After Deduction $121 $549 $777 $781 $784

(1) Assumes individual filing with income of $275,000 (33% federal tax bracket plus 5% state)

and that individual is not subject to Alternative Minimum Tax (AMT)
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Commercial Parcel #1

Impervious Area

Drainage Area

6,800 sq ft $823,000 C 2
Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18
Uniform 100% SW Fee S141 S640 S906 $910 S914
Location 100% SW Fee S77 S331 S466 S470 S474
100% Property Taxes (Tax Bill) $245 §1,111 $1,572 §1,579 | S1,586
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Commercial Parcel #2

Impervious Area

Drainage Area

2,900 sq ft $218,000 0 1
Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18
Uniform 100% SW Fee §71 $320 $453 S455 S457
Location 100% SW Fee S38 S166 $233 $235 S237
100% Property Taxes (Tax Bill) S65 $295 S417 $419 $421
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Tax-Exempt Parcel #1

Impervious Area

Drainage Area

200,000 sq ft $- J 59

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18
Uniform 100% SW Fee $4,165 | 518,884 | $26,724 | 526,842 | $26,962
Location 100% SW Fee §5,009 | $23,509 | S$34,653 | 534,770 | $34,891
100% Property Taxes (Tax Bill) - - - - -
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Tax-Exempt Parcel #2

Impervious Area

Drainage Area

40,600 sq ft S- M 12
FY 14 FY 15 FY 16 FY 17 FY 18
Uniform 100% SW Fee S847 $3,841 S$5,435 S$5,459 S5,484
Location 100% SW Fee $941 $4,420 $6,560 $6,584 $6,608
100% Property Taxes (Tax Bill) - - - - -
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Stormwater Utility Comparisons
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Stormwater Utilities - National
I

There are estimated to be 1,700 stormwater utilities located in 39 states and
the District of Columbia, serving populations ranging from 33 to over
3,000,000.
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I
Stormwater Utilities - National

Impervious area is the most common approach among utilities for assessing
stormwater fee (approximately 85% of utilities), with average impervious
area per ERU equaling approximately 3,000 square feet.
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Stormwater Utilities - National

|
Monthly stormwater fees for single family residential properties range from zero
up to $22.37 (City of Portland, OR) with average of $4.20 and median of $3.65.
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Stormwater Utilities In lllinois
e

Community Population Year SW Created Annual Revenues
Aurora 197,899 1998 $3,000,000
Bloomington 76,610 2004 $2,760,000
Champaign 81,000 2012 $3,200,000
Downers Grove 48,000 2012 $2,361,651
East Moline 21,302 2009 $350,000
Freeport 25,638 $600,000
Highland Park 31,365 $1,000,000
Moline 43,483 2000 $1,800,000
Morton 16,600 2005 $900,000
Normal 52,497 2006 $1,730,000
Northbrook 33,170 $1,200,000
O’Fallon 28,281 2008 $812,000
Orland Park 51,077 $500,000
Rantoul 13,700 2001 §572,250
Richton Park 13,646 $500,000
Rock Island 39,018 2002 $1,600,000
Rolling Meadows 23,300 2001 $560,000
Tinley Park 56,703 1983 $475,000
Urbana 41,500 2012 $1,700,000
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Stormwater Fees in lllinois
N

Single Family Residential Annual Stormwater Fees

N Ot 0K |

Downers Grove
Richton Park
Champaign
Urbana
Morton
Normal
Highland Park
Bloomington
Freeport

Rock Island
Moline

Orland Park
O’Fallon
Aurora

Rantoul

Rolling Meadows
East Moline
Tinley Park

uullllllllllﬂﬂ

$15 $30 $45 $60 $75 $90 $105 $120
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Stormwater Fee Structures in lllinois

Community Unit of Measure (Rate Base) Fee Structure
Aurora Parcel Flat Fee -
Bloomington Impervious Area (Tiered SFR, Actual Non-SFR) Single SW Fee 1,000
Champaign Impervious Area (Average SFR, Actual Non-SFR) Single SW Fee 3,478
Downers Grove Impervious Area (Tiered SFR, Actual Non-SFR) Single SW Fee 3,300
East Moline Impervious Area (Tiered SFR, Actual Non-SFR) Single SW Fee 2,200
Freeport Zoning Flat Fee base on zoning -
Highland Park Impervious Area (Average SFR, Actual Non-SFR) Single SW Fee 2,765
Moline Impervious + Pervious Area (Tiered SFR, Actual Non-SFR)| Single SW Fee
Morton Impervious Area (Average SFR, Actual Non-SFR) Single SW Fee 3,300
Normal Impervious Area (Average SFR, Actual Non-SFR) Single SW Fee 3,200
Northbrook Water Use Fixed Fee + water usage -
O’Fallon Impervious Area (Average SFR, Actual Non-SFR) Single SW Fee 3,650
Orland Park Water Use Metered water use -
Rantoul Assessed Value Drainage Surcharge Tax -
Richton Park Parcel Flat Fee -
Rock Island Impervious Area (Tiered) Tiered 2,800
Rolling Meadows | Impervious Area (Average ERU) Average ERU 3,604
Tinley Park Water Use Fixed Fee + water usage -
Urbana Impervious Area (Average SFR, Actual Non-SFR) Single SW Fee 3,100
Average 2,954
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Key Policy Issues
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Policy Issue Summary
N

f Service Should the Village Provide?
.

Issue 2: How Should the Level of Service Be Funded?
Property Taxes Stormwater Fee '

Issue 3: What Rate Base Should Be Used?
- Impervious Area or Other Proxy

Issue 1: What Level o

e

Issue 4: How Should the Fee Be Structured?

-Uniform or Location Based
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Questions / Discussion
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A. BACKGROUND FOR WORKSHOP #2

This document presents specific responses to questions and requests for additional information
arising from the first stormwater utility study workshop. The document also provides
additional considerations regarding the level of service and the preliminary results of various
methods that the Village could use to fund existing and future stormwater expenditures. The
methods examined include the implementation of a stormwater fee, the continued use of
property taxes or a combination of the two. The analysis was completed by the Municipal and
Financial Services Group (MFSG), supported by Donohue and Associates, as part of the
Stormwater Utility Feasibility Study.

B. WORKSHOP #1 FOLLOW-UP

On January 8", MFSG participated in the first stormwater utility feasibility workshop with the
Village Council. The first workshop focused on the current and potential future costs of
providing stormwater management within the Village. The information provided at the
workshop generated several questions and the desire for additional information from members
of the Village Council. This section of the report provides responses to each of the questions.

Question 1 - Extended Projection Period

MFSG presented a 20 year projection of potential stormwater expenditures. The Council
requested that a longer projection period be provided. Figure 1 presents the full spending
forecast (identifying each cost category) over a 30 year period. The longer projection period

demonstrates the payoff of debt service (based on the use of bonds with 20 year maturities).

Figure 1 - Full Spending Annual Revenue Requirements
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Question 2 - Total Costs and Present Values

The Council requested that the total costs associated with the capital expenditures (including
interest expense) be provided along with the present value of these expenditures. Table 1
presents the total principal and interest associated with current planned capital projects,
possible future capital projects and refunding of General Fund reserves (the green, red and
purple areas from Figure 1) which results in a total bond issuance of about $48.2 million. It
should be noted that we have assumed bond issuance costs of 1.5% of the bond issue bringing
the principal on the bond issue up to $50.7 million shown in Table 1.

Table 1 - Total Stormwater Capital Expenditures

Present Value' Total
Debt Service (Principal) $34,323,157 $50,735,635
Debt Service Interest (Interest)? $18,041,272 $23,660,726
Total $52,364,429 $74,396,361

lAssuming a 3% discount rate
2Assuming bonds with 20 year maturities

Question 3 - Exclusion of the Indian Hill Underpass

The Council requested that the impact of the exclusion of the Indian Hill Underpass be
examined in the analysis. The Indian Hill Underpass is included as part of the “Current Planned
Capital Projects” shown in Figure 1 and is estimated at $S4 million. The exclusion of this project
will result in a reduction of approximately $0.29 million in annual debt service payments
(assuming 20 year bonds). Figure 2 presents the annual revenue requirements excluding this
project.

Figure 2 - Annual Revenue Requirements Excluding Indian Hill Underpass

$6,000,000

$5,000,000

$4,000,000

$3,000,000 -

$2,000,000 -

$1,000,000

s

I T T S T g S A S W N S S G S N VO Y SR, W S S U, JN Y
RN BN RN BN AN S i, e L ) BT B R B O R R R P SR AR R IR S BRI
AT A0 AT 0% 407 A A0 A0T 40T A0 AT 40T 40T A0Y 48T A0 497 487 407 497 407 07 497 407 207 487 40T 9T 49T 0

m Operating and Maintenance m Current Planned Capital Projects m Possible Future Capital Projects
m Replacement of Assets m Refunding Reserves
MFSG 2 Village of Winnetka

Agenda Packet P. 164



Question 4 - Bond Maturity

The Council requested that longer termed bonds be considered in the analysis. To address this
guestion, MFSG completed the analysis using 30-year bonds instead of 20-year bonds. Figure 3
presents the annual debt service associated with the use of 20-year and 30-year bonds. The
debt service is based on the assumption that $50 million in bonds are issued, as mentioned
previously.

Figure 3 - Bond Maturity Comparison
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Table 2 shows the total interest paid using 30-year bonds compared to 20-year bonds.

Table 2 - Bond Maturity Comparison

Present Value' Total
Debt Service Interest (30-Year Bonds) $25,024,321 $36,268,025
Debt Service Interest (20-Year Bonds) $18,041,272 $23,660,726
Difference $6,983,049 $12,607,299

1Assuming a 3% discount rate
C. LEVEL OF SERVICE CONSIDERATIONS

The intention of the first Council workshop was to identify the full range of stormwater costs
that the Village may fund at some point in the future. However, for financial planning
purposes, it is necessary to make practical considerations about the level of service and timing
of capital projects. Several of the capital projects discussed in the first workshop are contingent
on the completion of other projects and therefore must be timed appropriately. Other issues
such as the disruptions within the Village due to construction and the ability to manage a
multitude of projects must be considered. As a result, we recommend focusing on the funding

MFSG 3 Village of Winnetka
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requirements for stormwater expenditures and capital projects for the next 3 to 5 years. This
will allow for a more focused analysis of the short term needs while allowing for continued
evaluation of future possible projects. We recommend that the Village focus on funding
stormwater operating and maintenance costs, refunding the General Fund and funding current
planned capital projects (which includes the Willow Road tunnel project and Northwest
Winnetka Greenwood / Forest Glen project). Table 3 presents the annual revenue
requirements included in the recommended level of service.

Table 3 - Recommended Level of Service - Annual Revenue Requirements

2014 2015 2016 2017 2018
Operating Costs
Total Operating Expenses. | 390,000 390,000 390,000 390,000 390,000
Total Operating Expenses. 32,000 45,000 58,000 72,000 86,000
Total Operating Expenses 5422,572 5$435,249 5448,307 5461,756 5$475,609
Projected Debt Service
Current Planned Capital 324220 | 1,634,473 | 2,520,994 | 2,520,994 | 2,520,994
Projects
Refunding General Fund 121,090 486,859 486,859 486,859 486,859
Reserves
Total Capital Expenses $445,310 | $2,121,332 | $3,007,854 | $3,007,854 | 3,007,854
Total SW R
otal SW Revenue $867,882 | $2,556,582 | $3,456,160 | $3,469,610 | $3,483,462
Requirement

“’Operating costs funded by General Fund.
@incremental Operating and Maintenance costs above current General Fund funding.

As noted above, the Village is currently funding approximately $390,000 of stormwater
operating and maintenance expenses from the General Fund. We have assumed that these
costs will continue to be funded from the General Fund. The remaining unfunded revenue
requirements are presented in Table 4.

Table 4 - Unfunded Annual Stormwater Revenue Requirements

2014 2015 2016 2017 2018
Total SW Revenue 867,882 | 2,556,582 | 3,456,160 | 3,469,610 | 3,483,462
Requirements

E;’;rde”t funding from General 390,000 390,000 390,000 390,000 390,000
Unfunded Revenue $477,882 | $2,166,582 | $3,066,160 | $3,079,610 | $3,093,462
Requirements

The following sections of the report discuss how the Village might recover these costs.
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D. STORMWATER FEE BACKGROUND

The management of stormwater within the Village benefits all parcel owners. The proper
handling of stormwater increases property values, reduces damage to property, increases
environmental protection and allows for safe travel in and around the Village. As a result it is
fairly common for stormwater expenditures to be funded from property tax revenues.
However, as stormwater costs continue to increase (sometimes exponentially), it is becoming
increasingly common for communities to implement a stormwater fee to recover some or all of
the costs of providing stormwater service. One of the primary reasons for the implementation
of a stormwater fee is to allow for a more appropriate allocation of expenditures among
property owners. As costs increase, the desire to ensure that costs are equitably distributed to
property owners becomes more pronounced. The implementation of a stormwater fee allows
for cost allocation of operating and maintaining the stormwater system to property owners
based on their stormwater impact.

The Village currently recovers the costs associated with operating and maintaining the
stormwater system from property taxes. Under this approach property owners fund the
stormwater system based on the value of their property, which has very little correlation with
their stormwater impact. Additionally, tax-exempt properties currently do not assist in funding
the stormwater operations but do generate stormwater runoff and benefit from the
infrastructure in place. The following two sections examine the development of a stormwater
fee for the Village.

E. STORMWATER UNIT OF MEASURE

To equitably allocate the cost of providing stormwater services throughout the Village it is
necessary to develop a stormwater impact unit of measure. The unit of measure used to
develop the stormwater fee is often referred to as the rate base. A variety of rate bases are
used by localities that have implemented stormwater fees. The rate bases can be categorized
into three main types: proxy for stormwater (such as water use or zoning), intensity of
development and impervious area. Since the objective for the stormwater fee is to assess the
cost of providing the service based on the property owners impact, rate bases that directly
correlate to stormwater runoff on the property are most commonly used.

The prevailing best practice rate base is impervious area, as it directly correlates with
stormwater runoff and impact on the system. Impervious area has been determined to be the
single most important factor influencing the rate of peak runoff, the total runoff quantity and
transporter of pollutant loadings found in stormwater. Impervious area is defined as any
surface that does not allow for the penetration of water such as driveways, roofs and sidewalks.
Often times when an alternative rate base is selected, it is due to the fact that the impervious
data is not readily available and therefore another proxy is selected. The Village does have
impervious data readily available in its geographic information system (GIS) and therefore the
use of impervious area was selected as the preferred rate base in our analysis.
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Impervious Area Analysis for the Village

Based on the data provided in the Village’s GIS database, the actual impervious area for each
individual parcel within the Village was calculated. Table 5 presents the information calculated
from the GIS database for all of the parcels in the Village including the amount of impervious
area by land use.

Table 5 - Land Use Impervious Area Analysis

Land Use No. of | Gross Area % . Impervious | % of Tc->tal
Parcels (sq ft) Impervious | Area (sqft) | Impervious
Single Family Residential 4,181 62,423,185 29% 17,909,452 79.4%
Multi-Family Residential 125 1,359,654 58% 791,475 3.5%
Commercial 124 820,552 85% 694,349 3.1%
Industrial 5 40,896 97% 39,530 0.2%
Tax Exempt 74 | 23,265,106 13% 3,127,926 13.9%
Total 4,509 | 87,909,393 22,562,732 100%

Table 5 demonstrates that the residential property class contains the most impervious area at
about 18 million square feet. This is not surprising given that the majority of the parcels in the
Village are single family residential. The following figure presents a percentage breakdown of
the impervious area by land use.

Figure 4 - Impervious Area Breakdown

Industrial
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N
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To examine the distribution of impervious area within each of the land uses, the distribution of
impervious on a per parcel basis was reviewed. The distribution for each land use is presented

in the following figures.

Figure 5 - Single Family Residential Parcel Impervious Area Distribution
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Figure 6 - Multi-Family Residential Parcel Impervious Area Distribution
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Figure 7 - Commercial Parcel Impervious Area Distribution
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Figure 8 - Industrial Parcel Impervious Area Distribution
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Figure 9 - Tax-Exempt Parcel Impervious Area Distribution
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A summary of the average impervious area and median impervious area of all parcels, as well as
the largest amount of impervious area associated with a single parcel are shown in in Table 6.

Table 6 - Land Use Impervious Area Summary

Average Impervious | Median Impervious | Largest Single Parcel
Land Use .
(sq ft) (sq ft) Impervious (sq ft)

Single Family Residential 4,414 3,728 32,652
Multi-Family Residential 6,383 2,873 56,094
Commercial 6,091 4,412 31,509
Industrial 7,906 8,231 14,943
Tax Exempt 22,028 6,196 272,038

Impervious Area Analysis Findings
The review of the impervious area within the Village reveals the following:

® The single parcel with the largest impervious area in the Village is located within the
Tax-Exempt land use. This is noteworthy because Tax-Exempt properties currently do
not contribute to funding the Village’s stormwater system.

e Figure 5 demonstrates that there is a fairly even distribution of impervious area by
parcel within the single family residential land use type. The most common impervious
area falls between 2,500 and 3,000 square feet. The average impervious area among
single family residential parcels is 4,461 square feet. However it should be noted that
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while the distribution of impervious area is fairly even, there is a wide range - some
parcels with less than 500 square feet and a significant number of parcels having
impervious area well above 8,500 square feet. If the parcels with over 8,500 square feet
of impervious area are excluded, the average impervious area per parcel is 3,400 square
feet, which is much closer to a national average impervious area for a single family
parcels (approximately 3,000 square feet)’. Approximately 90% of the total single family
residential parcels have less than 8,500 square feet of impervious surface area.

e Examination of the other land use types does not reveal a similar distribution of
impervious area which would be expected based on the significant differences in the
types of development on non-residential parcels.

e As shown in Table 5, commercial parcels have a high percentage of impervious area in
relation to the total parcel area (at 85% impervious), but the commercial properties are
generally small parcels and there are a limited number of these parcels in the Village. As
a result, the use of a stormwater fee will not significantly shift stormwater expenditures
to commercial properties.

Equivalent Runoff Unit

Once the rate base has been established it is common to develop a standard unit of the rate
base often termed an equivalent runoff unit (ERU), also known as an equivalent residential unit.
The number of ERU’s on a parcel multiplied by the stormwater fee results in the stormwater bill
per parcel. The ERU is typically based on the average impervious area for single family
residential parcels. Based on the impervious area findings mentioned above, we recommend
that an ERU of impervious area be established at 3,400 square feet.

It is not uncommon for a locality to simply take the ERU value and apply it to all single family
residential property owners. As a result, all property owners in that class would pay the same
stormwater fee, regardless of impervious area on their property. This approach is often
selected because it is easy to administer. However, due to the large disparity in the amount of
impervious area within the Village’s, single family residential land use, this approach would
result in a significant reduction in the equity of the stormwater fee. For example, under the
average approach, a parcel with 500 square feet of impervious area would be assessed the
same stormwater fee as a parcel with 9,000 square feet of impervious area. Therefore, we
recommend that the Village calculate the ERU’s for all land uses based on actual impervious
area, rounding to the nearest whole ERU. Under this approach, a parcel with 7,000 square feet
of impervious area would be 2 ERU’s (7,000 sq ft / 3,400 sq ft = 2.05). The same calculation
would be used for all land uses resulting in a number of ERU’s per parcel. Table 7 presents the
calculated number of ERU’s by land use under this approach.

! Western Kentucky University Stormwater Utility Survey 2012
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Table 7 - ERUs by Land Use

Land Use Equivale?l:RRJsr;off Units Percentage of Total
Single Family Residential 5,386 79.6%
Multi-Family Residential 237 3.5%
Commercial 211 3.1%
Industrial 11 0.2%
Tax Exempt 925 13.7%
Total 6,769 100.0%

F. STORMWATER FEE STRUCTURE

The establishment of the number of ERU’s in the Village allows for the calculation of the actual
stormwater fee. The most common approach among communities with stormwater fees is to
assess the same stormwater fee per ERU across the entire community. A national stormwater
benchmarking survey completed in 2010% found that 93% of communities with stormwater fees
impose the same fee over the entire community. There are, however, alternative approaches
to structuring the fees which involve dividing up the community based on watershed, drainage
area or some other factor and imposing stormwater fees that vary based on location and
associated level of service provided within each area. While the location based stormwater fee
is not very common, it may result in a more accurate allocation of costs based on the varying
levels of stormwater service provided throughout a service area, particularly when significant
capital expenditures are included in the level of service.

The calculation used to determine the uniform stormwater fee is simply the annual stormwater
revenue requirements divided by the total number of ERU’s in the Village, resulting in a uniform
stormwater fee per ERU. The approach used to calculate the location based stormwater fee is
far more complicated. To develop a location based stormwater fee it is necessary to allocate
each of the stormwater cost categories throughout the stormwater system based on level of
service received and common benefits realized by all parcels. Table 8 presents the approach
used to allocate the cost components.

Table 8 - Stormwater Cost Allocations

Cost Category Allocation
Operating and Maintenance Expenses All Parcels
Capital Projects 50% to All Parcels / 50% to Specific Drainage Area

Refunding of General Fund Reserves - General

Benefit Projects (SW Masterplan, etc) All Parcels

Refunding of General Fund Reserves - Specific

0 o . .
Drainage Area Projects 50% to All Parcels / 50% to Specific Drainage Area

? Stormwater Utility Survey 2010, Black & Veatch
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The approach used to allocate the cost components includes an allocation of common
stormwater costs and 50% of capital projects to all parcels, which establishes a minimum

stormwater fee for all parcels.

The remaining 50% of capital projects are allocated to the

specific drainage area serviced by the capital project. Figure 10 presents the drainage areas

within the Village.

Figure 10 - Village Drainage Areas

%, Attachment 2: Drainage Area Map
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The drainage map is for illustrative purposes only. The Village is still in the process of defining
the actual drainage projects. This will be vitally important should the Village proceed with a
location based stormwater fee. An inventory of the capital projects likely to be allocated to
each drainage area, along with the cost of the project and number of ERUs located in the area is

shown in Table 9.

Table 9 - Drainage Area Projects

Associated Drainage

Capital Project Area ERUs Cost of Project
Tower Road / Foxdale Area: | 527 $1,162,853
Lloyd Park Outlet / Spruce St Area: | 527 $398,786
NW Winnetka / Forest Glen Area: B 382 $4,266,924
Willow Road Tunnel Areas: G,H,J,K,L,M 3,998 $34,369,048
Winnetka Ave Pump Station Areas: G,H,J,L,N 2,509 $750,000
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Table 9 presents the total cost of each of the projects by drainage area, of which 50% is
allocated to all parcels and the remainder of which is allocated to the specific drainage area,
using the location based fee approach. Under the uniform fee approach all of these projects
are allocated to all of the parcels in the Village.

These two approaches were used to develop actual stormwater fees within the Village and are
presented below for comparison.

Uniform Stormwater Fee

The uniform stormwater fee assumes all parcels pay the same stormwater fee per ERU
regardless of location in the Village. As mentioned above, the uniform stormwater fee is
calculated by taking the annual stormwater revenue requirements divided by the total number
of ERU’s. Table 10 presents the uniform stormwater fee assuming that stormwater fees fully
fund the unfunded stormwater revenue requirements presented in Table 4.

Table 10 - 100% Stormwater Fee Funding - Annual Uniform Stormwater Fee per ERU

FY14 FY15 FY16 FY17 FY18
Collected via Stormwater Fees $477,882 | 52,166,582 | 53,066,160 | 53,079,610 | 53,093,462
Annual Stormwater Fee per ERU $70.60 $320.06 $452.95 $454.94 $456.99

Table 10 shows that the stormwater fee would quickly ramp up to around $450 per ERU per by
FY16, at which time it levels off due to the leveling revenue requirements.

The same approach was used to calculate a uniform stormwater fee under a combined funding
approach (50% property taxes and 50% stormwater fees). In other words, the costs shown in
Table 4 are split between property taxes and stormwater fees 50/50. The resulting stormwater
fees and incremental property tax bill is shown in Table 11. It is important to note that the
annual stormwater fee per ERU represents the stormwater bill for a parcel with 1 ERU of
impervious area. Parcels with greater impervious area would pay multiples of an ERU based on
the size of their impervious area. Additionally the tax bill shown in Table 11 is based on a home
with an equalized assessed value (EAV) of $400,000. Lastly, Table 11 calculates the property tax
deduction taken as a result of the increased tax bill. This assumes that the parcel owner has the
ability to deduct property taxes and is not subject to the alternative minimum tax (AMT).
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Table 11 - Combined Funding - Annual Uniform Stormwater Fee per ERU and Incremental

Annual Tax Bill
FY14 FY15 FY16 FY17 FY18
(Csc’é{;jte‘j via Stormwater Fees $238,941 | $1,083,291 | $1,533,080 | $1,539,805 | $1,546,731
(v]
(Csc’é{;jte‘j via Property Taxes $238,941 | $1,083,291 | $1,533,080 | $1,539,805 | $1,546,731
(v]
Annual Stormwater Fee per ERU $35.30 $160.03 $226.48 $227.47 $228.49
Incremental Property Tax Bill* $59.54 $269.93 $382.00 $383.68 $385.41
Tax Deduction® ($22.62) | ($102.57) |  ($145.16) | ($145.80) | ($146.45)
Resulting Total Tax Bill After $36.91 $167.36 $236.84 $237.88 | $238.95

Deduction

‘Assumes a single family home with annual tax bill of $27,000.
’Assumes an individual filing with income of 5275,000, Federal tax bracket of 33% plus IL State income tax of 5%.

Table 11 demonstrates a lower stormwater fee due to the additional funding from property
taxes which would fund 50% of the unfunded stormwater revenue requirements.

Location Based Stormwater Fee

Table 12 presents the location based stormwater fee assuming full stormwater fee funding
(funding all unfunded revenue requirements shown in Table 4 from the stormwater fee).

Table 12 - 100% Stormwater Fee Funding - Annual Location Based Stormwater Fee per ERU

FY14 FY15 FY16 FY17 FY18
Collected via Stormwater Fees 5477,882 | 52,166,582 | 53,066,160 | 53,079,610 | 53,093,462
Areas: A,C,D,E,F,0 (Minimum) $38.26 $165.61 $233.02 $235.00 $237.05
Area: B (Minimum + NW
Winnetka) $137.53 $564.73 $632.14 $634.12 $636.17
Areas: N (Minimum + Pump $40.91 |  $176.28 $243.60 | $245.68 | $247.72
Station)
Area: | (Minimum + Tower
Road/Foxdale + Lloyd Park) $64.58 $271.42 $338.83 $340.82 $342.86
Areas: G,H,J,L (Minimum + Pump
Station + Tunnel) $81.05 $379.04 $557.32 $559.31 $561.36
Areas: K,M (Minimum + Tunnel) $78.40 $368.37 $546.65 $548.64 $550.68

Table 12 demonstrates a wide variation in stormwater fees per ERU under the location based
approach depending on which drainage area the parcel is located. The highest fees would be in
Area B, which includes the minimum plus the costs of the NW Winnetka / Forest Glen project.
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The reason for the high fee in this area is the relatively high cost of the capital project and the
limited number of ERUs in the area (only 382).

The same analysis was completed assuming the use of combined funding (50% property taxes
and 50% stormwater fees). The stormwater fees and property tax bill under this approach are

shown in Table 13.

Table 13 - Combined Funding - Annual Location Based Stormwater Fee per ERU and Incremental

Annual Tax Bill
FY14 FY15 FY16 FY17 FY18

Collected via Stormwater Fees 5477,882 | 52,166,582 | 53,066,160 | 53,079,610 | 53,093,462
Areas: A,C,D,E,F,0 (Minimum) $19.13 $82.80 $116.51 $117.50 $118.53
Area: B (Minimum + NW
Winnetka) $68.76 $282.36 $316.07 $317.06 $318.09
Areas: N (Minimum + Pump $20.46 $88.14 $121.85 | $122.84 | $123.86
Station)
Area: | (Minimum + Tower
Road/Foxdale + Lloyd Park) $32.29 $135.71 $169.41 $170.41 $171.43
Areas: G,H,J,L (Minimum + Pump
Station + Tunnel) $40.53 $189.52 $278.66 $279.66 $280.68
Areas: K,M (Minimum + Tunnel) $39.20 $184.18 $273.32 $274.32 $275.34
Incremental Property Tax Bill* $59.54 $269.93 $382.00 $383.68 $385.41
Tax Deduction? (522.62) (5102.57) (5145.16) ($145.80) | (S146.45)
Resulting Total After Deduction $36.91 $167.36 $236.84 $237.88 $238.95

TAssumes a single family home with annual tax bill of $27,000.
Assumes an individual filing with income of 275,000, Federal tax bracket of 33% plus IL State income tax of 5%.

Stormwater Fee Observations

Based on the analysis and development of the stormwater fees the following observations are

provided.

e Regardless of the approach that is used to calculate the stormwater fees, the
magnitude of the stormwater fees calculated in our analysis are significantly higher
than those currently implemented in the State of lllinois or elsewhere around the

country.

e The primary reason for the high stormwater fee is due to the size of the capital projects
contemplated by the Village and the number of ERUs from which these costs would be
recovered. Other communities have completed stormwater capital projects of similar
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magnitude considered by the Village but typically have a much larger service area
resulting in significantly more ERUs.

® As mentioned previously, the use of a uniform stormwater fee is by far the most
common approach for calculating and implementing stormwater fees. A uniform
stormwater fee significantly reduces the complexity of the fee as well as the
administration of the fee. Any increased equity as the result of a location based fee is
typically overshadowed by the complexity and administrative burden.

G. PROPERTY TAX APPROACH

The stormwater fee calculations in the previous section demonstrated the annual property tax
bill if 50% of costs are collected through property taxes. This section examines the use of only
property taxes to fund stormwater expenditures. Under this approach the Village would not
implement a stormwater utility or stormwater fee and would continue to fund stormwater
expenditures through property taxes. Table 14 shows the incremental tax rate and the impact
on a property owner’s property tax bill using this approach.

Table 14 - 100% Property Tax Funding - Incremental Annual Property Tax Bill

FY14 FY15 FY16 FY17 FY18
Collected via Property Taxes 5477,882 | 52,166,582 | 53,066,160 | 53,079,610 | 53,093,462
Tax Rate per $100 assessed value $0.0298 $0.1350 $0.1910 $0.1918 $0.1927
Incremental Property Tax Bill* $119.08 $539.86 $764.01 $767.36 $770.81
Tax Deduction? ($45.25) (5205.15) (5290.32) (5291.60) | ($292.91)
Resulting Total After Deduction $73.83 $334.71 $473.69 $475.76 $477.90

"Assumes a single family home with annual tax bill of $27,000.
Assumes an individual filing with income of 5275,000, Federal tax bracket of 33% plus IL State income tax of 5%.

It is important to note that the incremental property tax bill shown in Table 14 is for a sample
property. The property tax bill will vary significantly depending on the equalized assessed value
of each property. For example, a parcel with a high assessed value but with limited impervious
area, would pay significantly more under the property tax approach. Also as previously
mentioned, the deductibility of the incremental property tax bill will depend on the individual
parcel owner’s specific income.

Land Use Revenue Comparison
As demonstrated in the previous sections, the use of stormwater fees or property taxes to

generate revenues to fund stormwater expenditures will have varying impacts on each type of
parcel within the Village. Specific land uses will be required to fund a greater or lesser share of
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the cost of stormwater depending on the approach used. Table 15 presents the percentage of
revenues generated by land use type under each approach.

Table 15 - Land Use Revenue Comparison

Percentage of Revenue Collected
Land Use
Stormwater Fee Property Taxes
Residential 82.9% 95.2%
Commercial 3.1% 4.4%
Industrial 0.2% 0.4%
Tax-Exempt 13.9% 0.0%

Table 15 reveals that the use of a stormwater fee would redistribute costs from residential,
commercial and industrial land uses to tax-exempt properties. This result is not surprising given
the fact that these properties would not contribute to stormwater funding when using property
taxes even though they have impervious area which contributes runoff to the stormwater

system and benefit from the existing stormwater infrastructure.

Village of Winnetka
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H. PARCEL OWNER IMPACTS

This section of the report demonstrates the impact on actual parcels within the Village under
each of the various approaches to funding stormwater expenditures. The following tables
present the impact on three single family residential parcels, two commercial parcels and two
tax-exempt parcels. It is important to note that the tables show comparisons of total
stormwater bills based on each approach. The Figure 10 Drainage Area Map, on page 12, can
be referenced to see where each parcel is located within the Village.

Table 16 - Single Family Residential Parcel #1

Impervious Area EAV Drainage Area ERUs
3,000 sq ft $325,000 C 1

Bill Comparison FY14 FY15 FY16 FY17 FY18
Uniform 100% SW Fee Bill $71 $320 $453 $455 $457
Location 100% SW Fee Bill $38 $166 $233 $235 $237
100% Property Taxes (Tax Bill) $97 $438 $620 $623 $625
Tax Deduction ($37) (5166) (5236) (5237) (5238)
Tax Bill After Deduction $60 $272 $384 $386 $388
Uniform 50% SW Fee S35 $160 $226 $227 $228
50% Property Taxes (Tax Bill) S48 $219 $310 $311 $313
Tax Deduction (518) (583) (5118) (5118) (5119)
Tax Bill After Deduction $S30 S136 $192 $193 $194
Total SW Bill (50% / 50%) $65 $296 $419 $420 $422
Location Based 50% SW Fee $19 $83 S117 $118 $119
50% Property Taxes (Tax Bill) S48 $219 $310 $311 $313
Tax Deduction (518) (583) (5118) (5118) (5119)
Tax Bill After Deduction $30 $136 $192 $193 $194
Total SW Bill (50% / 50%) $49 $219 $309 $310 $312
MFSG 18 Village of Winnetka
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Table 17 - Single Family Residential Parcel #2

Impervious Area EAV Drainage Area ERUs
5,330 sq ft $464,000 M 2

Bill Comparison FY14 FY15 FY16 FY17 FY18
Uniform 100% SW Fee Bill $141 $640 $906 $910 $914
Location 100% SW Fee Bill $157 $737 $1,093 $1,097 $1,101
100% Property Taxes (Tax Bill) $138 $626 $886 $889 $893
Tax Deduction ($52) (5238) ($337) ($338) ($340)
Tax Bill After Deduction $86 $388 $549 $551 $554
Uniform 50% SW Fee S71 $320 $453 $455 S457
50% Property Taxes (Tax Bill) $69 $313 S443 S445 S447
Tax Deduction (526) (5119) (5168) (5169) (5170)
Tax Bill After Deduction $43 $194 $275 $276 $277
Total SW Bill (50% / 50%) $113 $514 $727 $731 $734
Location Based 50% SW Fee S78 $368 S547 $549 $551
50% Property Taxes (Tax Bill) $69 $313 S443 S445 S447
Tax Deduction (526) (5119) (5168) (5169) (s170)
Tax Bill After Deduction $43 $194 $275 $276 $277
Total SW Bill (50% / 50%) $121 $562 $821 $824 $828

Table 18 - Single Family Residential Parcel #3
Impervious Area EAV Drainage Area ERU
8,600 sq ft $656,000 L 3

Bill Comparison FY14 FY15 FY16 FY17 FY18
Uniform 100% SW Fee Bill $212 $960 $1,359 $1,365 $1,371
Location 100% SW Fee Bill $255 $1,195 $1,762 $1,768 $1,774
100% Property Taxes (Tax Bill) $195 5886 $1,253 $1,259 $1,265
Tax Deduction (574) (5337) (5476) (5478) (5481)
Tax Bill After Deduction $121 $549 $777 $781 $784
Uniform 50% SW Fee Bill $106 $480 S679 $682 $685
50% Property Taxes (Tax Bill) $98 $443 $627 $629 $632
Tax Deduction ($37) (5168) (5238) (5239) (5240)
Tax Bill After Deduction S61 $275 $389 $390 $392
Total SW Bill (50% / 50%) $166 $755 $1,068 $1,073 $1,077
Location Based 50% SW Fee Bill $127 $598 $881 $884 $887
50% Property Taxes (Tax Bill) $98 $443 $627 $629 $632
Tax Deduction (537) (5168) (5238) (5239) (5240)
Tax Bill After Deduction S61 $275 $389 $390 $392
Total SW Bill (50% / 50%) $188 $872 $1,270 $1,274 $1,279
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Table 19 - Commercial Parcel #1

Impervious Area EAV Drainage Area ERU
6,800 sq ft $823,000 C 2

Bill Comparison FY14 FY15 FY16 FY17 FY18
Uniform 100% SW Fee Bill $141 $640 $906 $910 $914
Location 100% SW Fee Bill $77 $331 $466 $470 $474
100% Property Taxes (Tax Bill) $245 $1,111 $1,572 $1,579 $1,586
Uniform 50% SW Fee Bill S71 $320 $453 $455 $457
50% Property Taxes (Tax Bill) $123 $556 $786 $790 $793
Total SW Bill (50% / 50%) $193 $876 $1,239 $1,245 $1,250
Location Based 50% SW Fee Bill $38 $166 $233 $235 $237
50% Property Taxes (Tax Bill) $123 $556 $786 $790 $793
Total SW Bill (50% / 50%) $161 $721 $1,019 $1,025 $1,030

Table 20 - Commercial Parcel #2
Impervious Area EAV Drainage Area ERU
2,900 sq ft $218,000 (0] 1

Bill Comparison FY14 FY15 FY16 FY17 FY18
Uniform 100% SW Fee Bill $71 $320 $453 $455 $457
Location 100% SW Fee Bill $38 $166 $233 $235 $237
100% Property Taxes (Tax Bill) $65 $295 $417 $419 $421
Uniform 50% SW Fee Bill S35 $160 $226 $227 $228
50% Property Taxes (Tax Bill) $33 $147 $209 $209 $210
Total SW Bill (50% / 50%) $68 $307 $435 $437 $439
Location Based 50% SW Fee Bill S19 $83 $117 $118 $119
50% Property Taxes (Tax Bill) S33 S147 $209 $209 $210
Total SW Bill (50% / 50%) $52 $230 $325 $327 $329
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Table 21 - Tax-Exempt Parcel #1

Impervious Area EAV Drainage Area ERU
200,000 sq ft S- J 59

Bill Comparison FY14 FY15 FY16 FY17 FY18
Uniform 100% SW Fee Bill $4,165 $18,884 $26,724 $26,842 $26,962
Location 100% SW Fee Bill $5,009 $23,509 $34,653 $34,770 $34,891
100% Property Taxes (Tax Bill) - - - - -
Uniform 50% SW Fee Bill $2,083 $9,442 $13,362 $13,421 $13,481
50% Property Taxes (Tax Bill) - - - - -
Total SW Bill (50% / 50%) $2,083 $9,442 $13,362 $13,421 $13,481
Location Based 50% SW Fee Bill $2,504 $11,754 $17,327 $17,385 $17,446
50% Property Taxes (Tax Bill) - - - - -
Total SW Bill (50% / 50%) $2,504 $11,754 $17,327 $17,385 $17,446

Table 22 - Tax-Exempt Parcel #2
Impervious Area EVA Drainage Area ERU
40,600 sq ft $- M 12

Bill Comparison FY14 FY15 FY16 FY17 FY18
Uniform 100% SW Fee Bill $847 $3,841 $5,435 $5,459 $5,484
Location 100% SW Fee Bill $941 $4,420 $6,560 $6,584 $6,608
100% Property Taxes (Tax Bill) - - - - -
Uniform 50% SW Fee Bill $424 $1,920 $2,718 $2,730 $2,742
50% Property Taxes (Tax Bill) - - - - -
Total SW Bill (50% / 50%) $424 $1,920 $2,718 $2,730 $2,742
Location Based 50% SW Fee Bill $470 $2,210 $3,280 $3,292 $3,304
50% Property Taxes (Tax Bill) - - - - -
Total SW Bill (50% / 50%) $470 $2,210 $3,280 $3,292 $3,304

The tables show that impacts to actual parcels within the Village will vary significantly

depending on the amount of impervious area, location and assessed value.

As would be

expected, parcels with a significant amount of impervious area will experience the most
significant impact under the stormwater fee approach and conversely parcels with high
assessed values will experience the most significant impact under the property tax approach.

MFSG
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I. STORMWATER POLICY ISSUE CONSIDERATIONS

There are a number of ways to fund stormwater expenditures, all of which will have varying
impacts on parcels within the Village depending how the costs are recovered and the specific
attributes of the parcel. The key policy issues that require consideration by the Village are
summarized below.

Policy Issue #1 - What level of stormwater service should the Village provide?

As mentioned previously in this report, we recommend that the Village focus on funding
stormwater expenditures over the next three to five years. This would include funding of the
incremental cost of operating and maintaining the stormwater system (above the current
funding from the General Fund), refunding the General Fund reserves used to fund stormwater
projects and the funding of the Willow Road Tunnel and the Northwest Winnetka Greenwood /
Forest Glen project. The total cost of refunding the General Fund and these capital projects will
total $41.1 million.

Policy Issue #2 - How should the level of service be funded?

The Village has the option to fund stormwater expenditures completely from property taxes,
completely from stormwater fees or any combination of the two (50% / 50% was provided in
this report to demonstrate the combination funding). The use of property taxes would be
consistent with the Village’s historical practices for funding stormwater expenditures.
However, using this approach would allocate costs to property owners based on the value of
their property which has limited, if any, correlation to their stormwater runoff contribution.
Given the magnitude of the stormwater capital expenditures facing the Village, we believe that
the equitable allocation of costs will be of significant importance and as a result we would
recommend that the Village recover the majority of the stormwater expenditures through a
stormwater fee.

Policy Issue #3 - What rate base should be used to measure stormwater contribution?

Should the Village decide to recover some or all of the stormwater expenditures using a
stormwater fee, the rate base for the fee will need to be determined. We recommend that the
Village use actual measured impervious area as the rate base for the fee. The impervious area
for each parcel in the Village is readily available and has been determined to be the single most
important factor influencing the rate of peak runoff and the total runoff quantity.

Policy Issue #4 - How should the stormwater fee be structured?

This report developed two stormwater fee structures that could be implemented by the Village
including a uniform fee structure and a location based fee structure. The uniform fee structure
would charge all parcels the same fee per ERU regardless of location within the Village. The
location based fee structure would charge parcels a stormwater fee per ERU based on the
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specific location of the parcel within the Village. The most common approach is to use a
uniform fee. The administrative complexity of a location based stormwater fee is often a major
deterrent to that approach. However, a location based approach may result in increased equity
of the stormwater fee. Several potential issues related to the location based structure would
need to be addressed including:

® How to assess a stormwater fee to parcels that straddle a drainage area boundary.
e How to manage the complexity associated with having multiple stormwater fees,
particularly as expenditures change (such as the addition of possible future drainage

area projects).

® How to address customer appeals regarding location within drainage area and actual
stormwater contribution.

While the location based stormwater fee approach may provide a greater level of equity these
policy issues and other factors must be carefully considered by the Village.
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Policy Issue Summary

Issue 3: What Rate Base Should Be Used?
- or Other Proxy

Issue 4: How Should the Fee Be Structured?
- or Location Based
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Level of Service / Stormwater Funding




Stormwater Operating Expenses

2014 2015 2016
Public Works
¢ yvork $103,000 | $106,000 | $109,000 | $112,000| $116,000| $119,000
Administration
Training $2.000 $2.000 $2.000 $2.000 $2.000 $2.000
Engineering $35,000 | $36,000| $37,000| $39,000 $40,000 |  $41,000
Drainage $270000 | $278,000 | $287,000| $295000| $304,000| $313,000
Operations
Total $410,000 | $422,000 | $435,000 | $448,000| $462,000| $476,000

= Forecast assumes operating costs increase annually at 3% due to inflation
= Continue to fund in General Fund

5
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Capital Projects - Current Planned

Project 20131 20140 201502 201602 Total

Winnetka Avenue Pump Station $750,000 $750,000
Tower Road / Foxdale $1,050,000 $1,050,000
Lloyd Park / Spruce Street $364,000 $364,000
Northwest Winnetka Greenwood / 44,040,000 $4,040,000
Forest Glen
Willow Road Tunnel $800,000 $800,000 $16,900,000 | $16,000,000 $34,500,000
Stormwater Master Plan $70,000 $70,000
Elm St. Storm Sewer Outfall $250,000 $250,000
Replacement

Total $7,324,000 $800,000 | $16,900,000 | $16,000,000 $41,024,000

(1) Funded with General Fund reserves

(2) Funded with debt

6
e

Agenda Packet P. 191



Capital Project - Financing
I

Bond Issue Bond Issue Interest
Amount (1) Rate
2014 Bonds $17,965,500 2014 3.5%
2015 Bonds $16,240,000 2015 4.0%
Total $34,205,500

(1) Includes 1.5% for bond issuances costs

Projected Debt Service Payments 2014 2015 2016 2017 2018

20 year Bonds (Principal & Interest) | $314,396 |$1,588,872 | $2,459,040 |$2,459,040 | $2,459,040

30 year Bonds (Principal & Interest) | $314,396 |$1,301,608 | $1,915,969 (51,915,969 | $1,915,969

7
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Level of Service Funding - 20 Year Bonds
1

20 year Bond Maturity 2014 2015 2016 2017 2018

Stormwater Expenses
Operating Costs 422,572 435,249 448,307 461,756 475,609
Projected Debt Service (20 year bonds) 314,396 | 1,588,872 2,459,040 2,459,040 | 2,459,040

Revenues

Current General Fund Revenues() 422,572 | 435,249 448,307 461,756 475,609

Additional Funds Available within
General Fund(

200,000 [ 700,000 700,000 700,000 700,000

Unfunded Stormwater Revenue

Requirements $114,396 | $888,872 | $1,759,040 | $1,759,040 | $1,759,040

(1) Operating costs are funded through the General Fund.
(2) Funds available due to retirement of debt ($500k in FY15) and reallocation of street repair funds
(S200k in FY14).

8
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Level of Service Funding - 30 Year Bonds
1

30 year Bond Maturity 2014 2015 2016 2017 2018

Stormwater Expenses
Operating Costs 422,572 435,249 448,307 461,756 475,609
Projected Debt Service (30year bonds) 314,396 | 1,301,608 1,915,969 1,915,969 | 1,915,969

Revenues

Current General Fund Revenues(l) 422,572 | 435,249 448,307 461,756 475,609

Additional Funds Available within
General Fund(

200,000 [ 700,000 700,000 700,000 700,000

Unfunded Stormwater Revenue

Requirements $114,396 | $601,608 | $1,215,969 | $1,215,969 | $1,215,969

(1) Operating costs are funded through the General Fund.
(2) Funds available due to retirement of debt ($500k in FY15) and reallocation of street repair funds
(S200k in FY14).
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Stormwater Funding Scenarios

100% Stormwater Fee Funding 2016 2017 2018

Revenue Requirements

(20 year Bonds) $114,396 | $888,872 | $1,759,040 [$1,759,040 |$1,759,040

Revenue Requirements

(30 year Bonds) $114,396 | $601,608 | $1,215,969 |$1,215,969 |$1,215,969

50% Stormwater Fee Funding

Revenue Requirements

(20 year Bonds) $57,198 | $444,436 | $879,520 | $879,520 | $879,520

Revenue Requirements

(30 year Bonds) $57,198 $300,804 $607,985 | $607,985 | $607,985

50% Property Tax Funding

Revenue Requirements

(20 year Bonds) $57,198 | $444,436 | $879,520 | $879,520 | $879,520

Revenue Requirements

(30 year Bonds) $57,198 | $300,804 | $607,985| $607,985 | $607,985
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Stormwater Fees




Stormwater Fee Approach
I

Level of Service

Key Consideration:
What Should the Village Fund?

Stormwater Fee

Key Consideration:
How Should the Stormwater
Rate Base Fee be Structured?

Key Consideration:
What Unit of Measure is Used
to Account for Stormwater
Contribution?

12
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Recommended Equivalent Runoff Unit (ERU)
1

Average Single Family Impervious Area = 1 Equivalent Runoff Unit (ERU)

= 3,400 square feet

13
.

Agenda Packet P. 198



ERU’s by Use Category
1

Land Use ERUs (rounded to 10th)
Single Family Residential 5,270.2
Multi-Family Residential 233.2
Commercial 204.3
Industrial 11.6
Tax Exempt 919.6
Total ERU’s 6,638.9

14

Agenda Packet P. 199



Alternative Methods — ID Approach
I

0 Intensity of Development (ID) - A rate is selected based on ratio
of impervious area to pervious area. Rate times area of entire
parcel results in stormwater bill. Provides benefit for having
more pervious area in comparison to impervious.

0 Approach has not been used in lllinois

Example ID Table

Category (Impervious percentage range) Annual Rate per 1,000 square fee of total
property size
Vacant (0%) $0.50
Light Development (1% to 20%) $1.50
Moderate Development (21% to 40%) $2.00
Heavy Development (41% to 70%) $3.00
Intense Development (71% to 100%) $4.00
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Alternative Methods — ID Approach
I

0 Disadvantages:

Lack of direct correlation between stormwater bill and stormwater
discharge

Difficult to determine and justify rates in sliding scale

Limited benefits to reducing impervious area

Difficult for public to understand basis for stormwater bill

16
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Alternative Methods — EHA Approach
I

0 Equivalent Hydraulic Acreage (EHA) - Impervious area times a
runoff coefficient (typically 0.85 to 0.95) plus pervious area
times runoff coefficient (typically 0.10 to 0.15) results in
number of EHA’s on property (similar to ERU’s). EHA times
stormwater fee results in stormwater bill.

0 EHA approach is currently used by the City of Moline

17
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Alternative Methods — EHA Approach
I

0 Disadvantages:

= Shift of costs to parcels with significant amounts of pervious area and
resulting equity associated with the shift

= Requirements to manage pervious and impervious area on each parcel
» Limited benefits to reducing impervious area

= Difficult for public to understand basis

We recommend the Village use the ERU approach based on disadvantages
associated with using the ID and EHA methods.

18
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Stormwater Fee Approach
I

Level of Service

Key Consideration:
What Does the Village Fund?
Stormwater Fee

Key Consideration:
How should the stormwater

fee be structured?
Rate Base

Key Consideration:
What Unit of Measure is Used

to Evaluate Stormwater
Contribution?

19
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100% Stormwater Fee Funding -

Annual Stormwater Fee per ERU
I

20 - Year Bonds FY 15 FY 16 FY 17 FY 18

Collected via Stormwater Fees $114,396 $888,872 | $1,759,040 | $1,759,040 | S$1,759,040

Annual Stormwater Fee per

ERU* $17.23 $133.89 $264.96 $264.96 $264.96

30 - Year Bonds

Collected via Stormwater Fees S$114,396 $601,608 | $1,215,969 | $1,215,969 | S$1,215,969

Annual Stormwater Fee per

ERU* $17.23 $90.62 $183.16 $183.16 $183.16

*Based on 6,638.9 ERU’s as shown on slide 14.
20
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T
Combined Funding — Annual Stormwater Fee per ERU

and Incremental Annual Tax Bill (20-Year Bonds)
1

20 - Year Bonds FY 14 FY 15 FY 16 FY 17 FY 18
Collected via Stormwater Fee (50%) $57,198 S444,436 $879,520 $879,520 $879,520
Collected via Tax Bill (50%) $57,198 S444,436 $879,520 $879,520 $879,520
Stormwater Fee Per ERU (1) $8.62 $66.94 $132.48 $132.48 $132.48
Incremental Property Tax Bill () $14.25 $110.74 $219.15 $219.15 $219.15
Tax Deduction ) (55.42) (542.08) (583.28) (583.28) (583.28)
Resulting Total After Deduction $8.84 $68.66 $135.88 $135.88 $135.88

(1) Assumes home with 3,400 sq ft of impervious area

(2) Assumes home with equalized assessed value (EAV) of $400,000
(3) Assumes household with income of $275,000 (33% federal tax bracket plus 5% state)
and that individual is not subject to Alternative Minimum Tax (AMT)
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T
Combined Funding — Annual Stormwater Fee per ERU

and Incremental Annual Tax Bill (30-Year Bonds)
1

30 - Year Bonds FY 14 FY 15 FY 16 FY 17 FY 18
Collected via Stormwater Fee (50%) $57,198 $300,804 $607,985 $607,985 $607,985
Collected via Tax Bill (50%) $57,198 $300,804 $607,985 $607,985 $607,985
Stormwater Fee Per ERU (V) $8.62 $45.31 $91.58 $91.58 $91.58
Incremental Property Tax Bill () $14.25 $74.95 $151.49 $151.49 $151.49
Tax Deduction ) (55.42) (528.48) (557.57) (557.57) (557.57)
Resulting Total After Deduction $8.84 $46.47 $93.93 $93.93 $93.93

(1) Assumes home with 3,400 sq ft of impervious area

(2) Assumes home with equalized assessed value (EAV) of $400,000
(3) Assumes individual filing with income of $275,000 (33% federal tax bracket plus 5% state)
and that individual is not subject to Alternative Minimum Tax (AMT)
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Property Owner Impact
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Single Family Residential Parcel #1

Impervious Area EAV

3,000 sq ft $325,000 0.9

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18
100% SW Fee (20-year bonds) S16 S121 $238 $238 $238
100% SW Fee (30-year bonds) S16 $82 $165 $165 $165
50% SW Fee (20-year bonds) S8 S60 5119 5119 $119
50% Property Taxes!) (20-year bonds) S7 $56 $110 $110 $110
50% SW Fee (30-year bonds) S8 S41 $82 $82 $82
50% Property Taxes(!) (30-year bonds) S7 $38 $76 $76 $76

(1) After tax deduction: assumes individual filing with income of $275,000 (33% federal tax bracket

plus 5% state) and that individual is not subject to Alternative Minimum Tax (AMT) ”
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Single Family Residential Parcel #2

Impervious Area EAV

5,330 sq ft $464,000 1.6

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18
100% SW Fee (20-year bonds) $28 S214 S424 S424 S424
100% SW Fee (30-year bonds) $28 $145 $293 $293 $293
50% SW Fee (20-year bonds) 514 $107 $212 $212 $212
50% Property Taxes!) (20-year bonds) $10 $80 $157 $157 $157
50% SW Fee (30-year bonds) S14 §72 $147 $147 $147
50% Property Taxes(!) (30-year bonds) $10 $54 $109 $109 $109

(1) After tax deduction: assumes individual filing with income of $275,000 (33% federal tax bracket

plus 5% state) and that individual is not subject to Alternative Minimum Tax (AMT) -
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Single Family Residential Parcel #3

Impervious Area EAV

8,600 sq ft $656,000 2.5

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18
100% SW Fee (20-year bonds) S43 $335 $662 $662 $662
100% SW Fee (30-year bonds) S43 $227 S458 S458 S458
50% SW Fee (20-year bonds) S22 S167 S331 S331 S331
50% Property Taxes!) (20-year bonds) $14 $113 $223 $223 $223
50% SW Fee (30-year bonds) §22 $113 $229 $229 $229
50% Property Taxes(!) (30-year bonds) $14 $76 $154 $154 $154

(1) After tax deduction: assumes individual filing with income of $275,000 (33% federal tax bracket
plus 5% state) and that individual is not subject to Alternative Minimum Tax (AMT) 26
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Commercial Parcel #1

Impervious Area

6,800 sq ft $823,000 2

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18
100% SW Fee (20-year bonds) S34 $268 $530 $530 $530
100% SW Fee (30-year bonds) $34 5181 $366 $366 $366
50% SW Fee (20-year bonds) S17 $134 $265 $265 $265
50% Property Taxes (20-year bonds) $29 5228 $451 S451 S451
50% SW Fee (30-year bonds) S17 S91 $183 $183 $183
50% Property Taxes (30-year bonds) $29 $154 $312 $312 $312
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Commercial Parcel #2

Impervious Area

2,900 sq ft

$218,000

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18
100% SW Fee (20-year bonds) $16 5121 $238 $238 $238
100% SW Fee (30-year bonds) S16 $82 5165 5165 5165
50% SW Fee (20-year bonds) S8 S60 $119 $119 5119
50% Property Taxes (20-year bonds) S8 $60 $120 $120 $120
50% SW Fee (30-year bonds) S8 S41 $82 $82 $82
50% Property Taxes (30-year bonds) S8 S41 $83 $83 $83

28
e

Agenda Packet P. 213



Tax-Exempt Parcel #1

Impervious Area

200,000 sq ft

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18
100% SW Fee (20-year bonds) $1,013 S$7,873 | S15,580 | $15,580 | $15,580
100% SW Fee (30-year bonds) S$1,013 S5,328 | S10,770 | S10,770 | $10,770
50% SW Fee (20-year bonds) S507 $3,936 $7,790 S$7,790 | $7,790
50% Property Taxes (20-year bonds) - - - - -
50% SW Fee (30-year bonds) S507 S2,664 S5,385 S5,385 $5,385

50% Property Taxes (30-year bonds)

29
e

Agenda Packet P. 214



Tax-Exempt Parcel #2

Impervious Area

40,600 sq ft S- 11.9

Bill Comparison FY 14 FY 15 FY 16 FY 17 FY 18
100% SW Fee (20-year bonds) $205 $1,593 $3,153 $3,153 $3,153
100% SW Fee (30-year bonds) $205 $1,078 $2,180 $2,180 $2,180
50% SW Fee (20-year bonds) $103 $797 $1,577 §1,577 | S1,577

50% Property Taxes (20-year bonds) - - - - B}

50% SW Fee (30-year bonds) $103 $539 $1,090 $1,090 $1,090

50% Property Taxes (30-year bonds) - - - - -
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Credits and Incentives
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Credits
I

Q Stormwater fee credit is a reduction in the fee charged to a

qualifying property in return for on-site qualifying stormwater
management.

Q Credit is recognition that on-site stormwater management may
reduce the Village’s stormwater expenditures.

Q Credits encourage property owners to proactively manage their
stormwater impact.
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Credit Program Structure
I

O Whois eligible to receive a stormwater fee credits? All parcel owners
or only non-residential?

O What stormwater management control facilities / activities qualify
for credits?

AQ Do properties that meet local standards get credit(s), or only
properties that exceed standards?

O How much of a fee reduction is offered with each control activity?

Q Is there a maximum credit that is offered?
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Control Activity Examples
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Example Credit Program
I

Control
Activities

Examples Range of Credits

Peak Rate Reduction Detention Basin Up to 10%

Retention Basin, Rainwater

1 ()
Volume Reduction Harvesting, Green Roof Up to 10%
, Rain Garden, Permeable o
Water Quality Control Pavement, BMPs Up to 5%
Direct Discharge Discharge Outside Village System Up to 25%

Dollar value per student

Education K-12 Education Program
taught per year

Typically only available for non-residential parcels

Program limits maximum credit to 25%

Credits offered for stormwater controls that exceed local standards
Credit application required -Typical application fee ($50 - $200)
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Incentives
I

O Incentives are one-time reimbursements/rebates for the
installation of stormwater controls.

Q Typically offered when credits are not available to residential
properties.

O Goal is to encourage participation in stormwater management
within the Village.

36
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Typical Incentive Program
I

Control Activity Incentive Amount Requirements Mamm_u m
Incentive
Rain Barrels S1 per ga!lon of Minimum of 50 $50
capacity gallons
Rain Gardens S5 per square feet of Minimum of 100 $1 000
garden square foot of garden
Other Facilities 30% of cost of
(Green roofs, mater'lals, $1.200
permeable pavement, construction and
cistern) installation

= Available for all property owners (excluding those that receive credits)
= First come, first service basis with annual budget for incentives
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Implementation Considerations
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Administration
I

Q How should the stormwater fee be billed?
= On utility “water” bill, property tax bill or separate bill?

d Management of the stormwater fee database

= How will the stormwater fee database be managed to account
for changes in impervious area?

aQ How will the Village handle property owner appeals?
=  Who can appeal the stormwater bill?
=  What s the process to initiate an appeal?
=  What corrective actions should be taken if appeal is valid?
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Recommendations
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Stormwater Utility Feasibility
I

A stormwater utility is a feasible option for the Village to
fund at least a portion its stormwater expenditures.
Q A stormwater utility and fee will provide:

= |mproved Equity

= Fiscal Accountability

= Dependable Revenue Stream

= |ncreased Public Awareness

41
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Recommendation: Level of Service and Funding
- 1

The Village should provide a level of service that will fund
the operations and maintenance of the stormwater system
and the current planned capital.

O To fund the level of service the Village should:

= Utilize existing General Fund revenues to assist in funding a
portion of the level of service.

= Consider using 30-year debt to fund the capital projects.

= Fund all unfunded revenue requirements with stormwater fees.

42
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.
Recommendation: Fee Structure

The Village should implement a uniform stormwater fee
for all parcels in the Village.

Q The stormwater fee should be:
= Based on each parcels actual impervious area

= Calculated on number of ERUs based on multiples of 3,400 square
fee of impervious area

= Be phased in over time based on revenue needs
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Agenda Packet P. 228



Recommendation: Magnitude of Fee
I

The magnitude of the fee to be considered by the Village
(subject to changes in capital costs and credit program)

30 - Year Bonds FY 15 FY 16 FY 17
Stormwater Fee Revenues $114,396 $601,608 | $1,215,969 | $1,215969 | $1,215,969
‘:R“l']”a' Stormwater Fee per $17.23 $90.62 | $183.16| $183.16 $183.16
;o *
Bi-Monthly* Stormwater Fee $2.87 $15.10 $30.53 $30.53 $30.53

per ERU

*Consistent with Village current utility billing cycle

44
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Questions / Discussion
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Stormwater Spending Totals

Workshop #2
Full Spending Capital Projects (1)
Debt Service (Principal) $34,323,157 $50,735,635
Debt Service (Interest) (2) $18,041,272 $23,660,726
Total $52,364,429 $74,396,361

(1) Assumes all capital projects funded totaling 548.2 million plus 1.5% for bond issuance costs
(2) 20 year bond maturity within 30 year period
(3) Assuming a 3% discount rate

Workshop #3 30 YearS (2014 = 2043)
Full Spending Capital Projects (1)
Debt Service (Principal) $24,208,395 $34,205,500
Debt Service (Interest) (2) $12,124,108 $15,614,487
Total $36,332,503 $49,819,987

(1) Assumes all capital projects funded totaling 533.7 million plus 1.5% for bond issuance costs
(2) 20 year bond maturity within 30 year period
(3) Assuming a 3% discount rate
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The following report presents the documentation for the third stormwater utility feasibility
study workshop to be held with the Village of Winnetka Council on March 12" 2013. The
document incorporates questions, comments and guidance provided by the Council and public
at the second stormwater workshop. The input provided at the workshop is incorporated in the
analysis and the recommendations provided in this report. The report also outlines the key
considerations related to the implementation of a stormwater utility including the opportunity
for the Village to provide stormwater credits and/or rebates and other key administrative
requirements.

A. KEY POLICY CONSIDERATIONS

On February 12", MFSG participated in the second stormwater utility feasibility workshop with
the Village Council. The second workshop focused primarily on the structure of a potential
stormwater fee, but also provided a summary of the key policy considerations for the Council in
relation to the funding of stormwater expenditures within the Village. The key policy issues
are summarized below along with the guidance provided by the Village Council at the second
workshop.

Policy Issue #1 - What level of stormwater service should the Village provide?

The level of stormwater service provided by the Village defines the expenditures that will be
made by Village as it maintains and improves the stormwater system. As part of the feasibility
study, the full range of stormwater expenditures that the Village may fund, at some point in the
future, were identified. Based on the discussion at the second workshop, the Council provided
guidance that the Village should fund the ongoing operations and maintenance of the
stormwater system and the current planned capital projects. Additionally, the Council
suggested that all operating and maintenance expenses remain within the General Fund and
that General Fund reserves used to fund stormwater capital projects not be refunded at this
point in time. The remaining unfunded stormwater expenditures define those costs that may
be recovered from stormwater fees, property taxes or some combination.

Policy Issue #2 - How should the level of service be funded?

The Village has the option to fund stormwater expenditures completely from property taxes,
completely from stormwater fees or any combination of the two (50% / 50% was provided in
the second workshop to demonstrate the combination funding). The Council provided
guidance that they would like to continue to consider funding stormwater expenditures
completely from stormwater fees and using a 50% / 50% split, but that the use of only property
taxes be excluded from future analysis at this time.

Policy Issue #3 - What rate base should be used to measure stormwater contribution?

MFSG outlined the use of impervious area and the resulting equivalent runoff unit (ERU)
approach as an appropriate rate base for the stormwater fee along with highlighting other
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approaches used by other communities which impose stormwater fees. The Council agreed
with this approach but questioned the impact of pervious area and mentioned alternative
methods, which account for pervious area, not discussed in the MFSG analysis. These
alternative methods are discussed in Section C of this document. The Council also suggested
that the calculation of the ERU not be rounded to the whole ERU but rather that ERU’s be
calculated to the fraction of an ERU.

Policy Issue #4 - How should the stormwater fee be structured?

MFSG presented two stormwater fee structures that could be implemented by the Village,
including a uniform fee structure and a location based fee structure. The uniform fee structure
would charge all parcels the same fee per ERU regardless of location within the Village. The
location based fee structure would charge parcels a stormwater fee per ERU based on the
specific location of the parcel within the Village. Several members from the public expressed
their concerns regarding the location based approach, mentioning that it divides up the Village
and provides a false sense of equity. The Council agreed and suggested that the location based
approach be excluded from consideration at this time.

The guidance provided by the Village Council helps to further refine how the Village may fund
the cost of operating, maintaining and expanding the stormwater system. The remainder of
this document incorporates the guidance provided by the Council to arrive at a recommended
stormwater funding proposal for Council consideration.

B. LEVEL OF SERVICE

Based on the guidance provided by the Village Council, the level of service revenue
requirements for the stormwater system were refined. The Village will continue to fund the
operating and maintenance of the stormwater system from the General Fund, remaining
consistent with current practice. A summary of the annual operating and maintenance
expenses are provided in Table 1.

Table 1 - Stormwater Operating and Maintenance Expenses

2014 2015 2016 2017 2018
Public Works Administration $106,000 $109,000 $112,000 $116,000 $119,000
Training $2,000 $2,000 $2,000 $2,000 $2,000
Engineering $36,000 $37,000 $39,000 $40,000 $41,000
Drainage Operations $278,000 $287,000 $295,000 $304,000 $313,000
Total $422,000 $435,000 $448,000 $462,000 $476,000

It should be noted that the increases in the operating and maintenance costs are due to
inflation and not due to the potential formation of a stormwater utility.
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The capital costs included in the level of service are presented in Table 2. It should be noted
that this excludes possible future capital projects such as the additional drainage areas. This
does not mean that the Village will not complete these projects. Rather, the Village will have
the opportunity to continue to evaluate these projects and may, at some point in the future,
decide to fund them.

Table 2 - Current Planned Capital

2013 2014 2015 2016 Total
Winnetka Avenue Pump
Station $750,000 $750,000
Tower Road / Foxdale $1,050,000 $1,050,000
Lloyd Park / Spruce
Street $364,000 $364,000
Northwest Winnetka
Greenwood / Forest Glen >4,040,000 >4,040,000
Willow Road Tunnel $800,000 $800,000 | $16,900,000 | $16,000,000 $34,500,000
Stormwater Master Plan $70,000 $70,000
Elm St. Storm Sewer
Outfall Replacement »250,000 3250,000
Total $7,324,000 $800,000 | $16,900,000 | $16,000,000 $41,024,000

The capital projects shown in Table 2 will be funded with a combination of General Fund
reserves and the issuance of debt. The capital projects in 2013 will be funded from General
Fund reserves and the projects in 2014 through 2016 will be funded with debt. The specific
assumptions regarding the debt issuance are shown in Table 3.

Table 3 - Stormwater Bond Assumptions

Bond Issue Bond Issuance Amount Year of Issue Interest Rate

2014 Bonds $17,965,500 2014 3.5%

2015 Bonds $16,240,000 2015 4.0%
Total $34,205,500

Table 3 shows that we have conservatively assumed a slightly higher interest rate on the 2015
bond issue under the assumption that interest rates will be increasing over the next few years.
The Village requested that the annual debt service associated with the stormwater bonds be
calculated using bonds with 20-year maturities and 30-year maturities.
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The annual debt service using the different maturities is shown in Figure 1.

Figure 1 - Annual Debt Service Comparison
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B Annual Debt Service: 20 - Year Bonds B Annual Debt Service: 30 - Year Bonds

The use of 20-year and 30-year bonds is continued throughout the remainder of this report to
demonstrate the impact on the stormwater revenue requirements, stormwater fee and parcel
owner stormwater bills. The combination of operating and capital expenses defines the full
level of service that will be provided by the Village. Tables 4 and 5 present the total
expenditures using 20-year and 30-year bonds. The tables also present the available revenues
for stormwater operations and debt service. These revenues include funds from the General
Fund to support the operating and maintenance costs. The revenues also include additional
funds from the General Fund consisting of:

e $200,000 in reduced General Fund contributions to the street rehabilitation program
which will be offset by directing Motor Fuel Tax funds to street repairs. These funds will
be available in FY 2014.

e $500,000 in existing debt service payments within the General Fund that will be retired
in FY 2014. These funds will be available for stormwater expenditures in FY 2015.

The comparison of the expenditures and revenues results in the unfunded stormwater revenue
requirements.
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Table 4 - Level of Services Funding - 20-Year Bonds

| 2014 | 2015 | 2016 2017 2018
Expenditures
Operating and Maintenance 422,572 435,249 448,307 461,756 475,609
Project Debt - 20-Year Bonds 314,396 1,588,872 2,459,040 2,459,040 2,459,040
Revenues
Current General Fund 422,572 | 435249 | 448307 | 461,756 | 475,609

Revenues
Additional Funds Available
within General Fund"?

200,000 700,000 700,000 700,000 700,000

Unfunded Stormwater

Revenue Requirements $114,396 $888,872 | $1,759,040 | $1,759,040 | $1,759,040

W Revenues from General Fund to fund operating and maintenance expenses.
(2) Revenues from General Fund available due to debt payoff and reallocation of funds.

Table 5 - Level of Services Funding - 30-Year Bonds

| 2014 | 2015 | 2016 2017 2018
Expenditures
Operating and Maintenance 422,572 435,249 448,307 461,756 475,609
Project Debt - 30-Year Bonds 314,396 | 1,301,608 | 1,915,969 | 1,915,969 | 1,915,969
Revenues
Current General Fund 422,572 | 435249 | 448307 | 461,756 | 475,609

Revenues
Additional Funds Available
within General Fund®?

200,000 700,000 700,000 700,000 700,000

Unfunded Stormwater
Revenue Requirements
W Revenues from General Fund to fund operating and maintenance expenses.
2 Revenues from General Fund available due to debt payoff and reallocation of funds.

$114,396 $601,608 | $1,215,969 | $1,215,969 | $1,215,969

The unfunded stormwater revenue requirements shown in Tables 4 and 5 represent the
expenditures (varying based on maturity of debt) that must be funded from stormwater fees or
by a combination of stormwater fees and property taxes. It should be noted that the unfunded
stormwater revenue requirements only include capital costs associated with the debt issuance,
all operating and maintenance costs will be funded from the General Fund. As mentioned
above, two specific funding scenarios are to be considered in the analysis which include full
funding from stormwater fees and a 50% stormwater fee / 50% property tax funding scenario.
Table 6 presents the two scenarios.
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Table 6 - Funding Scenarios

Revenue Requirements | 2014 | 2015 | 2016 | 2017 | 2018
Scenario 1: 100% Stormwater Fees
20-Year Bonds $114,396 | $888,872 | $1,759,040 | $1,759,040 | $1,759,040
30-Year Bonds $114,396 | $601,608 | $1,215,969 | $1,215,969 | $1,215,969

Scenario 2: 50% / 50%

50% Stormwater Fees

20-Year Bonds $57,198 $444,436 $879,520 $879,520 $879,520

30-Year Bonds $57,198 $300,804 $607,985 $607,985 $607,985
50% Property Taxes

20-Year Bonds $57,198 $444,436 $879,520 $879,520 $879,520

30-Year Bonds $57,198 $300,804 $607,985 $607,985 $607,985

C. STORMWATER UNIT OF MEASURE (RATE BASE)

During the second workshop, MFSG recommended the use of impervious area as the
appropriate measure of stormwater impact with the impervious area on each parcel converted
to equivalent runoff units (ERUs). Based on our analysis we have recommended that an ERU of
impervious area be established at 3,400 square feet. This approach was used to calculate the
ERU’s for all land uses in the Village based on actual impervious area. However, we rounded to
the nearest whole ERU to calculate the ERU per parcel. As mentioned previously, the public
and Council requested that the ERU’s not be rounded to the whole ERU but rather to a fraction
of an ERU to provide greater equity based on the actual impervious area on the property. Table
7 presents the calculated number of ERU’s by land use allowing for fractions of ERUs.

Table 7 - ERUs by Land Use

Land Use Equivale?l:RRJsr;off Units Percentage of Total
Single Family Residential 5,270.2 79.6%
Multi-Family Residential 233.2 3.5%
Commercial 204.3 3.1%
Industrial 11.6 0.2%
Tax Exempt 919.6 13.7%
Total 6,638.9 100.0%

By not rounding the ERU calculation to the whole ERU, the calculated ERU’s in the Village total
6,638.9. This is slightly lower than what was calculated when rounding the ERU’s to the whole
ERU, which resulted in 6,769 ERU’s.
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As previously mentioned in the key policy issues discussed at the second workshop, the Council
guestioned the impact of pervious area on the stormwater system and if it should be factored
into the calculation of the stormwater fee. The use of impervious area and ERU is by far the
most common approach used by communities that implement stormwater fees, with
approximately 85% of the utilities across the United States using this approach." However,
there are methods that have been used that account for pervious area on properties, in
addition to impervious area. The two most common approaches that use pervious area are the
Intensity of Development (ID) approach and the Equivalent Hydraulic Area (EHA) approach.
Each approach is described below.

Intensity of Development - This approach is based on the percentage of impervious area
relative to the entire parcel’s size. All parcels, including vacant/undeveloped parcels, are
charged a fee. For parcels with development, the fees are based on their intensity of
development, which is defined as the percentage of impervious area on the parcel. Vacant or
undeveloped parcels do contribute some runoff and are charged a lower fee. The fees are
typically assessed based on the development of a sliding rate scale, with higher rates charged
per square foot of property to those parcels with a greater percentage of impervious to
pervious area. For example, the rate per square foot of property for a parcel that is 90%
impervious may be $4.00, where as a parcel with 40% impervious may be charged a rate of
$2.00 per square foot of property. While this approach addresses the intensity of development
on a property by including the ratio of impervious area to pervious area, there are a number of
reasons why it is not as common as the ERU approach. The primary disadvantages to using the
ID approach include:

e This approach does not charge parcel owners in direct proportion to their relative
stormwater discharge. For example, a parcel could have a significant amount of
impervious area (which contributes a significant amount of stormwater) but because
the parcel also has a lot of pervious area the ratio would be in the lower range resulting
in a lower rate per square footage of property.

® This approach required the calculation of a sliding scale which is often difficult to justify.
Rather than establishing a stormwater fee based on actual impervious area (as under
the ERU approach with each square foot of impervious area paying the same rate), a
rate must be determined within a range of ratios of impervious to pervious area and
assigned to this ratio. The assumptions that are required to establish sliding scale and
resulting rates are somewhat arbitrary, which opens up this method to challenge.

e Under this approach, the benefits of reducing or limiting impervious area are often not
experienced by the parcel owner because of the fact that their rate is based on the ratio
of impervious to pervious which, unless it changes significantly, will not result in a
reduced stormwater bill.

! Western Kentucky University Stormwater Utility Survey 2012
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e The ability of the public to understand this approach.

We are not aware of any communities in the State of lllinois that have implemented the ID
approach.

Equivalent Hydraulic Area - Under this approach parcels are billed on the basis of the
stormwater runoff generated by their impervious and pervious areas. This approach is similar
to the ERU approach except that pervious area is included in the calculation of the rate base.
This is accomplished by taking the impervious area of the parcel times a runoff coefficient
representative of impervious area (typically between 0.85 to 0.95) plus the pervious area of the
parcel times a runoff coefficient representative of pervious area (0.10 to 0.15) resulting in an
equivalent hydraulic area (EHA) of the parcel. The EHA is then multiplied by the stormwater
fee, resulting in the bill for the parcel. The EHA approach is more common than the ID
approach because it does not require the development of the sliding rate scale and because the
runoff coefficients for impervious and pervious area are based on engineering design standard
for runoff. However, the ERU approach is selected for the vast majority of stormwater utilities.
The primary disadvantages to using the EHA approach include:

e The additional data analysis and management required to administer this approach
(impervious and pervious area must be managed).

e This approach can have a significant impact on parcels with limited impervious area
(shifting costs to parcels with pervious area) which may not be equitable because
impervious area has been demonstrated to be the single most important factor
influencing stormwater runoff contribution (including carrying of pollutant loads and
velocity of runoff leading to flooding).

e This approach limits the incentive for parcel owners to reduce impervious area since the
parcel is billed based on both pervious and impervious area.

® The ability of the public to understand the approach.

The City of Moline has used the EHA approach for a number of years. However, to limit the
administrative burden on the City, the City uses tiers for residential parcels rather than
calculating actual EHA’s for every parcel residential parcel.

Based on the issues discussed above, we continue to recommend that the Village utilize the
ERU approach. The disadvantages associated with the ID approach are significant enough that
we believe it would not be an appropriate approach for the Village. While the disadvantages to
using the EHA approach are less significant, we are concerned with the shift of costs that would
occur to parcels with significant amounts of pervious area.
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D. STORMWATER FEE STRUCTURE

The Council provided guidance at workshop #2 that a uniform stormwater fee (rather than a
location based fee) was the preferred approach to structuring the stormwater fee. The
stormwater fees are calculated in this section of the report based on the uniform approach
using the unfunded revenue requirements presented in Tables 4 and 5 and the number of
ERU’s presented in Table 7.

Table 8 presents the stormwater fee assuming that stormwater fees fully fund the unfunded
stormwater revenue requirements, using 20-year bonds, presented in Table 4.

Table 8 - 100% Stormwater Fee Funding - Annual Stormwater Fee per ERU (20-year bonds)

FY14 FY15 FY16 FY17 FY18
Collected via Stormwater Fees $114,396 $888,872 | $1,759,040 | $1,759,040 | $1,759,040
Annual Stormwater Fee per ERU $17.23 $133.89 $264.96 $264.96 $264.96

Table 8 shows that the stormwater fee would quickly ramp up to around $274 per ERU per by
FY16, at which time it levels off due to the leveling revenue requirements. Table 9 presents the
stormwater fee assuming that stormwater fees fully fund the unfunded revenue requirements,
using 30-year bonds, presented in Table 5.

Table 9 - 100% Stormwater Fee Funding - Annual Stormwater Fee per ERU (30-year bonds)

FY14 FY15 FY16 FY17 FY18
Collected via Stormwater Fees $114,396 $601,608 | $1,215,969 | $1,215,969 | $1,215,969
Annual Stormwater Fee per ERU $17.23 $90.62 $183.16 $183.16 $183.16

The same approach was used to calculate the stormwater fee under a combined funding
approach (50% property taxes and 50% stormwater fees) as presented in Table 6. The resulting
stormwater fees and incremental property tax bills are shown in Tables 10 and 11. It is
important to note that the annual stormwater fee per ERU represents the stormwater bill for a
parcel with 1 ERU of impervious area. Parcels with greater impervious area would pay
multiples of an ERU based on the size of their impervious area. Additionally the tax bill shown
in Tables 10 and 11 are based on a home with an equalized assessed value (EAV) of $400,000.
Lastly, Tables 10 and 11 calculate the property tax deduction taken as a result of the increased
tax bill. This assumes that the parcel owner has the ability to deduct property taxes and is not
subject to the alternative minimum tax (AMT). Table 10 presents the combined funding
approach assuming the use of 20-year bonds.
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Table 10 - Combined Funding - Annual Stormwater Fee per ERU and Incremental Annual Tax Bill

(20-year bonds)
FY14 FY15 FY16 FY17 FY18

Collected via Stormwater Fees $57,198 | $444436| $879,520 | $879,520 | $879,520
(50%)

Collected via Property Taxes $57,198 | $444436| $879,520 | $879,520 | $879,520
(50%)

Annual Stormwater Fee per ERU $8.62 $66.94 $132.48 $132.48 $132.48
Incremental Property Tax Bill* $14.25 $110.74 $219.15 $219.15 $219.15
Tax Deduction? (55.42) (542.08) ($83.28) (583.28) (583.28)
Resulting Total Tax Bill After $8.84 $68.66 $135.88 | $135.88 | $135.88

Deduction

TAssumes a single family home with annual tax bill of $27,000.
2Assumes an individual filing with income of 275,000, Federal tax bracket of 33% plus IL State income tax of 5%.

Table 10 demonstrates a lower stormwater fee due to the additional funding from property
taxes which would fund 50% of the unfunded stormwater revenue requirements.

Table 11 presents the combined funding approach assuming the use of 30-year bonds.

Table 11 - Combined Funding - Annual Stormwater Fee per ERU and Incremental Annual Tax Bill

(30-year bonds)
FY14 FY15 FY16 FY17 FY18

Collected via Stormwater Fees $57,198 | $300,804 | $607,985 | $607,985 | $607,985
(50%)
Collected via Property Taxes $57,198 | $300,804 | $607,985 | $607,985 | $607,985
(50%)
Annual Stormwater Fee per ERU $8.62 $45.31 $91.58 $91.58 $91.58
Incremental Property Tax Bill* $14.25 $74.95 $151.49 $151.49 $151.49
Tax Deduction? ($5.42) ($28.48) ($57.57) ($57.57) |  ($57.57)
Resulting Total Tax Bill Aft

esuiting Total Tax Bifl After $8.84 $46.47 $93.93 $93.93 $93.93

Deduction

TAssumes a single family home with annual tax bill of $27,000.
’Assumes an individual filing with income of 5275,000, Federal tax bracket of 33% plus IL State income tax of 5%.

E. PARCEL OWNER IMPACTS

This section of the report demonstrates the impact on actual parcels within the Village under
The following tables
present the impact on three single family residential parcels, two commercial parcels and two

each of the various approaches to funding stormwater expenditures.

MFSG
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tax-exempt parcels.

stormwater bills based on each approach.

Table 12 - Single Family Residential Parcel #1

It is important to note that the tables show comparisons of total

Impervious Area EAV ERUs
3,000 sq ft $325,000 0.9

Bill Comparison FY14 FY15 FY16 FY17 FY18
100% SW Fee Bill (20-year bonds) $16 $121 $238 $238 $238
100% SW Fee Bill (30-year bonds) S16 $82 $165 $165 $165
20-Year Bonds
50% SW Fee Bill (A) S8 $60 $119 $119 $119
50% Property Taxes (Tax Bill) S12 $S90 $178 $178 $178
Tax Deduction (54) (S34) (568) (568) ($68)
Tax Bill After Deduction (B) S7 S56 $110 $110 $110
Total SW Bill (50% / 50%) (A+B) $15 $116 $229 $229 $229
30-Year Bonds
50% SW Fee Bill (A) S8 S41 $82 $82 $82
50% Property Taxes (Tax Bill) $12 $61 $123 $123 $123
Tax Deduction (54) (523) ($47) (547) ($47)
Tax Bill After Deduction (B) S7 $38 S76 S76 S76
Total SW Bill (50% / 50%) (A+B) $15 $78 $159 $159 $159

Table 13 - Single Family Residential Parcel #2
Impervious Area EAV ERUs
5,330 sq ft $464,000 1.6

Bill Comparison FY14 FY15 FY16 FY17 FY18
100% SW Fee Bill (20-year bonds) $28 $214 $424 $424 $424
100% SW Fee Bill (30-year bonds) $28 $145 $293 $293 $293
20-Year Bonds
50% SW Fee Bill (A) S14 $107 $212 $212 $212
50% Property Taxes (Tax Bill) $17 $128 $254 $254 $254
Tax Deduction ($6) (549) (597) (597) (597)
Tax Bill After Deduction (B) $10 $80 $157 $157 $157
Total SW Bill (50% / 50%) (A+B) $24 $187 $369 $369 $369
30-Year Bonds
50% SW Fee Bill (A) S14 $72 $147 $147 $147
50% Property Taxes (Tax Bill) S17 S87 S176 $176 $176
Tax Deduction ($6) ($33) ($67) ($67) ($67)
Tax Bill After Deduction (B) $10 S54 $109 $109 $109
Total SW Bill (50% / 50%) (A+B) $24 $126 $255 $255 $255
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Table 14 - Single Family Residential Parcel #3

Impervious Area EAV ERU
8,600 sq ft $656,000 2.5

Bill Comparison FY14 FY15 FY16 FY17 FY18
100% SW Fee Bill (20-year bonds) $43 $335 $662 $662 $662
100% SW Fee Bill (30-year bonds) $43 $227 $458 $458 $458
20-Year Bonds
50% SW Fee Bill (A) S22 S167 $331 $331 $331
50% Property Taxes (Tax Bill) $23 $182 $360 $360 $360
Tax Deduction (S9) ($69) ($137) (5137) (5137)
Tax Bill After Deduction (B) S14 $113 $223 $223 $223
Total SW Bill (50% / 50%) (A+B) $36 $280 $554 $554 $554
30-Year Bonds
50% SW Fee Bill (A) S22 $113 $229 $229 $229
50% Property Taxes (Tax Bill) $23 $123 $249 $249 $249
Tax Deduction ($9) ($47) ($94) (594) (594)
Tax Bill After Deduction (B) S14 S76 $154 $154 $154
Total SW Bill (50% / 50%) (A+B) $36 $190 $383 $383 $383

Table 15 - Commercial Parcel #1
Impervious Area EAV ERU
6,800 sq ft $823,000 2.0

Bill Comparison FY14 FY15 FY16 FY17 FY18
100% SW Fee Bill (20-year bonds) $34 $268 $530 $530 $530
100% SW Fee Bill (30-year bonds) $34 $181 $366 $366 $366
20-Year Bonds
50% SW Fee Bill $17 $134 $265 $265 $265
50% Property Taxes (Tax Bill) S29 $228 $451 $451 $451
Total SW Bill (50% / 50%) $47 $362 $716 $716 $716
30-Year Bonds
50% SW Fee Bill S17 $91 5183 $183 $183
50% Property Taxes (Tax Bill) S29 $154 $312 $312 $312
Total SW Bill (50% / 50%) $47 $245 $495 $495 $495
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Table 16 - Commercial Parcel #2

Impervious Area EAV ERU
2,900 sq ft $218,000 0.9

Bill Comparison FY14 FY15 FY16 FY17 FY18
100% SW Fee Bill (20-year bonds) $16 $121 $238 $238 $238
100% SW Fee Bill (30-year bonds) s16 $82 $165 $165 $165
20-Year Bonds
50% SW Fee Bill S8 $60 $119 $119 $119
50% Property Taxes (Tax Bill) S8 S60 $120 $120 $120
Total SW Bill (50% / 50%) $16 $121 $239 $239 $239
30-Year Bonds
50% SW Fee Bill S8 $41 $82 $82 $82
50% Property Taxes (Tax Bill) S8 S41 $83 $83 $83
Total SW Bill (50% / 50%) $16 $82 $165 $165 $165

Table 17 - Tax-Exempt Parcel #1
Impervious Area EAV ERU
200,000 sq ft S- 58.8

Bill Comparison FY14 FY15 FY16 FY17 FY18
100% SW Fee Bill (20-year bonds) $1,013 $7,873 $15,580 $15,580 $15,580
100% SW Fee Bill (30-year bonds) $1,013 $5,328 $10,770 $10,770 $10,770
20-Year Bonds
50% SW Fee Bill $507 $3,936 $7,790 $7,790 $7,790
50% Property Taxes (Tax Bill) - - - - -
Total SW Bill (50% / 50%) $507 $3,936 $7,790 $7,790 $7,790
30-Year Bonds
50% SW Fee Bill $507 $2,664 $5,385 $5,385 $5,385
50% Property Taxes (Tax Bill) - - - - -
Total SW Bill (50% / 50%) $507 $2,664 $5,385 $5,385 $5,385
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Table 18 - Tax-Exempt Parcel #2

Impervious Area EVA ERU
40,600 sq ft S- 11.9
Bill Comparison FY14 FY15 FY16 FY17 FY18
100% SW Fee Bill (20-year bonds) $205 $1,593 $3,153 $3,153 $3,153
100% SW Fee Bill (30-year bonds) $205 $1,078 $2,180 $2,180 $2,180

20-Year Bonds

50% SW Fee Bill $103 $797 $1,577 $1,577 $1,577
50% Property Taxes (Tax Bill) - - - - -
Total SW Bill (50% / 50%) $103 $797 $1,577 $1,577 $1,577

30-Year Bonds

Based 50% SW Fee Bill $103 $539 $1,090 $1,090 $1,090
50% Property Taxes (Tax Bill) - - - - -
Total SW Bill (50% / 50%) $103 $539 $1,090 $1,090 $1,090

The tables show that impacts to actual parcels within the Village will vary significantly
depending on the amount of impervious area and assessed value. As would be expected,
parcels with a significant amount of impervious area will experience the most significant impact
under the stormwater fee approach and conversely parcels with high assessed values will
experience the most significant impact under the combined funding approach, which includes
increased property taxes.

F. CREDITS AND INCENTIVES/REBATES

The establishment of a stormwater fee recognizes that the stormwater runoff from individual
properties results in a cost to the Village to manage the stormwater system. To the extent that
the property owner mitigates the stormwater runoff on their property the cost of operating,
maintaining and expanding the stormwater system may be reduced. Therefore it is common
for a stormwater utility to offer credits in the form of a reduction in stormwater fees. A credit
is an on-going reduction in the stormwater fee applicable to a given property in recognition of
qualifying onsite or off-site systems, facilities, measures, or other actions taken by property
owners to reduce or mitigate the impact of their property(s) stormwater contribution. Credits
are typically offered to those properties that demonstrate the continuing performance of the
stormwater management control(s).

In addition to credits, some utilities offer incentives. Incentives are one-time rebates /
reimbursements that are offered to assist in offsetting the cost of materials, construction and
installation of qualifying stormwater facilities. The incentives are intended to incentivize
property owners to install stormwater control facilities.
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This section of the report provides an overview of the key considerations related to offering a
credit and/or incentive program. It is important to note that the level of complexity associated
with a credit and/or incentive program will directly correlate to the resources required to
manage the program.

Credits

Stormwater fee credit programs implemented by stormwater utilities vary significantly across
the country. Some utilities maintain very simple programs to limit the administrative burden in
managing a credit program and others maintain extremely complex programs that provide very
specific credits. However in any credit program several key considerations must be addressed,
including:

e Who is eligible to receive a stormwater fee credit, all property owners or just non-
residential parcels?

e What stormwater management control facilities / activities qualify for credits?

* Do properties that meet local stormwater standards get credits, or only properties that
exceed standards?

* How much of a fee reduction is offered with each control activity?
® |sthere a maximum credit that is offered?

The way in which each of these considerations are addressed is largely dependent on the
policies of the locality. As there is no one-size fits all credit program, each program is going to
reflect the unigue nature of each locality. The components of a typical credit program are
provided to solicit input from the Village.

Credit Eligibility

The majority of credit programs around the Country focus on non-residential land uses only.
The primary reason for this focus is because the economic benefits (reduction in fees) are
outweighed by the requirements associated with applying for and qualifying for the credits. In
general the credit application and maintenance requirements are typically cost prohibitive for
residential parcels in relation to their stormwater fee. The other primary reason why
residential parcels are typically not offered credits is to limit the administrative burden placed
on the utility including costs of managing the credit program. There are utilities however, that
offer credits to residential parcels to ensure that all parcels are treated the same. In these
cases most often the credits available to residential parcel owners are limited to match the
limited control activities available to these parcels. For utilities that do not offer credits to
residential parcels, a number have implemented incentive programs to provide funds to
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residential parcel owners to incentivize the installation of stormwater management activities.
Incentives are discussed later in this section.

Stormwater Management Control Facilities / Activities

The key factors that influence the cost of management of stormwater systems include the
quantity of runoff (both total volume and peak rate) and the quality of the runoff (what the
stormwater runoff is carrying to local waterways). Therefore on-site stormwater management
control facilities and activities that qualify for a credit must address one or both of these
factors. A credit program can offer credits generally grouped into four categories as shown in
Table 19.

Table 19 - Stormwater Management Control Facilities and Activities
Control Activity Examples

Peak Rate Reduction Private Detention Basins

Retention Basins, Rain Harvesting, Green Roofs, Permeable Pavement,

Volume Reduction Rain Gardens

Water Quality Control Rain Gardens, Permeable Pavement, Best Management Practices

Property or portion of property directly discharges outside the Village

Direct Discharge
stormwater system

Once the stormwater management control facilities and activities are identified, a community
has to decide if credits are available to all parcels with stormwater management controls or
only those with controls that exceed the local standards. This is a very important distinction,
which has a significant impact on the scope of the credit program and those that would be
eligible for credits. In most communities with credit programs, only parcels that exceed the
local standards are eligible for credits.

To qualify for the credit, under each of the categories listed in Table 19, the parcel owners are
typically required to demonstrate that the stormwater control activity is installed and operating
as specified by the Village. The parcel owner is also responsible for the ongoing maintenance of
the facility to remain eligible. Most utilities require some form of periodic reporting from the
property demonstrating maintenance and often require a reapplication after a 3 to 5 year
period.

In addition to the control activities listed in Table 19, it is fairly common for communities to
offer credits to K-12 institutions that develop lesson plans and instruct their students about
stormwater management issues. Lastly, some communities offer credits to entities that form
partnerships with the utility to manage stormwater. This credit could be offered under the
unique circumstance that an entity provides land necessary for stormwater control activities or
makes some other significant financial contribution to the Village to assist in the ongoing
management of stormwater.
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Level of Credits

Once the control activities are defined it is necessary to determine the appropriate level of the
fee reduction or credit for each activity. It is important to set the level of the credit to be
consistent with the actual ability of the control activity to reduce the runoff and or improve the
quality of the runoff. Table 20 presents a typical range of credits, based on our experience,
offered by control activity type. It should be noted that the credits are provided purely as
examples.

Table 20 - Stormwater Fee Credits

Control Activity Stormwater Fee Credit (Examples)
Peak Rate Reduction Up to 10%
Volume Reduction Up to 10%
Water Quality Control Up to 5%
Direct Discharge Up to 25%
Education $3 per student 3™ grade student taught annually
Partnership Up to 100%

The approach that is typically used to assess the credits for the control activities including peak
rate, volume, reduction, water quality and direct discharge would include an evaluation of the
portion of the impervious area on the property that drains to the control facility. An example is
provided for clarification. If 100% of impervious area drains to onsite detention basin(s) then
the credit is 10% (the stormwater bill would be reduced by 10%). Alternatively, if 50% of
impervious area drains to onsite detention then 50% times 10% resulting in 5% credit (the
stormwater bill would be reduced by 5%).

Based on the stormwater fee credits shown in Table 20 a couple of administrative
considerations are provided. First, it is important to determine the maximum credit that will be
offered. In most instances we would recommend that this be set at 25% which is the typical
maximum credit for stormwater utilities with credit programs. It would be possible for a
property owner to have facilities that provide peak reduction, volume reduction and water
quality control thereby reaching a cumulative 25% credit. Setting a maximum credit recognizes
the fact that all parcels owners benefit from proper stormwater management in the Village and
therefore all parcel owners should contribute to funding the stormwater system.

The only exceptions to the 25% maximum would be K-12 institutions that have management
controls and offer educational programs and those entities that qualify for the partnership
credit. In the case of partnerships, depending on the level of contribution to the Village, these
parcels could be credited up to 100% of the stormwater fee. Lastly, it also is important to note
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that any reduction in revenues via a stormwater fee credit will result in less revenue generated
for the utility and/or an increase in the necessary stormwater fee.

Incentives

In addition to stormwater fee credits it is becoming very common for communities to offer
incentives in the form of rebates / reimbursements to encourage property owners to
implement new stormwater management controls. The incentives are typically offered to all
property owners on a first come, first serve basis with an annual budget provided from the
stormwater utility. Property owners who receive stormwater fee credits are typically excluded
from the incentive program. Stormwater controls that are required to meet local standards are
also typically not eligible for reimbursements. Incentives, unlike credits, are not offered on an
annual basis but as a one-time rebate against the cost of purchase and installation of
stormwater management controls.

Eligibility

All property owners within the Village could be eligible to receive a stormwater incentive for
the purchase, construction and installation of qualifying stormwater facilities. Property owners
would be required to submit a stormwater incentive application with proof of purchase and
demonstrate installation of the stormwater facility. The Village would reserve the right to
inspect the installed facility prior to approving the application.

Stormwater Facility Incentives

Similar to the stormwater management facilities and activities discussed with the stormwater
fee credit, the incentive program would offer rebates / reimbursements for activities that
control the various aspects of stormwater (quantity, peak rate and quality). The two most
common stormwater control activities available to residential property owners include rain
barrels and rain gardens. Other activities that are often incentivized would include the use of
green methods such as installing pervious pavement or green roofs and the installation of best
management practices that improve water quality.

Some sample stormwater incentives are presented in Table 21.

Table 21 — Sample Stormwater Incentives

Control Activity Incentive Amount Requirements Maximum Incentive
Rain Barrels S1 per gallon of capacity Minimum of 50 gallons S50
Rain Gardens $5 per square feet of Minimum of 100 square $1,000

garden foot of garden

Other Facilities (green | 30% of cost of materials,

roofs, permeable construction and $1,200
pavement, cistern) installation
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The incentives detailed in Table 21 outline the most common stormwater management control
activities but other incentives may be offered by the Village as available stormwater control
activities change over time. The maximum incentives are based on the overall magnitude of
the cost of each type of activity and not intended to fully fund the cost of control activity.
These reimbursements should only be offered to property owners who can demonstrate proof
of purchase and actual cost of installation and construction.

G. IMPLEMENATION AND ADMINISTRATION

In order to implement a stormwater utility the Village will need to address several
administrative considerations. While this section of the report does not provide an exhaustive
discussion of the potential administrative considerations, it addresses those that are most
common and provides a framework that will allow for a smooth implementation of a
stormwater utility. Some of the considerations will require direction from the Village Staff
and/or the Village Council prior to implementation. Each key consideration is discussed below.

Billing Methodology

To implement a stormwater fee the Village will need to decide how to bill the property owners.
The primary options available to the Village would be to impose the fee on an existing utility
“water” bill, to place the fee on the property tax bill or to generate a separate stormwater bill.
There are pros and cons to using each of these methods of billing the stormwater fee and all of
these approaches are used by utilities around the United States. A fairly recent stormwater
utility survey2 revealed that 75% of agencies with stormwater utilities place the stormwater fee
on an existing water bill, 21% include it on the property tax bill, with the remaining agencies
generating a separate bill (4%).

Collecting the stormwater fee on an existing water bill is the most common approach for a
number of reasons. The fee is generating revenues for the operation of a utility and therefore
it makes sense that it would be collected with other utility related fees. Conversely, placing the
fee on the property tax bill implies that the fee is some form of a tax which is in direct contrast
to the goal of the fee. Additionally, placing the fee on the water bill provides greater
transparency since property owners will actually see the fee as compared to the property tax
bill which is often included in an escrow account funded in monthly mortgage payments.

This does not mean that there are not challenges associated with billing the fee on the water
bill. One of key challenges relates to the development of the billing database for the fee. The
development of the rate base and ERUs is based on a per parcel analysis for each individual
parcel in the Village. The current water bill does not correlate one to one with each property in
the Village. As a result there are parcels that currently don’t receive water service and no water
bill and there are parcels that may receive two water bills or multiple parcels that receive one

? Stormwater Utility Survey 2010 — Black & Veatch
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water bill. While the vast majority of parcels will match one to one with water bills, manual
review will be required for those that don’t match one to one.

There would be little reason for the Village to generate a separate stormwater bill based on the
availability of placing the bill on the water bill. A separate stormwater bill would result in
increased costs for bill generation and collection resulting in higher administrative costs.
Utilities that generate separate stormwater bills typical do so as a last resort because of the lack
of availability of a water bill or property tax bill to piggyback on.

Development and Maintenance of Billing Database

To allow for accurate billing of a stormwater fee, the Village will need to develop and manage a
stormwater billing database. As part of this Stormwater Utility Feasibility study, the initial
components of the stormwater billing database have been developed. The amount of
impervious area for each parcel in the Village has been determined. However, it will be
necessary to further review the impervious area determinations to ensure a high level of
accuracy. There are instances where impervious area on one parcel crosses over onto another
parcel and as a result is captured in both parcels. This does not mean the impervious area is
double counted, but in essence should not be billed to the both parcels. Exceptions in the data
like this will need to be cleaned up prior to full implementation and billing.

The billing database for the stormwater fee will be a fairly static set of data. Since the Village is
close to build-out, the amount of impervious area on a year to year basis will not change
significantly, which Winnetka’s case would correlate with the number of demolitions. However,
the Village should implement a process that captures changes made at individual properties to
ensure that the appropriate stormwater fee is imposed. The most effective approach would be
to ensure that the GIS database and billing data are updated consistently with each new
building permit to ensure that the billing database reflects any changes to the imperviousness
of each property. The Village currently completes a community wide review and update of
impervious area every five years which would help to ensure the integrity of the billing
database.

Appeals

The implementation of a stormwater utility and stormwater fee will require the Village to be
prepared to handle appeals from property owners. As a result the Village will need to establish
an appeals process. The process does not need to be complicated but should provide a process
to handle challenges in a logical and timely manner. The appeals process should conform to the
current standard processes used by the Village when providing other utility services, such as
water service. In general the appeals process must answer the following questions:

e Whois allowed to appeal the stormwater fee?
e What is the process to initiate the appeal?
e Who is responsible for investigating the appeal?
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e What corrective actions are to be taken if the investigation reveals that the property
owner has been billed incorrectly? Either too little or too much?

H. RECOMMENDATIONS

The incorporation of the guidance provided by the Village Council regarding the key policy
issues has helped to further refine how the Village may fund the cost of operating, maintaining
and expanding the stormwater system. Based our analysis, the use of a stormwater utility as a
means of funding at least a portion of the costs of the Village Stormwater system is a feasible
option _and one in which we recommend that the Village implement. Our specific
recommendations for the Village Council’s consideration regarding the structure of a
stormwater utility are provided below within the frame work of the key policy issues.

In regards to the level of service, we recommend that the Village:

® Provide a level of service that includes funding of the ongoing operations and
maintenance of the stormwater system and the current planned capital projects.

e Utilize available General Fund revenues to assist in funding a portion of the level of
service including the ongoing operating and maintenance expenses, the short-term
capital needs and a portion of future debt service (as presented in Tables 4 and 5).

e |ssue debt to fund the majority of the planned capital projects including the Tunnel
project (as shown in Table 3). The magnitude of the capital projects requires the
issuance of debt. The Village should consider the use of 30-year bonds given that the
life of the capital projects funded with the bonds will exceed 30 years and the longer
maturity will reduce the annual debt service payments, lowering the annual stormwater
funding needs.

In regards to how the level of service should be funded, we recommend that the Village:

® Fund the unfunded stormwater revenue requirements with stormwater fees. The use of
stormwater fees will provide an equitable allocation of costs and a dependable revenue
stream for the funding of the debt service.

In regards to the rate base that should be used to measure stormwater contribution, we
recommend that the Village:

® Use measured impervious area as the rate base for the fee. The impervious area for
each parcel in the Village is readily available and has been determined to be the single
most important factor influencing the rate of peak runoff and the total runoff quantity.
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e Use the ERU approach with one ERU being equivalent to 3,400 square feet of measured
impervious area on a parcel.

In regards to the structure of the stormwater fee, we recommend that the Village:

e Use a uniform stormwater fee approach which charges all parcel owners the same
stormwater fee per ERU regardless of location within the Village.

Should the Village Council decide to proceed with the implementation of a stormwater utility a
number of implementation considerations mentioned in this report will need to be addressed
including the potential development of a credit and/or incentive program, a methodology for
billing parcel owners and an appeals process. These implementation considerations will be
further developed and addressed in our final report based on the input provided by the Village
Council at the third stormwater utility feasibility study workshop.

Based on our recommendations, the general magnitude of the fees that the Village should
consider adopting are presented below on an annual and bi-monthly basis (consistent with
current utility billing). The fees are subject to change based on the actual costs of capital
projects and the addition of a credit and/or incentive program.

Table 22 - 100% Stormwater Fee Funding - Stormwater Fee per ERU (30-year bonds)

FY14 FY15 FY16 FY17 FY18
Annual Stormwater Fee per ERU $17.23 $90.62 | $183.16 | $183.16 $183.16
Bi-Monthly Stormwater Fee per ERU $2.87 $15.10 $30.53 $30.53 $30.53
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