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Attachment(s):

1. Stormwater Fee Report
2. Resolution 2018-39

3. Resolution 2018-40

Initiated by:
City Council

Previous Council Consideration:
April 26, 2016; May 22, 2018

Fiscal Impact:

There is no fiscal impact associated with the requested actions. Approval of the Fee Report and
associated resolutions would not directly affect revenues or expenditures; however, they do initiate a
proceeding that could potentially generate approximately $1,133,000 in annual revenue and a similar
amount of expenditures for stormwater related projects and services described in the Fee Report.

Environmental Review:

Stormwater fee is exempt from environmental review under the California Environmental Quality Act
(“CEQA”) pursuant to CEQA Guideline 15378 as the adoption of any fee does not meet the
definition of a “project” because it serves as the creation of a new government funding mechanism or
constitutes other government fiscal activities that do not involve any commitment to any specific
project which may result in a potentially significant physical impact on the environment. Further, any
fee adoption would also be exempt under CEQA Guideline 15273(a)(4) as rates or charges to obtain
funds for capital projects.

Policy Question(s) for Council Consideration:

e Does the Council wish to initiate proceedings for establishing a property-related fee to fund
the City’s Stormwater Program?

Summary:

e Council adopted a Stormwater Master Plan in 2016 and expressed interest in exploring options
to develop a dedicated revenue source to fund the Stormwater Program

e A City-wide clean water and storm drainage opinion polling was conducted in April 2018



Subject: Stormwater Fee Report

e The survey found that Los Altos property owners strongly desire increased investment in
storm drainage infrastructure, and are willing to pay for it especially at a rate less than $100
per year per parcel

e Based on the survey, Council directed staff to move forward with developing a property-
related fee for the Stormwater Program which requires property owners’ approval

e A Stormwater Fee Report has been prepared as the first step in developing a property- related
fee consistent with regulatory requirements

Staff Recommendation:

Approve the structure of the Stormwater Fees and findings of the Stormwater Fee Report; authorize
staff to work in consultation with the City Attorney and the Rate Consultant to finalize the Stormwater
Fee Report with such changes deemed advisable and not altering the structure of the Stormwater Fees;
adopt Resolution 2018-39 initiating a proceeding to obtain approval of a property-related fee
conforming to Article XIII D, Section 6 of the Constitution; adopt Resolution 2018-40 adopting ballot
procedures for a property-related fee conforming to Article XIII D, Section 6 of the Constitution
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Purpose

Approve the structure of the Stormwater Fees and findings of the Stormwater Fee Report; authorize
staff to work in consultation with the City Attorney and the Rate Consultant to finalize the Stormwater
Fee Report with such changes deemed advisable and not altering the structure of the Stormwater Fees;
adopt Resolution 2018-39 initiating a proceeding to obtain approval of a property-related fee
conforming to Article XIII D, Section 6 of the Constitution; adopt Resolution 2018-40 adopting ballot
procedures for a property-related fee conforming to Article XIII D, Section 6 of the Constitution.

Background

The City owns a network of stormwater conveyance facilities that deliver stormwater runoff to the
four creeks in Los Altos which terminate at the San Francisco Bay. The estimated replacement value
of the stormwater conveyance network is approximately $170 million in current dollars.

In addition to operation and maintenance responsibilities, the City is required to comply with the
Municipal Regional Permit (MRP) under the National Pollutant Discharge Elimination System
(NPDES) permit issued by USEPA through the San Francisco Regional Water Quality Control Board
(Water Board). The program aims to improve stormwater runoff quality and protect local creeks,
channels and the San Francisco Bay. Compliance with the MRP requires a significant level of City
resources.

The stormwater program is currently funded by the General Fund with an annual allocation of
approximately $470,000 for operation, maintenance, and regulatory compliance and $300,000 for
capital improvements. On April 26, 2016, the City Council adopted the Stormwater Master Plan which
determined the appropriate service levels for operation and maintenance as well as identified and
prioritized capital improvement needs. As part of adopting the Master Plan, the Council expressed
interest to explore options to develop a dedicated revenue source to fully or partially fund the
stormwater program.

In April 2018, the City conducted a community opinion survey to gauge support for a new fee for the
stormwater program and mailed 10,491 surveys to property owners in Los Altos. There were three
different survey versions mailed, each with a unique set of proposed storm drainage services and
improvements and a corresponding fee rate and detailed questionnaire. The rates associated with the
three versions are $39.57, §71.57, and $134.36 per parcel per year.

A total of 2,214 surveys were returned for a return rate of 20.6%. The survey found that Los Altos
property owners strongly desire increased investment in storm drainage infrastructure and are willing
to pay for it especially at a rate less than $100 per year per parcel. Other key findings from the survey
include:
1. Both operation and maintenance and capital improvements of the storm drainage system are
desired
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2. Support is strong for all three major goals of the stormwater program, including effective
infrastructure, prevention of local flooding, and improved water quality

3. Property owners desire more information, especially detailed information that is quantitative
and describes specific services

4. Strong fiscal controls and accountability are key provisions

5. A strong, effective, and comprehensive information outreach effort would be required

Based on the findings from the survey, Council directed staff to move forward with developing a
property-related fee for stormwater systems at a rate less than $100 per year per parcel.

Discussion/Analysis

Property-related fees are subject to the requirements of Articles XIIIC and D of the State Constitution,
which were approved by voters in 1996 through Proposition 218, as well as the Proposition 218
Omnibus Implementation Act (Government Code Sections 53750 — 53758). A Stormwater Fee
Report has been prepared which contains a description of the stormwater services, the basis upon
which the stormwater fee was calculated, the parcels upon which the storm drainage fee is proposed,
the proportional cost of the services attributable to each parcel, and the amount of stormwater fee
proposed for each parcel. The Stormwater Fee Report relies mainly on the 2016 Stormwater Master
Plan for estimating the fiscal needs of the Capital Improvement Plan (“CIP”) and Operations and
Maintenance (“O&M”) needs.

Capital Improvement Program Needs

The 2016 Stormwater Master Plan identified a CIP totaling $29 million worth of improvements and
repairs, with $3.8 million categorized as High-Priority and $11.5 million as Moderate-Priority. These
amounts have been adjusted in the three following ways:

e Increased 7.1% for inflation,
e Increased 7% for program management costs (not included in the 2016 Master Plan), and

e Reduced to account for four High-Priority projects that have been funded through other
sources.

The adjusted CIP is summarized in Table 1.
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Table 1 - Capital Improvement Program Costs

CIP Category P:;i‘: v “’L:;i::;e Prli-:t"’ivty Overall Cost
Conveyance S 1,600,000 $ 9,360,000 $ 9,180,000 S 20,140,000
System Extension - 510,000 3,860,000 4,370,000
Dry Wells - = 1,900,000 1,900,000
Problem Areas 1,130,000 3,210,000 840,000 5,180,000
Total Capital Needs $ 2,730,000 S 13,080,000 $ 15,780,000 S 31,590,000

Operations and Maintenance Program Needs

Operations and Maintenance (“O&M”) needs include staff costs for day-to-day maintenance and
engineering as well as the costs associated with regulatory compliance. The Master Plan recommends
1.7 Full-time Equivalent (FTE) in addition to other costs to meet the operational needs as well as the
regulatory requirements. In summary, the 2016 Master Plan estimated costs of $490,000 which have
been escalated to a 2018 value of $522,000 as shown below.

Table 2 — Operations and Maintenance Needs

Category Cost

Engineering Staff S 213,000
Maintenance Staff 181,000
Permit and Fees 107,000
Equipment 21,000
TOTAL Annual Cost S 522,000

Annual Revenne Requirement

Based upon the 2016 Master Plan, annual revenues must include costs for O&M, CIP and establishing
and maintaining an operational reserve. To determine an annual storm drainage fee amount, the
financial needs must be expressed as an annual revenue requirement. For O&M needs, the cost
estimates are already expressed in an annual format and can be assumed to increase at a predictable
rate over time. The same applies for an operational reserve. However, the CIP needs are expressed as
a series of lump sum present values and must be converted into an annual cost to form the basis for
an annual Storm Drainage fee. The user rates will vary depending on the financing approach taken.
Since the City has not yet determined the precise financing approach to be used, the Report evaluates
some alternatives for consideration.
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Comparison of Approaches
A comparative analysis was performed using a 30-year forecast horizon. User rates were calculated to
fund the O&M costs and complete the High- and Moderate-Priority projects. Assumptions included
the following:

e Only the High- and Moderate-Priority projects were included,

e User rate increases based on the Consumer Price Index were assumed to increase 2.6%
annually,
O&M costs were assumed to increase 3.0% annually,

Capital costs (for uncompleted projects) were assumed to escalate at 2.6% annually,
Debt issuance costs are assumed to be 2% of net proceeds,
A debt reserve is maintained equaling one year’s debt service,

Interest on debt is assumed to be 5%, and

An operating reserve is maintained at 20% of O&M costs.

Recommended Revenue

It is preferable to establish a financial program that provides for stable user rates while funding O&M,
CIP and operating reserves at the most efficient and understandable level. The combined
High/Moderate CIP is estimated in 2018 dollars to cost $15,810,000. That translates into an initial
annual revenue requirement of $611,000. The initial annual revenue requirement for O&M (including
NPDES permit compliance costs) is $522,000 from Table 2 above. The total revenue requirement for
Fiscal Year 2018-19 is $1,133,000. Table 3 below summarizes the revenue requirements.

Table 3 — Annual Revenue Requirements

Annual Revenue % of Annual

Req't Rev Req't
CIP - High / Moderate S 15,810,000 S 611,000 54%
O&M S 522,000 $ 522,000 46%

TOTAL S 1,133,000

Rate Schedule

The table below shows the rates for various categories of properties. Residential properties are broken
into four size categories and are charged “per parcel.” Non-residential properties are broken into
seven categories based on typical percentage of impermeable surface and are charged “per acre.” All
rates are shown as annual rates.
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Table 4 — Preliminary Rate Schedule

Proposed Fee

Land Use Category SFE Rate FY 2018-19

Single-Family Residential *

Small Under 9,000 s 0.21822 S 7200 perparcel
Medium 9,000 to 14500 s 1.00000 S 8800 perparcel
Large 14500 to 20000 s 1.14001 5 10032 perparcel
Extra Large over 20000 s 1.33630 5 11759 perparcel
Condoiminium 0.81822 S 7200 perparcel

Mon-Single-Family Residential **

Multi-Family Residential 6.50420 S 57237 peracre
Commercial / Retail / Industrial 7.46487 S B5691 peracre
Office 6.50420 S G72.37 peracre
Church / Institutional 5.06523 S 44574 peracre
School 417416 S 367.33 peracre
Park 0.42120 S 3707 perace
Vacant (developed) 0.42120 S 3707 perace
Open Space [ Agricultural exermpt

*SFRcategory also indudes duplex, triplex and four-plex units.

** Mon-SFR pamrel size is calculated to the tenth of an acre orportion thereof.

In addition to the rates shown above, the revenue would be deposited into a separate, restricted fund
(enterprise fund) that could only be used for storm water purposes. Other rate structure features would
include the following:
e Fiscal controls and accountability
O Annual audit
O Annual review by City Council
e Annual cost indexing
O Tied to CPI
0 Capped at 3%
O To be reviewed and determined annually by City Council
e Appeals procedure

e Allowance for a future Green Infrastructure incentive program
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The rate and fund structure as well as other features will be included in a new rate ordinance to be
adopted by City Council and voted on by property owners.

Commission Review

Staff presented the Stormwater Fee Report information to the Financial Commission at its September
17,2018 meeting. The Financial Commission recommended moving the program forward for Council
consideration and approval. Staff also presented the Stormwater/Cleanwater Program to the
Environmental Commission at its September 10,2018 meeting and the Commission provided input
on public education should the Council decide to move forward with initiating the proceeding for
establishing a new fee.

Next Steps

Two resolutions are attached for Council consideration. Resolution 2018-39 initiates the proceedings,
states the Fee Report is deemed sufficient and approved, details the annual amount of funds to be
collected, and describes the services, procedures, and other features of the Stormwater Fee Initiative.
Resolution 2018-40 establishes a set of procedures for conducting the ballot proceeding in accordance
with Proposition 218. If the City Council approves the attached resolutions and directs staff to move
forward with proceedings for the stormwater fee, the next steps will tentatively take place in
accordance with the below Stormwater Fee Adoption Timeline (dates subject to change):

Step Description Proposed Timeline

1 City Council approval of the Fee Report, October 9, 2018 Council meeting
establishing public hearing (protest hearing) date
and time, and authorizing the mailing of notices

2 Mailing of notices January 15, 2019

3 Conducting a protest hearing (no less than 45 days | March 12, 2019 Council meeting
after mailing of notices)

4 City Council authorizing mailing of ballots (if no March 12, 2019 Council meeting
50% protest exists)

5 Mailing of ballots (10 days after the Council March 22, 2019
authorization)

6 Tabulation of ballots after close of ballot period 45 days after the mailing of ballots

7 City Council certification of results of balloting, May 14, 2019 Council meeting
authorizing the fee structure if support is over 50%

8 Submitting levy to County Auditor/Controller if By August 2019
applicable

Staff, with support from the consultant, will conduct information outreach to the community in the
next few months through community meetings, key stakeholder presentations, city website, and
various social media channels.
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Options

1) Approve the structure of the Stormwater Fees and findings of the Stormwater Fee Report;
authorize staff to work in consultation with the City Attorney and the Rate Consultant to
finalize the Stormwater Fee Report with such changes deemed advisable and not altering the
structure of the Stormwater Fees; adopt Resolution 2018-39 initiating a proceeding to obtain
approval of a property-related fee conforming to Article XIII D, Section 6 of the Constitution;
adopt Resolution 2018-40 adopting ballot procedures for a property-related fee conforming
to Article XIII D, Section 6 of the Constitution

Advantages: Initiates proceedings for establishing a property-related fee to fund the
Stormwater Program

Disadvantages: Property owners will pay for a new fee if approved by voters
2) Do not approve the Stormwater Fee Report and associated resolutions
Advantages: No new property-related fee

Disadvantages: No secured and dedicated funding for the Stormwater Program

Recommendation
The staff recommends Option 1.

October 9, 2018 Page 9



CiTyoF Los ALTOS

DRAFT - STORMWATER FEE REPORT

SEPTEMBER 2018

PURSUANT TO THE ARTICLES XIIIC & D OF THE CALIFORNIA CONSTITUTION,
AND THE GOVERNMENT CODE SECTIONS 38900 — 38901 ET AL.

ENGINEER OF WORK:
SCIConsultingGroup
4745 MANGELS BOULEVARD
FAIRFIELD, CALIFORNIA 94534
PHONE 707.430.4300

Fax 707.430.4319
WWW.SCI-CG.COM

ATTACHMENT 1



CiTY oF Los ALTOS

PAGEI

CiTy COUNCIL

Jean Mordo, Mayor

Lynette Lee Eng, Vice Mayor
Jeannie Bruins, Councilmember
Jan Pepper, Councilmember
Mary Prochnow, Councilmember

CiTY MANAGER
Chris Jordan

PuBLIC WORKS DEPARTMENT
Susanna Chan, Director

CITY ATTORNEY
Christopher Diaz

ENGINEER OF WORK

Jerry Bradshaw, SCI Consulting Group

CiTY OF LoS ALTOS

DRAFT - STORMWATER FEE REPORT

SEPTEMBER 2018

ConsultingGroup



PAGE i

TABLE OF CONTENTS
INTRODUCTION AND EXECUTIVE SUMMARY ...cevieeisurissssssessessssssssssssssssesssssssssssnsssnssssssssssssssssness 1
OVERVIEW ...ttt ettt ettt et e et et e eee e et et e s et eete et e eeeenee e et eeeeaeeeneneeeeeenneneennes 1
CITY S FACILITIES .ttt ettt ettt ettt et et e et e et e ettt et et e eeeeeeeeeeeeeseneeeneeaneenees 1
STORMWATER FUNDING BACKGROUND ...ttt ettt eee ettt eeeeeeeeeeeeseeeenneaen e e 2
LEGAL REQUIREMENTS OF STORMWATER FEE ......ove ittt ettt eeee e 2
FACILITIES AND SERVICES ...ccueiesesssessesssssssssssssssssssssssssssssssssssssssssssssesssssssssssssssnssssssssssssssssness 3
FINANCIAL NEEDS AND REVENUE REQUIREMENTS .....uetseriseesssesssesssesssessssesssessnsssnsssssssssssssessnnss 4
STORMWATER MASTER PLAN NEEDS SUMMARY .....vtieeeeee et eeeeee et e e e eeeeeeaeeeeeseeeeeeaeeaeeas 4
ANNUAL REVENUE REQUIREMENT ...vee ettt ettt eeee e eea e e e e aeeeseeeaeeaseeeeeneeneeesneeneneens 5
RATE STRUCTURE ANALYSIS ..uuveeuesesssesessesssessessssssesssssssssssssessssssessesssssssssssssssssssssssesssssssssesses 8
SINGLE-FAMILY RESIDENTIAL PARCELS AS BENCHMARK .......covviviiiiiiiniisiccciian, 8
NON-SINGLE-FAMILY RESIDENTIAL PARCELS ........couiiriiriieiinicie e 9
Low IMPACT DEVELOPMENT AND POTENTIAL INCENTIVE PROGRAMS ......ovovvveeeeeeeeeeeeeeen 11
STORMWATER FEE CALCULATION «.ve sttt ettt e et e et e eeeseeeeeeeeeeeateeseeeseeeseeesenesseesseeneessenenns 11
ANNUAL COST INDEXING ..ottt ettt e et eeate et aeeeeeeereeeeeeeeaeeseeeeeeneesaeas 13
COLLECTION, MANAGEMENT AND USE OF STORMWATER FUNDS .....oovveeeeeeeeeeeeee e 13
APPENDICES ..uveeuvessesssssssssssesssssssssssssssssssssssssesssesssssssesssssssssssssssssssssssssssnsssnsssnsssssssssesssessnens 14
APPENDIX A — LIST OF HIGH- AND MODERATE-PRIORITY CIP PROJECTS ....eovveevvieeeae 14
APPENDIX B — FINANCING SCENARIOS ...ttt ettt eee et eeteeeeeseeeeeaeeeaneseeeseeeseneseeesnnnennes 16
APPENDIX C — PERCENTAGE OF IMPERVIOUS AREA SAMPLING RESULTS....vvvvveeveeveeeeeeene. 19
APPENDIX D — STORMWATER RATES FROM OTHER MUNICIPALITIES ...vveeeeeeeeeeeeesteeeeeee e 20
CITY OF Los ALTOS —
DRAFT - STORMWATER FEE REPORT ConsultingGroup

SEPTEMBER 2018



PAGE iii

LisT OF TABLES
TABLE 1 — CAPITAL IMPROVEMENT PROGRAM COSTS ....c.cviveriiieiereisieieree st 4
TABLE 2 — OPERATIONS AND MAINTENANCE PROGRAM NEEDS ........c.cooviuivcveieiieecicieie e, 5
TABLE 3 — COMPARISON OF ALTERNATIVE FINANCING APPROACHES .......c.cervrvivereiierereesierenenn, 7
TABLE 4 — ANNUAL REVENUE REQUIREMENTS FOR FY 2018-19.......coiiiicicceccccce e, 7
TABLE 5 — SUMMARY OF SINGLE-FAMILY RESIDENTIAL PARCELS ......coovivcvivereieieecicreveve e, 9
TABLE 6 — SUMMARY OF NON-SFR PARCELS.......ccoivctiiiiietie e 10
TABLE 7 — PROPOSED 2018-19 STORMWATER FEE SCHEDULE ......c.cvcveveiiirceeiereieiee e 12
TABLE 8 — HIGH PRIORITY CAPITAL IMPROVEMENT PROJECTS ......cviiiiiereecieievce e, 14
TABLE 9 — HYBRID APPROACH ......cveuiiievitiiieteie sttt e sttt bbb snesene s 16
TABLE 10 — PAY-AS-YOU-GO APPROACH ......cuiuiuiiiiiiietctetetetesessaese e ses s sae bbb es s 17
TABLE 11 — LONG-TERM DEBT APPROACH.......cveiiieteriisietese st e st sese s b sae s 18
TABLE 12 — PERCENTAGE OF IMPERVIOUS AREA SAMPLING RESULTS .....cocccvcvcierereiecceevevans 19
TABLE 13 — RECENT STORM DRAIN BALLOT MEASURES.......c.cvoviieiecieieieieceeeie e 20
TABLE 14 — SAMPLE OF RATES FROM OTHER MUNICIPALITIES......ccovivevereeieierceeieveve e, 21

CITY OF Los ALTOS e —

DRAFT - STORMWATER FEE REPORT ConsultingGroup

SEPTEMBER 2018



INTRODUCTION AND EXECUTIVE SUMMARY

OVERVIEW
The City of Los Altos (“City”) has engaged SCI Consulting Group to study, make
recommendations, and assist in the implementation of a funding approach for its municipal
separate storm sewer system! (“MS4”) including capital improvements, maintenance and
operations, and compliance to all state and federal regulations associated with the National
Pollutant Discharge Elimination System? (“NPDES”).

The City completed a Stormwater Master Plan in 2016 to better understand the condition
and capacity of this critical infrastructure system. The most recent comprehensive master
plan for the storm drain system had been in 1966 — 50 years earlier. Since that time, the
City has grown substantially, and the runoff characteristics have changed. In addition, the
City’s MS4 is now subject to an NPDES permit including a completely revamped approach
to how stormwater management is integrated with all other aspects of the natural and built
environments. The 2016 Master Plan outlined a Capital Improvement Program (“CIP”) that
identified $29 million of needed improvements to the current storm drainage system. This
Master Plan lays the foundation for review of the storm drain system, development of funding
strategies, public opinion surveys, and this Fee Report.

In 2017, the City embarked on a two-phase project to determine the feasibility of
implementing a dedicated, sustainable revenue stream to fund the City’s storm drainage
needs. Phase 1 included exploring potential funding sources, estimating user rate ranges
for various budget scenarios, and conducting a public opinion survey of Los Altos residents
and property owners to determine storm drain program priorities and willingness to pay.
Phase 1 is complete, and the City Council has embarked on Phase 2, implementation of a
funding mechanism. This Fee Report is the first task of Phase 2.

CITY’S FACILITIES
The City operates and maintains a storm drainage system, as empowered to do so per
Government Code Sections 38900 and 38901, and it is comprised of an integrated system
of storm drain pipes, culverts, ditches, dry wells and creeks. The City incorporated in 1952
and experienced most of its residential growth between 1950 and 1980. As the community
grew, the storm drainage system was developed along with the neighborhoods and the
business district while still maintaining many native creek segments. This development
pattern resulted in Los Altos preserving its rural tone, and its storm drainage infrastructure
is reflective of this rural character. This is evident by the many streets built without traditional
suburban curbs and gutters as well as the large number of open creek segments still running

1 In this report, the terms “storm sewer,” “storm drainage,” and “stormwater” are used
interchangeably, and are considered to be synonymous.

2 Created in 1972 by the Clean Water Act, the NPDES permit program is authorized to
state governments by EPA to perform many permitting, administrative, and enforcement
aspects of the program.
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through the City’s neighborhoods. Much of the City’s storm drainage system is made up of
pipes under City streets.

On average, the industry-standard life expectancy of a storm drain system is approximately
60 years. The majority of the City’s storm drain pipes were installed approximately 50 or
more years ago, and the system is approaching the end of its useful life. Moreover, some
of the drainage system has inadequate capacity.

STORMWATER FUNDING BACKGROUND

The City historically has funded its storm drainage activity primarily through the General
Fund. As a result, the capital expenditures have been very limited, and operations and
maintenance activities have been kept to a minimum level of service, mostly responding to
storm-related emergencies and basic regulatory compliance.

The scale and projected needs of the MS4 in a time of competing demands on the General
Fund point toward the need for developing a separate, dedicated and sustainable funding
stream. As with many other municipalities in California, the City is considering developing a
separate financial entity, or enterprise fund, to track revenues and expenditures separately
from other City functions — similar to an independent utility. This would also enable the City
to better set goals and track progress toward those goals. The Fee Report would be the first
step in that process, should the City decide to proceed.

This Report relies mainly on the 2016 Stormwater Master Plan for estimating the fiscal needs
of the Capital Improvement Plan (“CIP”) and Operations and Maintenance (“O&M”) needs.

LEGAL REQUIREMENTS OF STORMWATER FEE

This Report calculates the Stormwater Fee as a property-related fee. Property-related fees
are subject to the requirements of Articles XIIIC and D of the State Constitution, which were
approved by voters in 1996 through Proposition 218, as well as the Proposition 218 Omnibus
Implementation Act (Government Code Sections 53750 — 53758).
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FACILITIES AND SERVICES

The City operates and maintains a municipal separate storm sewer system (MS4) within the
City’s boundaries. The MS4 is made up of man-made drainage systems including, but not
limited to, curbs and gutters, ditches, culverts, pipelines, manholes, catch basins (inlets), dry
wells and outfall structures. The natural creek system that runs throughout the City serves
as the backbone of the City's MS4; however, maintenance of those creeks is the
responsibility of the Santa Clara Valley Water Department and is not considered part of the
City’'s MS4 in this financial analysis. The service area for the City’'s MS4 is the entire City.

The primary storm drainage service provided by the City is the collection, conveyance, and
overall management of the stormwater runoff from improved parcels. By definition, all
improved parcels that shed stormwater into the City’s MS4, either directly or indirectly utilize,
or are served by, the City’s storm drainage system. The need and necessity of this service
are derived from property improvements, which historically have increased the amount of
stormwater runoff from the parcel by constructing impervious surfaces such as rooftops,
pavement areas, and certain types of landscaping that restrict or retard the percolation of
water into the soil lens beyond the conditions found in the natural, or unimproved, state. To
the extent that a property is in a natural condition or includes features that contain all
increased runoff resulting from the property’s development, that property is exempted from
any MS4 service. As such, open space land (in a natural condition) and agricultural lands
that demonstrate stormwater absorption equal to or greater than natural conditions are
typically exempt.

The 2016 Stormwater Master Plan contains a thorough set of maps and lists of various
elements within the MS4. Those descriptions are the basis for this Report.
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FINANCIAL NEEDS AND REVENUE REQUIREMENTS

STORMWATER MASTER PLAN NEEDS SUMMARY

CAPITAL IMPROVEMENT PROGRAM NEEDS
The 2016 Stormwater Master Plan identified a CIP totaling $29 million worth of
improvements and repairs, with $3.8 million categorized as High-Priority and $11.5 million
as Moderate-Priority. These amounts have been adjusted in the three following ways:
= Increased 7.1% for inflation?,
= Increased 7% for program management costs* (not included in the 2016 Master
Plan), and
= Reduced to account for four High-Priority projects that have been funded through
other sources.
The adjusted CIP is summarized in Table 1 below. More detailed information about the
High- and Moderate-Priority projects is contained in Appendix A.

TABLE 1 — CAPITAL IMPROVEMENT PROGRAM COSTS

CIP Category Pr:fi[: v NII:::’ i::;e Prli-::w Overall Cost
Conveyance S 1,600,000 S 9,360,000 $ 9,180,000 $ 20,140,000
System Extension - 510,000 3,860,000 4,370,000
Dry Wells - - 1,900,000 1,900,000
Problem Areas 1,130,000 3,210,000 840,000 5,180,000
Total Capital Needs $ 2,730,000 $ 13,080,000 $ 15,780,000 $ 31,590,000

OPERATIONS AND MAINTENANCE PROGRAM NEEDS

Operations and Maintenance (“O&M”) needs include staff costs for day-to-day maintenance
and engineering needs as well as the costs associated with regulatory compliance. The City
currently budgets 0.5 full-time-equivalent (FTE) maintenance worker and 0.5 FTE engineer
positions to operate and manage the MS4. The Master Plan also recommends increasing
the net 1.0 FTE to at least 1.7 FTE in addition to other costs to meet the operational needs
as well as the regulatory requirements in the State’s Construction General Permit and the
EPA’'s NPDES permit. In summary, the Master Plan estimates costs of $490,000. These
are summarized in Table 2 below. Again, these amounts have been adjusted for inflationd
from the Master Plan year (2016).

3 Based on the Engineering News Record’s Construction Cost Index increase for two years.
4 Program management is projected to be in the form of contracted staff augmentation.
This is estimated at one-half fulltime equivalent at $200 per hour for a duration of 5 years.
5 A 6.6% increase was estimated based on the San Francisco Bay Area Consumer Price
Index for two years.
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TABLE 2 — OPERATIONS AND MAINTENANCE PROGRAM NEEDS

Category Cost

Engineering Staff S 213,000
Maintenance Staff 181,000
Permit and Fees 107,000
Equipment 21,000
TOTAL Annual Cost S 522,000

ANNUAL REVENUE REQUIREMENT

Based upon the 2016 Master Plan, annual revenues must include costs for O&M, CIP and
establishing and maintaining an operational reserve®. In order to determine an annual
Stormwater Fee amount, the financial needs must be expressed as an annual revenue
requirement. For O&M needs, the cost estimates are already expressed in an annual format
and can be assumed to increase at a predictable rate over time. The same applies for an
operational reserve. However, the CIP needs are expressed as a series of lump sum
present values and must be converted into an annual cost in order to form the basis for an
annual Stormwater Fee. The user rates will vary depending on the financing approach
taken. Since the City has not yet determined the precise financing approach to be used, this
Report evaluates some alternatives for consideration.

DeBT-DRIVEN APPROACH

A typical way to fund capital projects is to incur debt to raise funds immediately to build the
projects first and pay for them over time through debt payments. This accomplishes two
critical objectives: Deficiencies in the infrastructure are addressed immediately, and the
property owners paying the rates do not have to wait 10, 20 or 30 years to benefit from their
years of paying for the improvements.

This requires several assumptions and must include the interplay between revenues, O&M
costs and reserve amounts. One constraint on the overall analysis is that, due to the
requirement to put rate increases to a ballot measure, revenues for a stormwater program
are typically set at an initial level and increase at a predictable indexed rate’ over the life of
the fee structure. For that reason, long-term debt — which is typically structured with a level
annual debt service — complicates a 30-year plan. Shorter-term (10-year or less) debt
issuances can level this out somewhat but can increase debt issuance costs. In some cases,

6 Operation reserves equal to 20% of annual operating costs (or O&M costs) are
recommended.

7 Formulaic escalation such as annual increases based on the Consumer Price Index are
allowed under the law, provided they are included in the original ballot measure.
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long-term debt service can be structured to increase over time to better match the fiscal
reality of an enterprise fund.

PAY As You Go APPROACH

Another option is a pay-as-you-go (‘PAYGo”) approach whereby capital projects are
constructed as sufficient revenues are collected. While this avoids incurring debt or its
associated costs, construction costs invariably increase over time — sometimes at rates
higher than debt interest costs. One additional drawback to this approach is that not all
projects are built at the beginning of the 30-year period, but rather construction is spread
over that entire time. The costs of this factor are difficult to quantify — they are more
qualitative.

HYBRID APPROACH

There are myriad ways to finance a complex CIP such as this. The single, long-term debt
issuance is one extreme, and the PAYGo is the other extreme. A more likely scenario may
be a hybrid option where the High-Priority CIP may be completed on a PAYGo plan (first five
years) and a series of 10-year debt issuances combined with a modest PAYGo set of
projects (years 6 — 25) and PAYGo for the remaining five years. This also provides a hybrid
project delivery schedule — one that may better resemble the real-world capabilities of a
small city to deliver a multi-million dollar set of projects.

COMPARISON OF APPROACHES

A comparative analysis was performed using a 30-year forecast horizon®. User rates were
calculated to fund the O&M costs and complete the High-, and Moderate-Priority projects.
Assumptions included the following:
= Only the High- and Moderate-Priority projects were included?®,
= User rate increases based on the Consumer Price Index were assumed to increase
2.6% annually,
= O&M costs were assumed to increase 3.0% annually',
= Capital costs (for uncompleted projects) were assumed to escalate at 2.6%
annually'?,
= Debt issuance costs are assumed to be 2% of net proceeds’s,
= A debt reserve is maintained equaling one year's debt service,
= |nterest on debt is assumed to be 5%4, and

8 A 30-year financing horizon matches the financial analysis contained in the 2016 Master
Plan.

9 Including the Low-Priority projects, increased user rates were far outside the range found
acceptable in the community survey performed by SCI Consulting Group in 2018.

10 The average CPI since 1990 is 2.7%, but with an annual cap of 3% some of that will not
be realized. Used 2.6% as default.

11 Typical assumed inflation value for personnel, materials, equipment and utility costs.

12 Equal to the average Construction Cost Index (Engineering News Record) since 1990.
13 From the Los Altos Stormwater Master Plan.

14 From the Los Altos Stormwater Master Plan.
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= An operating reserve is maintained at 20% of O&M costs.

Table 3 below shows the comparative results of the three approaches. Details of these
calculations are contained in Appendix B.

TABLE 3 — COMPARISON OF ALTERNATIVE FINANCING APPROACHES

Approach Long-Term Debt PAYGo Hybrid
Beginning Rate * (average SFR**) S 129 S 86 S 88
Ending Rate * (average SFR**) S 185 S 181 S 185
Cummulative Revenue*** (millions) S 59.2 S 494 S 51.7

* Beginning and ending rates are computed by dividing the revenue of each year (shown in
Appendix B, Tables 9, 10 and 11) by the total number of SFEs (or 12,880)

** SFR stands for Single Family Residential

*** Cummulative revenue is the sum of revenues shown in Appendix B, Tables 9, 10 and 11

RECOMMENDED REVENUE REQUIREMENTS

It is preferable to establish a financial program that provides for stable user rates while
funding O&M, CIP and operating reserves at the most efficient and understandable level.
The long-term debt approach starts at a higher rate and requires more cumulative revenue
overall. In addition, the user rate would be structured in a bifurcated manner resulting in
more confusion to the rate payer. The PAYGo and hybrid approaches produced almost
identical results with both employing a steady and understandable rate progression. The
hybrid approach represents the most versatile structure, allowing the City to maneuver the
financial marketplace most easily. For that reason, the revenue requirements for this Report
will be based on the hybrid approach.

The combined High/Moderate CIP is estimated in 2018 dollars to cost $15,810,000. From
the hybrid analysis, that translates into an initial annual revenue requirement of $611,000.
The initial annual revenue requirement for O&M (including NPDES permit compliance costs)
is $522,000 from Table 2 above. The total revenue requirement for Fiscal Year 2018-19 is
$1,133,000. Table 4 below summarizes the revenue requirements.

TABLE 4 — ANNUAL REVENUE REQUIREMENTS FOR FY 2018-19

Annual Revenue % of Annual

Element Req't Rev Req't
CIP - High / Moderate S 15,810,000 S 611,000 54%
O&M S 522,000 S 522,000 46%
TOTAL S 1,133,000
CITY OF Los ALTOS s ————
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RATE STRUCTURE ANALYSIS

Proposition 218 states that the amount of a fee upon any parcel shall not exceed the
proportional costs of the service attributable to the parcel. It also states that no fee may be
imposed for a service unless that service is actually used by, or immediately available to,
the owner of the property. As noted earlier, all properties that shed stormwater into the City’s
MS4 are served by that system. In compliance with Proposition 218, the Stormwater Fee will
only be imposed on properties that shed water into the City’'s MS4 system. Additionally, the
amount of use attributed to each parcel is proportionate to the amount of stormwater runoff
contributed by the parcel, which is, in turn, proportionate to the amount of impervious surface
area on a parcel (such as building roofs and pavements).

SINGLE-FAMILY RESIDENTIAL PARCELS AS BENCHMARK

The most widely used method of setting storm drainage rates'® is to use the average or
median single-family residential parcel'® (“SFR”) as the basic unit of measure, or benchmark,
which is called the single-family equivalent, or “SFE.” Since the metric for this fee structure
is impervious surface area, a benchmark amount of impervious surface area (‘ISA”) must
be established.

Los Altos has a wide range of sizes of SFR parcels, which have varying levels of percentage
of impervious area (“%IA”). Generally, smaller parcels tend to have a higher proportion of
impervious area than larger parcels which tend to have a lower percentage of impervious
area. (This can be best visualized by the fact that larger residential properties tend to have
alarger proportion of pervious landscaping, and therefore a smaller proportion of impervious
area.) Therefore, the range of SFR was broken into four size categories as shown in Table
5 below with the medium category containing the largest number of parcels. A random
sample of 213 parcels in that size category was selected, and the ISA of each sample parcel
was measured using aerial photographs. The median ISA is 5,171 square feet, which will be
used as the benchmark (1 SFE) for all other size categories and other non-residential land
uses.

5,171 square feet of ISA = SFE

This becomes the basis for calculating the SFEs for all other types of land uses. In order to
accomplish this, a representative sample of each land use category was studied through
aerial photographs to measure the actual ISA, which was, in turn, used to calculate the %IA

15 Stormwater Utility Survey, 2017, page 2, Western Kentucky University.

16 The SFR category also includes multiplex parcels of two, three or four units, since the
lot development characteristics do not vary significantly from the SFR parcels of similar
size. In all, this includes the 73 multiplex parcels in the City, which were distributed to the
same four parcel size categories as the other SFRs. Any residential structure with five or
more units is categorized as multi-family residential (“MFR”), which is calculated
separately.
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for each land use category (see Appendix C). The SFE per parcel is a simple ratio of the
median ISA for each category to the ISA (5,171 sf) for the benchmark category of medium-
sized parcels as shown in the following formula:

Median ISA
5171

SFE per Parcel =

SPECIAL NOTES ON CONDOMINIUMS

Condominium units are particularly difficult to categorize as they are often on very small
individual parcels yet share larger common areas that are made up of landscaped (pervious)
areas; parking lots and shared roofs (impervious); and other recreational uses (either
pervious or impervious). The data for these variables is not readily available, so it is
assumed that overall, their characteristics were most similar to the small lot makeup.
Overall, condominium units are smaller than the average SFR, and may include two or more
stories of residences in some cases. When combined with the various common areas (which
were exempted from the SFE process), the overall effect would be less runoff impact than
the median size SFR. Thus, the small SFR rate was used.

Table 5 below shows a summary of the SFEs for single-family residential parcels.

TABLE 5 — SUMMARY OF SINGLE-FAMILY RESIDENTIAL PARCELS

# of Median  SFE per

Lot Type Parcel Size Range Parcels*  Acres*  ISA(sf) **  Parcel
Acres Square Footage
Small under 0.21 under 9,000 871 138.59 4,231 0.82
Medium 0.21 to 0.33 9,000 to 14,500 7,032 1,758.24 5,171 1.00
Large 0.34 to 045 14,500 to 20,000 973 376.06 5,895 1.14
Very Large over 0.45 over 20,000 519 322.75 6,910 1.34
Condos Considered to be same as Small Lots 1,053 37.86 na 0.82
TOTAL 10,448  2,633.50

* # of Parcels and Acres do not factor into the basis of the SFE calculation; they are shown for informational purposes only.

** From Table 12, Appendix C.

NON-SINGLE-FAMILY RESIDENTIAL PARCELS

Unlike the SFR parcels, the non-SFR parcels can vary widely in size as well as
characteristics. For this reason, the parcels have been grouped into land use categories
according their %IA characteristics (as shown in Appendix C) so that the SFE-per-acre can
be computed for each category using the following formula:

(43,560 sf/ acre) x % | A

= FE per Acr
5171 sf SFE per Acre
CiTY OF LOoS ALTOS L —
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where 5,171 square feet is the amount of ISA in one SFE.

Table 6 below shows a summary of the non-single-family parcel SFEs for each non-SFR
land use category.

TABLE 6 — SUMMARY OF NON-SFR PARCELS

# of % Imperv  SFE per
Land Use Category Parcels * Acres * Area ** Acre
Multi-Family (Apartments) 22 22.30 77.2% 6.50
Commercial / Retail / Industrial 216 78.84 88.6% 7.46
Office 303 67.26 77.2% 6.50
Church / Institutional 25 64.70 60.1% 5.07
School 14 172.21
Park 14 32.07 5.0% 0.42
Vacant (developed) 94 53.03 5.0% 0.42
Open Space / Agricultural 98 na Exempt
TOTAL 786 490.41

* Aggregate # of Parcels and Acres do not factor into the basis of the SFE calculation; they are shown for
informational purposes only.

** %IA is from Table 12, Appendix C.

Each individual parcel's SFE is then calculated by multiplying the parcel size (in acres!?)
times the SFE/acre for that land use category, as shown in the following formula:

Parcel Size (acres) x SFE per Acre = SFE

DEVELOPED VACANT PARCELS

Developed vacant parcels are distinguished from undeveloped vacant land by one of several
characteristics. Typically, a developed vacant parcel has been graded to be ready for
building construction (possibly as part of the original subdivision or adjacent street grading).
In some cases, the parcel was previously improved, but the improvement has been removed.
Although developed vacant parcels may have significant vegetative cover, the underlying
soil conditions resulting from grading work can usually cause some rainfall to runoff into the
storm drainage system. The %IA for developed vacant parcels is reasonably assumed to be
5%, which is also used as a minimum value of imperviousness for any property. Vacant
parcels that have significant impervious paving remaining from prior improvements may be
classified as Commercial or some other classification best representing the %IA of the
parcel.

17 Parcel size for non-SFR parcels is calculated to the tenth of an acre or portion thereof.
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OPEN SPACE AND AGRICULTURAL PARCELS ARE EXEMPT

The City's MS4 was developed in response to land development over the past several
decades. Tracts of land that have not yet been developed, or have been used primarily for
agricultural purposes, have not created an impact on the Drainage system beyond the
natural condition, and are therefore considered to receive no service from the MS4. In
practical terms, these parcels generate no additional storm runoff beyond the natural
condition. For these reasons, open space and agricultural parcels are exempt from the
Stormwater Fee.

Los Altos is a City with some open space land that may be situated on portions of developed
parcels. For parcels that have a significant portion that is considered open space (or
agricultural), those open space portions have been taken into consideration in the
calculations of the %IA and SFEs.
= For SFR parcels, these open space lands have been included in the sampled lot
size when calculating the average %IA, which produced a lower %IA for the extra-
large parcels, and, thus, a lower SFE and Fee to accommodate the open space
areas.
= For non-SFR parcels the fees are calculated on individual acreage. However, the
open space portion has been deducted from the parcel’s acreage prior to all analysis
including %IA as well as SFE and fee calculations.

Low IMPACT DEVELOPMENT AND POTENTIAL INCENTIVE PROGRAMS

The current NPDES Permit requires certain properties to construct stormwater treatment
and attenuation facilities, also known as low impact development (“LID”). These facilities are
typically designed to capture a portion of the storm flows, retain them, and enable them to
infiltrate into the ground. While this is intended to help filter pollutants from the water, it also
can reduce the parcel’s stormwater runoff quantity to some extent, which in turn can reduce
a parcel’'s impact on the City’s storm drainage system. In addition to NPDES-required LID,
other parcel owners may elect to follow LID guidelines voluntarily.

For parcels utilizing LID, it may make sense for the City to reduce a parcel’s user fee by an
amount commensurate with its reduced impact on the City’s MS4. However, data is not yet
available to correlate a parcel’s LID to its effect on the MS4. In the coming year, the City will
be developing its Green Infrastructure Plan, which may include data that could support a fee
reduction calculation. Such a fee reduction could in turn become an incentive for non-
regulated parcels to voluntarily implement LID, thereby further reducing the City’s overall
MS4 burden.

STORMWATER FEE CALCULATION

The primary metric in this analysis is the SFE as illustrated above. To arrive at the fee
amount for the various land use categories, the total SFEs must be divided into the revenue
requirement to arrive at the rate per SFE. Using the analysis above, that calculation is
represented by the following formula:
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Annual Revenue Req't
Total SFEs

= SFE Rate

Or, using numbers from the analysis:

$1,133,000
12,880.000

$88.00 per SFE

This SFE rate amount is then multiplied by the SFEs per parcel or acre for the various land
use categories to arrive at the Stormwater Fee Rate Schedule shown in Table 7 below.

TABLE 7 - PROPOSED 2018-19 STORMWATER FEE SCHEDULE

Proposed Fee
Land Use Category SFE Rate FY 2018-19

Single-Family Residential *

Small Under 9,000 sf 0.81822 S 72.00 per parcel
Medium 9,000 to 14,500 sf 1.00000 S 88.00 per parcel
Large 14,500 to 20,000 sf 1.14001 S 100.32 per parcel
Extra Large over 20,000 sf 1.33630 S 117.59 per parcel
Condominium 0.81822 S 72.00 per parcel

Non-Single-Family Residential **

Multi-Family Residential 6.50420 S 57237  peracre
Commercial / Retail / Industrial 7.46487 S 656.91  peracre
Office 6.50420 S 57237  peracre
Church / Institutional 5.06523 S 44574  peracre
School 4.17416 S 367.33  peracre
Park 0.42120 S  37.07 peracre
Vacant (developed) 0.42120 S 37.07 peracre
Open Space / Agricultural exempt

* SFR category also includes duplex, triplex and four-plex units.

** Non-SFR parcel size is calculated to the tenth of an acre or portion thereof.

The specific assumptions utilized in this Report, the specific CIP projects listed, and the
division of revenues and expenses between the two primary categories (CIP and O&M) are
used as a reasonable model of future revenue needs and are not intended to be binding on
future use of funds.
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ANNUAL COST INDEXING

The Stormwater fees are subject to an annual adjustment tied to the Consumer Price Index-
U for the San Francisco, Oakland, Hayward Area as of December of each succeeding year
(the “CPI"), with a maximum annual adjustment not to exceed 3%. Any change in the CPI
in excess of 3% shall be cumulatively reserved as the “Unused CPI” and shall be used to
increase the maximum authorized rate in years in which the CPI is less than 3%. The
maximum authorized rate is equal to the maximum rate in the first fiscal year the Fee was
approved adjusted annually by the lower of either 3% or the change in the CPI plus any
Unused CPI as described above.

COLLECTION, MANAGEMENT AND USE OF STORMWATER FUNDS

The City may collect the Stormwater Fees in the same manner as the annual property taxes
on each parcel subject to the fee. The City shall also deposit into a separate account(s) all
Stormwater Fee revenues collected and shall appropriate and expend such funds only for
the purposes authorized by this Report. The specific assumptions utilized in this Report, the
specific CIP projects listed, and the division of revenues and expenses between the two
primary categories (CIP and O&M) are used as a reasonable model of future revenue needs
and are not intended to be binding on future use of funds.

Dated: September 28, 2018

Engineer of Work
By
Jerry Bradshaw, License No. C48845
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APPENDICES

APPENDIX A - LIST OF HIGH- AND MODERATE-PRIORITY CIP PROJECTS

Table 8 below lists the High- and Moderate-Priority projects from the 2016 Stormwater
Master Plan that are used as the basis of the Stormwater Fee. The 2018 cost column
includes an escalation factor of 7.1% plus an additional 7.0% added for program
management costs not included in the 2016 Plan.

TABLE 8 — HIGH PRIORITY CAPITAL IMPROVEMENT PROJECTS

Project Name Location Description Project No. 2016 Cost 2018 Cost
HIGH PRIORITY Remedy Significant Flooding to Protect Property and Commerce
Milverton .
Road 600 block 770' Pipe, Drywells, Inlets AD_PA 1002 S 410,000 ok
Deodora 240' Pipe, Manhole PS_CNV_001 220,000 S 250,000
Fremont 1,330' Pipe, Manhole PS_CNV_002 950,000 1,080,000
Stonehaven 280' Pipe, 3 Manholes PS_CNV_003 240,000 270,000
Woods Lane  CitationDr 36" Trash Rack or Inlet PS_PA 1001 220,000 250,000
Improve Channel, New
Stonehaven 2100 block PS_PA_1002 770,000 880,000
Trash Rack
Lo SierraVentura _.
Windimer o Ditch Improvements PL_PA_1003 460,000 o
Trash Capt Install Trash Capt
ras. apture City-wide ns ? rash Capture RC_10 400,000 xs
Devices Devices
Green
Gl Plan Development RC_02 150,000 ok
Infrastructure
High Priority Subtotal $ 3,820,000 S 2,730,000

Table continues on following page

*** These projects have been previously funded by other sources, and are not included
in the revenue needs for purposes of this report.
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Project Name Location Description Project No. 2016 Cost 2018 Cost

MODERATE PRIORITY Reduce Less Significant Flood Risks During More Extreme Events
Loucks 1,970' Pipe, 8 Manholes ~ AD_CNV_001 1,720,000 S 1,960,000
Shasta St Concrete Pipe, Manhole ~ AD_EX_015 450,000 510,000
Summerhill  S. El Monte 200' Pipe, 2 Inlets AD_PA_1000 200,000 230,000
Edith 5,270' Pipe, 20 Manholes  HA_CNV_002 410,000 470,000
Renetta 580' Pipe, 2 Manholes HA_CNV_005 3,880,000 4,430,000
Springer Rd 370 Pipe, 5 Manholes HA_PA_1000 240,000 270,000
Sunshine Dr Reconstruct 2 Inlets HA_PA_1001 150,000 170,000

Replace Drywell, 880' Pipe,

k HA_PA 1002 4
Oakwood Ct 5 Inlets, 5 Manholes _PA_100 90,000 560,000
Replace 6 Drywells, 2,130'
P D PM_PA_1000 1,100,000 1,260,000
ayne & Pipe, 6 Inlets, 9 Manholes - -
Loma Prieta Ct Lower Inlet PM_PA_1001 30,000 30,000
Arboretum 1,570' Pipe, 21 Manholes  PS_CNV_004 1,550,000 1,770,000
Oak Ave 880' Pipe, 7 Manholes PS_CNV_005 640,000 730,000
Dallas Ct 1600 block 1Inlet, 1 Manholes PL_PA_1001 200,000 230,000
RanchitaDr  Julie Ln Replace Inlet PS_PA_1004 110,000 130,000
480' Pipe, 2 Inl
Cedar Pl Redwood Dr 0 N1Pe, 2lnlets, 3 PS_PA_1005 140,000 160,000
Manholes
Foothill Exp  El Cereno Ave 1linlet ST_PA_1000 150,000 170,000
Moderate Priority Subtotal 11,460,000 $ 13,080,000
TOTAL COST $15,280,000 $ 15,810,000
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APPENDIX B — FINANCING SCENARIOS
TABLE 9 — HYBRID APPROACH

[ Revenues || Expenses | Remaining Capital Need

FY End Begin Bal Revenue o&m Capital Debt End Bal High Moderate

2019 - 1,133,440 522,000 507,040 104,400 2,730,000 13,080,000
2020 104,400 1,162,909 537,660 622,117 107,532 2,280,757 13,420,080
2021 107,532 1,193,145 553,790 636,129 110,758 1,701,764 13,769,002
2022 110,758 1,224,167 570,403 650,441 114,081 1,093,341 14,126,996
2023 114,081 1,255,995 587,516 397,325 385,235 454,416 14,494,298
2024 385,235 1,288,651 605,141 190,000 719,722 159,024 58,575 9,744,298
2025 159,024 1,322,156 623,295 - 719,722 138,163 9,802,710
2026 138,163 1,356,532 641,994 - 719,722 132,979 10,057,580
2027 132,979 1,391,802 661,254 11,000 719,722 132,805 10,319,077
2028 132,805 1,427,989 681,092 23,000 719,722 136,981 10,576,087
2029 136,981 1,465,116 701,524 40,000 719,722 140,851 10,827,468
2030 140,851 1,503,209 722,570 57,000 719,722 144,769 11,067,942
2031 144,769 1,542,293 744,247 74,000 719,722 149,093 11,297,226
2032 149,093 1,582,393 766,575 91,000 719,722 154,189 11,515,030
2033 154,189 1,623,535 789,572 106,000 719,722 162,430 11,721,055
2034 162,430 1,665,747 813,259 - 852,011 162,907 5,271,055
2035 162,907 1,709,056 837,657 15,000 852,011 167,296 5,408,102
2036 167,296 1,753,492 862,786 33,000 852,011 172,990 5,533,323
2037 172,990 1,799,082 888,670 53,000 852,011 178,392 5,643,331
2038 178,392 1,845,858 915,330 74,000 852,011 182,910 5,735,680
2039 182,910 1,893,851 942,790 93,000 852,011 188,960 5,808,884
2040 188,960 1,943,091 971,074 114,000 852,011 194,966 5,864,497
2041 194,966 1,993,611 1,000,206 136,000 852,011 200,361 5,900,010
2042 200,361 2,045,445 1,030,212 157,000 852,011 206,583 5,913,874
2043 206,583 2,098,627 1,061,119 180,000 852,011 212,081 5,906,553
2044 212,081 4,473,868 1,092,952 3,374,407 218,590 5,875,443
2045 218,590 2,209,174 1,125,741 1,076,876 225,148 2,566,063
2046 225,148 2,266,612 1,159,513 1,100,345 231,903 1,527,907
2047 231,903 2,325,544 1,194,298 1,124,289 238,860 438,678
2048 238,860 2,386,009 1,230,127 1,148,716 246,025 (703,437)

Table Notes:
= Interest and escalation factors are as listed on Page 6 of this Report.
= 10-yr Debt issuance in FY 2023-24 is for $4.75 million in proceeds.
= 10-yr Debt issuance in FY 2033-34 is for $6.45 million in proceeds.

= Revenuein FY 2043-44 is spiked upward as the bond reserve fund (not shown)
is transferred into the operating fund.
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TABLE 10 — PAY-AS-YOU-GO APPROACH

] Revenues | | Expenses | Remaining Capital Needs|
FYEnd | | Begin Bal Revenue 0&M CIP High ~ CIP Mod End Bal High Moderate
2019 - 1,107,680 522,000 481,280 - 104,400 | | 2,730,000 13,080,000
2020 104,400 1,136,480 537,660 595,688 107,532 | | 2,307,187 13,420,080
2021 107,532 1,166,028 553,790 609,012 110,758 | | 1,755,998 13,769,002
2022 110,758 1,196,345 570,403 622,619 114,081 1,176,807 14,126,996
2023 114,081 1,227,450 587,516 568,598 70,209 = 115,208 568,598 14,494,298
2024 115,208 1,259,364 605,141 648,402 121,028 - 14,799,115
2025 121,028 1,292,107 623,295 - 665,181 124,659 14,518,631
2026 124,659 1,325,702 641,994 679,968 = 128,399 14,213,640
2027 128,399 1,360,170 661,254 695,064 132,251 13,885,548
2028 132,251 1,395,534 681,092 710,475 136,218 13,533,436
2029 136,218 1,431,818 701,524 726,207 140,305 13,156,358
2030 140,305 1,469,046 722,570 742,266 144,514 12,753,334
2031 144,514 1,507,241 744,247 758,658 148,849 12,323,356
2032 148,849 1,546,429 766,575 775,389 153,315 11,865,380
2033 153,315 1,586,636 789,572 792,465 157,914 11,378,330
2034 157,914 1,627,889 813,259 809,892 162,652 10,861,098
2035 162,652 1,670,214 837,657 827,678 = 167,531 10,312,537
2036 167,531 1,713,639 862,786 845,827 = 172,557 9,731,466
2037 172,557 1,758,194 888,670 864,347 177,734 9,116,665
2038 177,734 1,803,907 915,330 883,245 183,066 8,466,878
2039 183,066 1,850,809 942,790 902,527 = 188,558 7,780,808
2040 188,558 1,898,930 971,074 922,199 = 194,215 7,057,116
2041 194,215 1,948,302 1,000,206 942,269 200,041 6,294,425
2042 200,041 1,998,958 1,030,212 962,744 206,042 5,491,312
2043 206,042 2,050,931 1,061,119 983,631 212,224 4,646,310
2044 212,224 2,104,255 1,092,952 1,004,936 218,590 3,757,909
2045 218,590 2,158,965 1,125,741 1,026,667 225,148 2,824,550
2046 225,148 2,215,099 1,159,513 1,048,831 231,903 1,844,628
2047 231,903 2,272,691 1,194,298 1,071,436 238,860 816,487
2048 238,860 2,331,781 1,230,127 1,094,488 246,025 (261,577)

Table Notes
= Interest and escalation factors are as listed on Page 6 of this Report.
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TABLE 11 — LONG-TERM DEBT APPROACH

| Revenues | | Expenses
FY End Begin Bal O&M Rev CIP Rev TOTAL Rev O&M Debt Pmt End Bal
2019 - 521,833 1,140,566 1,662,399 522,000 104,400
2020 104,400 540,792 1,140,566 1,681,358 537,660 1,140,566 107,532
2021 107,532 557,016 1,140,566 1,697,581 553,790 1,140,566 110,758
2022 110,758 573,726 1,140,566 1,714,292 570,403 1,140,566 114,081
2023 114,081 590,938 1,140,566 1,731,504 587,516 1,140,566 117,503
2024 117,503 608,666 1,140,566 1,749,232 605,141 1,140,566 121,028
2025 121,028 626,926 1,140,566 1,767,492 623,295 1,140,566 124,659
2026 124,659 645,734 1,140,566 1,786,300 641,994 1,140,566 128,399
2027 128,399 665,106 1,140,566 1,805,672 661,254 1,140,566 132,251
2028 132,251 685,059 1,140,566 1,825,625 681,092 1,140,566 136,218
2029 136,218 705,611 1,140,566 1,846,177 701,524 1,140,566 140,305
2030 140,305 726,779 1,140,566 1,867,345 722,570 1,140,566 144,514
2031 144,514 748,583 1,140,566 1,889,148 744,247 = 1,140,566 148,849
2032 148,849 771,040 1,140,566 1,911,606 766,575 1,140,566 153,315
2033 153,315 794,171 1,140,566 1,934,737 789,572 1,140,566 157,914
2034 157,914 817,996 1,140,566 1,958,562 813,259 1,140,566 162,652
2035 162,652 842,536 1,140,566 1,983,102 837,657 1,140,566 167,531
2036 167,531 867,812 1,140,566 2,008,378 862,786 1,140,566 172,557
2037 172,557 893,847 1,140,566 2,034,412 888,670 1,140,566 177,734
2038 177,734 920,662 1,140,566 2,061,228 915,330 1,140,566 183,066
2039 183,066 948,282 1,140,566 2,088,848 942,790 1,140,566 188,558
2040 188,558 976,731 1,140,566 2,117,296 971,074 1,140,566 194,215
2041 194,215 1,006,032 1,140,566 2,146,598 1,000,206 1,140,566 200,041
2042 200,041 1,036,213 1,140,566 2,176,779 1,030,212 1,140,566 206,042
2043 206,042 1,067,300 1,140,566 2,207,865 1,061,119 1,140,566 212,224
2044 212,224 1,099,319 1,140,566 2,239, 884" 1,092,952 1,140,566 218,590
2045 218,590 1,132,298 1,140,566 2,272,864 1,125,741 1,140,566 225,148
2046 225,148 1,166,267 1,140,566 2,306,833 1,159,513 1,140,566 231,903
2047 231,903 1,201,255 1,140,566 2,341,821 1,194,298 1,140,566 238,860
2048 238,860 1,237,293 1,140,566 2,377,859 1,230,127 1,140,566 246,025
Table Notes

Interest and escalation factors are as listed on Page 6 of this Report.

Debt Reserve Fund balance (not shown) is used to make 30th debt payment.

Capital expenses are off-budget and are assumed expended in the first few
years with minimal interest earnings.
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APPENDIX C — PERCENTAGE OF IMPERVIOUS AREA SAMPLING RESULTS

For most land use categories, a sample of parcels was analyzed using aerial photography
and other data to determine the average percentage of impervious area (“%IA”). Table 12
below shows the results of that analysis.

TABLE 12 — PERCENTAGE OF IMPERVIOUS AREA SAMPLING RESULTS

Total Acres

# of # Parcels Total Acres Impervious Imprervious
Land Use Category Parcels Analyzed Sampled Area Area®

Single-Family Residential

Small Under 9,000 sf 871 27 4.20 2.47 4,231 sf
Medium 9,000 to 14,500 sf 7,032 213 54.23 25.64 5,171 sf
Large 14,500 to 20,000 sf 973 40 15.83 5.64 5,895 sf
Extra Large over 20,000 sf 519 40 29.30 7.02 6,910 sf
Condominium ® 1,053 not sampled

Non-Single-Family Residential

Multi-Family Residential 22 18 9.61 7.42 77.21%
Commercial / Retail / Industrial 216 41 26.00 23.04 88.62%
Office 303 not sampled
Church / Institutional 25 14 60.32 36.27 60.13%
School 14 11 144.88 71.79 49.55%
Park ® 14 not sampled
Vacant (developed) ° 94 not sampled
TOTAL 11,136 404 344.37 179.29 na

A For Residential, impervious area is the median value of all parcels analyzed. For Non-Residential, impervious area is
expressed as a percentage of parcel area (Total IA/Total Acres sampled).

B Condominium — Not sampled as explained on Page 9 of this Report.

C Office — Parcels in the Office category tended to be very large or very small in size. Furthermore, many of the large parcels
were subdivided into office condominiums. For these reasons, a statistical approach was not considered representative.
The SFE / Acres of 6.5 found in Table 6 was estimated based on other municipalities of similar makeup.

D Park and Vacant — Park and Vacant parcels were estimated to have a 5% impervious area based on other similar
municipalities.
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APPENDIX D - STORMWATER RATES FROM OTHER MUNICIPALITIES

There have been relatively few voter-approved local revenue mechanisms in the past 15
years to support Stormwater programs in California. A summary of those efforts plus some
others in process or being studied is shown in Table 13 on the following page, in roughly
chronological order. Amounts are annualized and are for single family residences or the
equivalent.

TABLE 13 — RECENT STORM DRAIN BALLOT MEASURES

e Annual .
Municipality Status Mechanism
San Clemente Successful S 60.15 2002 Balloted Property-Related Fee
Carmel Unsuccessful S 38.00 2003 Balloted Property-Related Fee
Palo Alto Unsuccessful S 57.00 2003 Balloted Property-Related Fee
Los Angeles Successful S 28.00 2004 Special Tax - G. O. Bond
Palo Alto Successful S 120.00 2005 Balloted Property-Related Fee
Rancho Palos Verde Successful, then recalled and S 200.00 | 2005, 2007 | Balloted Property-Related Fee
reduced
Non-Balloted Property-Related
Encinitas Unsuccessful $  60.00 2006 a8 EE B I 2Le,
challenged, balloted and failed
in 2006
Successful, Overturned by
Ross Valley Court of Appeals, Decertified | $ 125.00 2006 Balloted Property-Related Fee
by Supreme Court
Santa Monica Successful S 87.00 2006 Special Tax
San Clemente Successfully renewed S 60.15 2007 Balloted Property-Related Fee
SolanaBeach Non—B?IIoted, Threatened by s 2184 2007 Non-Balloted & Balloted
lawsuit, Balloted, Successful Property-Related Fee
Woodland Unsuccessful S  60.00 2007 Balloted Property-Related Fee
Del Mar Successful S 163.38 2008 Balloted Property-Related Fee
Hawthorne Unsuccessful S 30.00 2008 Balloted Property-Related Fee
Santa Cruz Successful S 28.00 2008 Special Tax
Burlingame Successful $ 150.00 2009 Balloted Property-Related Fee
Santa Clarita Successful S 21.00 2009 Balloted Property-Related Fee
Stockton Unsuccessful S 3456 2009 Balloted Property-Related Fee
County of Contra Costa Unsuccessful S 22.00 2012 Balloted Property-Related Fee
Santa Clara Valley Water Successful $ 5600 2012 Special Tax
District
City of Berkeley Successful varies 2012 Measure M - GO Bond
County of LA Deferred $  54.00 2012 NA
San Clemente Successful S 74.76 2013 Balloted Property-Related Fee
Vallejo San & Flood Successful S 23.00 2015 Balloted Property-Related Fee
Culver City Successful S 99.00 2016 Special Tax
Palo Alto Successful S 163.80 2017 Balloted Pr.ope'rty—ReIated Fee
Reauthorization of 2005 Fee
Town of Moraga Unsuccessful S 120.38 2018 Balloted Property-Related Fee
City of Berkeley Successful S  42.89 2018 Balloted Property-Related Fee
City of Los Altos In Process NA NA Balloted Property-Related Fee
County of San Joaquin Studying NA NA Balloted Property-Related Fee
City of Sacramento Studying NA NA Balloted Property-Related Fee
City of Salinas Studying NA NA NA
City of Santa Clara Studying NA NA Balloted Property-Related Fee
County of San Mateo Studying NA NA NA
County of El Dorado Studying NA NA NA
County of Orange Studying NA NA NA
County of Ventura Studying NA NA NA
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In addition to the agencies listed above in Table 13 that have gone to the ballot for new or
increased Stormwater Fees, there are several other municipalities throughout the State that
have existing Stormwater Fees in place. Some of these rates are summarized in Table 14
below. Amounts are annualized and are for single family residences or the equivalent.

The City’s proposed $92 SFR rate is well within the range of Stormwater rates adopted by
other municipalities.

TABLE 14 — SAMPLE OF RATES FROM OTHER MUNICIPALITIES

Municipality Annual Type of Fee
Rate

Bakersfield S 200.04 Property-Related Fee
Culver City S 99.00 Special Tax
Davis S 84.94 Property-Related Fee
Elk Grove S 70.08 Property-Related Fee

S 190.20 Property-Related Fee
Hayward S 28.56 Property-Related Fee
Los Angeles S 27.00 Special tax
Palo Alto S 136.80 Property-Related Fee
Redding S 15.84 Property-Related Fee
Sacramento (City) S 135.72 Property-Related Fee
Sacramento (County) S 70.08 Property-Related Fee
San Bruno S 46.16 Property-Related Fee
San Clemente S 60.24 Property-Related Fee
San Jose S 91.68 Property-Related Fee
Santa Cruz S 109.08 Special Tax
Stockton * S 221.37 Property-Related Fee
Vallejo Sa‘nltjatlon and Flood $ 2364 Property-Related Fee
Control District
West Sacramento S 144.11 Property-Related Fee
Woodland S 576 Property-Related Fee

* This is the calculated average rate for the City of Stockton, which has 15
rate zones with rates ranging from $3.54 to $651.68 per year.

CiTY OF LoS ALTOS

A

DRAFT - STORMWATER FEE REPORT SCIConsultingGroup

SEPTEMBER 2018



RESOLUTION NO. 2018-39

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF LOS ALTOS
INITIATING A PROCEEDING TO OBTAIN APPROVAL OF THE CITY OF
LOS ALTOS STORMWATER FEE INIATIVE

WHEREAS, the City of Los Altos is initiating the Stormwater Fee Initiative; and

WHEREAS, the City maintains and manages a municipal separate storm sewer system
(“MS4”) that includes capital improvements, maintenance and operations, and activities to
ensure compliance with all state and federal regulations associated with the National
Pollutant Discharge Elimination System (“NPDES”); and

WHEREAS, the City’s MS4 is made up of a comprehensive drainage infrastructure system
that includes man-made drainage elements such as curbs and gutters, ditches, culverts,
pipelines, manholes, catch basins (inlets), and outfall structures in addition to the City’s
natural creek system that serves as an integral part of the system; and

WHEREAS, the City, through its MS4, provides Stormwater services (“Services”) that
include, but are not limited to, collecting, conveying, and managing Stormwater runoff from
properties within the City; and

WHEREAS, the City adopted a Stormwater Master Plan in 2016 to better understand the
condition and capacity of this critical infrastructure system, and found there to be needs for

capital improvements of as much as $29 million, and annual maintenance and operations of
$490,000; and

WHEREAS, the City does not have adequate funding to pay for the MS4 needs identified
above, and in order to finance these needs the City would need to enact a Stormwater Fee in
compliance with Article XIII D of the Constitution, which would require a ballot
proceeding; and

WHEREAS, the City Council authorized SCI Consulting Group to perform a rate study
and draft a Stormwater Fee Report (“Fee Report”) to determine the amount of the fees on
various parcels of land that would, in compliance with Article XIII D of the Constitution,
finance the high- and medium-priority capital improvement program, the operations and
maintenance needs, and the NPDES compliance needs.

NOW THEREFORE, BE IT RESOLVED, that the City Council of the City of Los
Altos hereby approves

SECTION 1. INTENTION TO SEEK APPROVAL OF A PROPERTY RELATED
FEE. The City intends to seek property owner approval of a proposed property related fee

to fund the Services (“Stormwater Fee”), pursuant to Article XIII D, Section 6 of the
California Constitution.

Resolution No. 2018-39 Page 1
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SECTION 2. FEE REPORT. SCI Consulting Group has prepared and submitted to the
City a Fee Report concerning the proposed Stormwater Fee. The Fee Report has been made,
filed with the City and duly considered by the City Council and is hereby deemed sufficient
and approved. The Fee Report shall stand as the Fee Report for all subsequent proceedings
under and pursuant to this resolution. Reference is hereby made to the Fee Report for the
following: (a) a description of the Services; (b) the identification of the parcels upon which a
Stormwater Fee is proposed; (c) the proportional cost of the Services attributable to each
parcel; (d) the amount of the Stormwater Fee proposed for each parcel; and (e) the basis
upon which the amount of the proposed Stormwater Fee was calculated.

SECTION 3. TOTAL AMOUNT OF STORMWATER FEE. The proposed
Stormwater Fee, if approved, would collect approximately $1,133,000 in Fiscal Year 2019-20.

SECTION 4. STORMWATER SERVICES. The proposed Stormwater Fee will provide
funds for the high-priority and moderate-priority capital improvement program and
additional operations and maintenance activities as detailed in the 2016 Los Altos
Stormwater Master Plan, as well as activities to help ensure City compliance with all state and
federal clean water requirements under the National Pollutant Discharge Elimination System
permits issued by the San Francisco Bay Regional Water Quality Control Board.

SECTION 5. PUBLIC HEARING. A noticed public hearing shall be held before this
Council at the City Council chambers at One North San Antonio Road in Los Altos,
California, and is tentatively planned for March 12, 2019, at 7:00 p.m. for the purpose of
conducting a hearing and to consider all protests of property owners regarding the proposed
Stormwater Fee and this Council’s determination whether the public interest, convenience
and necessity require the Services. The date set forth above for the public hearing may be
delayed without returning for additional approval by the Council, provided that such date is
not less than forty-five (45) days after the mailing of the notice required and described in
Section 6 below.

SECTION 6. NOTICE OF PUBLIC HEARING. The City Clerk is hereby directed to
cause notice of the hearing ordered hereof (“Notice”) to be given in accordance with law by
mailing, postage prepaid in the United States mail, and such Notice shall be deemed to have
been given when so deposited in the mail. The Notice shall be mailed to all record owners,
who shall be those persons whose names and addresses appear on the last equalized secured
property tax assessment roll for the County of Santa Clara, or in the case of any public
entity, the representative of such public entity at the address thereof known to the City Clerk
or SCI Consulting Group. The Notice shall be mailed not less than forty-five (45) days
before the date of the public hearing.

SECTION 7. MAJORITY PROTEST. If written protests against the proposed
Stormwater Fee are presented to the Council by a majority of owners of the identified
parcels before the end of the public hearing, the Stormwater Fee shall not be imposed.
Otherwise, this Council may authorize the City to proceed with a property owner ballot
proceeding.
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SECTION 8. DESCRIPTION OF THE PROPOSED STORMWATER FEE.
Information regarding the Stormwater Fee, including but not limited to the amount of the
Stormwater Fee proposed to be imposed upon each parcel, the basis upon which the
amount of the proposed Stormwater Fee was calculated, the reason for the Stormwater Fee,
and other elements of the Stormwater Fee shall be described in the Fee Report, Notice of
Public Hearing, Ballot Guide and/or Ballot.

SECTION 9. FISCAL CONTROLS. All revenues received from the proposed
Stormwater Fee shall be spent only to fund the Services. Stormwater Fee revenues received
will be deposited into a separate account or fund.

SECTION 10. COST-OF-LIVING ADJUSTMENT MECHANISM. If approved by
property owners, the Stormwater Fee shall be imposed annually. The Stormwater Fee may
be adjusted in future years by an amount equal to the annual change in the Consumer Price
Index (“CPI”) for All Urban Consumers in the area including Santa Clara County, not to
exceed 3% (three percent) per year without a further vote or balloting process, any excess
CPI can be held in “reserve” to be used in future years when the CPI is less than 3%.

I HEREBY CERTIFY that the foregoing is a true and correct copy of a Resolution passed
and adopted by the City Council of the City of Los Altos at a meeting thereof on the ___
day of , 2018 by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

Jean Mordo, MAYOR

Attest:

Jon Maginot, CMC, CITY CLERK
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RESOLUTION NO. 2018-40

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF LOS ALTOS

ADOPTING BALLOT PROCEDURES FOR A PROPERTY-RELATED FEE

CONFORMING TO ARTICLE XIIID, SECTION 6 OF THE CALIFORNIA
CONSTITUTION

WHEREAS, Proposition 218 was adopted on November 6, 1996, adding Articles XIII C
and XIII D to the California Constitution; and

WHEREAS, Article XIII D of the California Constitution imposes certain procedural and
substantive requirements relating to property related fees; and

WHEREAS, barring a protest by a majority of affected property owners, the City intends to
conduct a ballot proceeding to obtain approval of a proposed property related fee, called the
“Stormwater Fee” consistent with the procedures established in Article XIII D of the
California Constitution. If approved, the Stormwater Fee would raise revenue to provide
funds for the high-priority and moderate-priority capital improvement program and
additional operations and maintenance activities as detailed in the 2016 Los Altos
Stormwater Master Plan, as well as activities to help ensure City compliance with all state and
federal clean water requirements under the National Pollutant Discharge Elimination System
permits issued by the San Francisco Bay Regional Water Quality Control Board; and

WHEREAS, the City is initiating the process necessary to adopt the Stormwater Fee.

NOW THEREFORE, BE IT RESOLVED, that the City Council of the City of Los
Altos adopts

SECTION 1. STATEMENT OF LEGISLATIVE INTENT. In adopting this
resolution, it is the Council’s intent to conduct property related fee ballot proceedings for

adoption of a proposed Stormwater Fee that are consistent and in compliance with Article
XIII D of the California Constitution.

SECTION 2. DEFINITION OF PROPERTY RELATED FEE. Article XIII D of the
California Constitution defines “fee” as “any levy other than an ad valorem tax, a special fee,
tax, or an assessment, imposed by an agency upon a parcel or upon a person as an incident
of property ownership, including a user, or charge for a property related service.”

SECTION 3. Property Related Fee Ballot Proceeding. Article XIII D of the California
Constitution states “an agency may adopt procedures similar to those for increases in
assessments in the conduct of elections” for a property related fee. The following procedures
shall be used to conduct a ballot proceeding to seek property owner approval of the
proposed Stormwater Fee:
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A. Property Related Fee Ballots: The following guidelines shall apply to the property
related fee ballots:

1.

The record owner(s) of each parcel to be subject to the Stormwater Fee shall be
determined from the last equalized property tax roll.

The ballot shall be designed in such a way that, once sealed, its contents are
concealed.

The ballot and ballot guide shall be sent at least forty-five (45) days prior to the date
set for the close of balloting on the proposed Stormwater Fee.

The ballot and/or ballot guide provided by this section shall contain the following
information:

a. 'The total amount to be charged to parcels City-wide;

b. The amount to be charged to the owner’s particular parcel;
c. The duration of Stormwater Fee payments;

d. The reason for the proposed Stormwater Fee;

e. The basis upon which the amount of the proposed Stormwater Fee was
calculated;

f. A summary of the procedures for the completion, return and tabulation of the
ballots;

g. A statement that the failure to receive a majority of ballots in support of the
proposed Fee will result in the Fee not being imposed;

h. On the face of the envelope in which the notice of election and ballot are mailed,
there shall appear in substantially the following form in no smaller than 16-point
bold type: “OFFICIAL BALLOT ENCLOSED”’; and

1. The ballot shall include the City’s address for return of the ballot, the date and
location where the ballots will be tabulated, and a place where the person
returning it may indicate his or her name, a reasonable identification of the
parcel, and his or her support or opposition to the proposed Stormwater Fee.

Failure of any person to receive a ballot(s) shall not invalidate the proceedings.
All ballots must be returned either by mail or by hand delivery not later than the date

for return of ballots stated on the ballot described in this section. Mailed ballots
must be returned to the City Clerk at the address shown on the ballot and pre-
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printed on the ballot return envelope. Hand delivered ballots must be returned to
the City Clerk at One North San Antonio Road, Los Altos, California.

7. Each ballot must be signed under penalty of perjury.

8. Only one vote will be counted per parcel. If more than one vote per parcel is
submitted, then only the first vote opened and tabulated will be counted and any
subsequent votes submitted for the same parcel will not be accepted or counted.

9. The City will only accept official ballots issued by the City.

10. If a Stormwater Fee ballot is lost, withdrawn, destroyed or never received, the City
will mail or otherwise provide a replacement ballot to the owner upon receipt of a
request delivered to the City. The replacement ballot will be marked to identify it as
a replacement ballot. Any request for a replacement ballot to be mailed to another
location must include evidence, satisfactory to the City, of the identity of the person
requesting the ballot. The same procedure applies to replacement ballots which are
lost, withdrawn, destroyed, or never received.

11. If a Stormwater Fee ballot is returned by the United States Post Office as
undeliverable, the City may mail a redelivered ballot to the current property owner, if
updated ownership or owner mailing address can be determined. The redelivered
ballot will be marked to identify it as a redelivered ballot.

12. A property related fee ballot is a disclosable “public record” as that phrase is defined
by Government Code section 6252 during and after tabulation of the ballots.

13. To complete a Stormwater Fee ballot, the owner of the parcel or his or her
authorized representative must (1) mark the appropriate box supporting or opposing
the proposed Stormwater Fee, and (2) sign, under penalty of perjury, the statement
on the ballot that the person completing the ballot is the owner of the parcel or the
owner's authorized representative. Only one box may be stamped or marked on
each ballot. All substantially incomplete or improperly marked ballots shall be
disqualified from balloting. The Tabulator will retain all such invalid ballots.

14. After returning a Stormwater Fee ballot to the City Clerk, the person who signed the
ballot may withdraw the ballot by submitting a written statement to the City directing
the City to withdraw the ballot. Such statement must be received by the City prior to
the close of the balloting period. When ballots for the Stormwater Fee are tabulated,
the City Clerk will segregate withdrawn ballots from all other returned ballots. The
City will retain all withdrawn ballots and will indicate on the face of such withdrawn
ballots that they have been withdrawn.

15. In order to change the contents of a ballot that has been submitted, the person who
has signed that ballot may (1) request that such ballot be withdrawn, (2) request that
a replacement ballot be issued, and (3) return the replacement ballot fully completed.
Each of these steps must be completed according to the procedures set forth above.
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B. Tabulating Ballots. The following guidelines shall apply to tabulating Stormwater Fee
ballots:

1. Los Altos Stormwater Fee ballots shall remain sealed until tabulation commences at
the conclusion of the balloting period.

2. 'The ballots shall be tabulated in a location accessible to the public.

3. The City Clerk shall oversee the tabulation of the Stormwater Fee ballots and may be
assisted by technical staff from a third party. The City Clerk shall follow the rules
and procedures of the laws of the State of California, this resolution and any other
rules and procedures of the Council or the City. All ballots shall be accepted as valid
and shall be counted except those in the following categories:

a. A photocopy of a ballot, a letter or other form of a ballot that is not an
official ballot issued by the City or on behalf of the City;

b. An unsigned ballot, or ballot signed by an unauthorized individual;

c. A ballot which lacks an identifiable mark in the box for a “yes” or “no” vote
or with more than one box marked;

d. A ballot which appears tampered with or otherwise invalid based upon its
appearance or method of delivery or other circumstances;

e. A ballot for which the parcel number is damaged or obstructed, unless the
parcel number or property ownership information is legible and allows the
Tabulator to clearly determine the property(s) identified on the ballot;

f. A ballot received by the City Clerk after the close of the balloting time
period; and

g. A subsequent ballot for a parcel for which a ballot has already been counted.

4. 'The City Clerk’s decision, after consultation with the City’s legal counsel that a ballot
is invalid, shall be final and may not be appealed to the City.

5. In the event of a dispute regarding whether the signer of a ballot is the owner of the
parcel to which the ballot applies, the City will make such determination from the
official County Assessor records and any evidence of ownership submitted to the
City prior to the conclusion of the balloting period. The City will be under no duty
to obtain or consider any other evidence as to ownership of property and its
determination of ownership will be final and conclusive.

6. In the event of a dispute regarding whether the signer of a ballot is an authorized
representative of the owner of the parcel, the City may rely on the statement on the
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ballot signed under penalty of perjury that the person completing the ballot is the
owner's authorized representative, and any evidence submitted to the City prior to
the conclusion of the balloting period. The City will be under no duty to obtain or
consider any other evidence as to whether the signer of the ballot is an authorized
representative of the owner and its determination will be final and conclusive.

7. A property owner who has submitted a Stormwater Fee ballot may withdraw the
ballot and submit a new or changed ballot up until the conclusion of the balloting
period.

8. A property owner’s failure to receive a Stormwater Fee ballot shall not invalidate the
proceedings conducted under this section and Article XIII D, Section 6 of the
California Constitution.

9. The City shall retain all Stormwater Fee ballots for a minimum period of two (2)
years from the date of the close of the balloting period.

10. The period of time in which ballots may be submitted (balloting period) shall end on
at 5:00 p.m. on the date called for the election. All Stormwater Fee ballots must be
received by this date and time to be tabulated.

11. At the conclusion of the balloting period, the Tabulator shall tabulate the ballots at
the direction of the City Council.

12. The ballot tabulation may be continued to a different time or different location
accessible to the public, provided that the time and location are announced at the
location at which the tabulation commenced and posted by the City in a location
accessible to the public. The City Clerk may use technological methods to tabulate
the ballots, including, but not limited to, punch card or optically readable (bar-coded)
ballots.

13. If, according to the final tabulation of the ballots, ballots submitted against the

Stormwater Fee exceed the ballots submitted in favor of the Stormwater Fee, the
City Council shall not impose the Stormwater Fee.
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I HEREBY CERTIFY that the foregoing is a true and correct copy of a Resolution passed
and adopted by the City Council of the City of Los Altos at a meeting thereof on the
day of , 2018 by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

Jean Mordo, MAYOR

Attest:

Jon Maginot, CMC, CITY CLERK
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