CITY OF REDDING
REPORT TO THE CITY COUNCIL

MEETING DATE: November 19, 2019 FROM: Chuck Aukland, Public
ITEM NO. 9.11(k) Works Director

***APPROVED BY***

//f// - 7%///1 AWJ

@huckAukland, Public Works Directdr— 11/7/2019 Buity Tippin, CWanalge,r/ 11/13/2019
caukland@ci.redding.ca.us btippin@cityofredding.org

SUBJECT:  9.11(k)--Consider setting a Public Hearing regarding a four-year package of rate
increases for Solid Waste, Water, and Wastewater Utilities and approve Protest Notice format.

Recommendation

Approve the following regarding proposed rate increases for Solid Waste, Water, and
Wastewater Utilities:

(1)
(2)

Approve the attached Protest Notice format; and

Approve setting a Public Hearing on February 4, 2020, 6:00 p.m., in the City Council
Chambers, 777 Cypress Avenue, Redding, California, to consider a four-year package of
rate increases for Solid Waste, Water and Wastewater Ultilities proposed for
implementation on or about March 1, 2020.

Fiscal Impact

Proposed annual utility rate increases for Solid Waste, Water, and Wastewater over the next four
years are three percent, four percent and four percent respectively. The total impact for the
average household will be approximately $3.68 per month beginning on or about March 1, 2020,
increasing to a total increase above current rates of $19.71 per month in year four.

Alternative Action

Alternatives for the City Council (Council) to consider are:

1.

Modify and approve the protest notice with adjustments to the proposed rate increases
(up or down) and set the public hearing for February 4, 2020. The implication of this
alternative is that staff will, to the extent practical, adjust utility expenses (capital project
schedules and programs) to match revenues. If proposed rates are adjusted downward the
ability to properly maintain the utility systems may be compromised.

The Council may decline to set a public hearing at this time and direct staff to come back
at a later date to show additional justification for any rate adjustments. The implication of
this alternative is that the Council determines no rate adjustments are necessary at this
time but would consider adjustments at a later date.
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Background/Analysis

Rate Update Process: The City of Redding (City) retained NBS Consultants to undertake the
necessary cost-of-service studies and utility-rate analyses used to prepare rate adjustment
recommendations for the Solid Waste, Wastewater, and Water Utilities. The recommended rates
take into consideration the maintenance and operation of each utility, such as purchasing raw
water, electricity, supplies, rehabilitation and replacement of equipment and infrastructure,
personnel costs, and regulatory compliance.

As part of the update process, staff asked a number of citizens to sit as an "advisory group” (AG)
to assist staff and the consultant. Public Works often uses advisory groups to ensure staff
understands the impacts of decisions on various utility and infrastructure users in the community.
The AG for this effort was composed of the following individuals who are utility rate customers
through their home and/or business in Redding:

e Allie Figura — Educator and Member of the City Manager Goals and Objectives
Committee

Kenny Breedlove — Real Estate Professional and Business/Restaurant Owner

Michele Goedert — Commercial Real Estate Broker and Planning Commissioner
James Crockett — Educator

Janice Cunningham — Consultant

Sami Kader — Business Owner/Consulting (Civil) Engineer

The focus of the AG was to ensure that the methodology used in the analyses was appropriate,
function as a "sounding board" regarding options to modify the rate structures, and provide
personal input on the reasonableness of the rates and fees. The AG met six times between July
and September 2019, and provided extremely valuable input regarding growth-rate projections,
capital improvement program time frames, potential adjustments to the rate structures, and a host
of other items.

Recent Rate Adjustments: The Council last considered Water, Wastewater, and Solid Waste
rate adjustments during a public hearing in November 2016. At that time, the Council approved
increases for the three Utilities as follows:

UTILITY 2016* | 2017* | 2018*

Solid Waste 2% 2% 2%
$0.92 $0.48 $0.49

Wastewater 4% 4% 4%
$1.95 $2.03 $2.11

Water 5% 5% 5%
$8.35 $1.98 $2.10
TOTAL $11.22 | $4.49 | $4.70

*Monthly increase for typical single-family home using 96 gallon solid waste service and 1,600 cubic feet of water per month.
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In order to maintain adequate financial operating reserves and relative rate stability through time,
it is appropriate that the Council consider adopting Water, Wastewater, and Solid Waste rate
adjustments incrementally to avoid potential future "rate shock," while maintaining the financial
integrity of the City's Municipal Utilities. There was no rate increase in 2019.

Proposed Rate Increases. The following table shows the proposed four years of rate increases
for the Utilities. The amounts shown are the proposed monthly increases for a typical single-
family residence for each year of the program, which would become effective on or about March
1, 2020.

UTILITY 2020* | 2021* | 2022* 2023*
Solid Waste 3% 3% 3% 3%
$0.89 $0.78 $0.80 $0.82
Wastewater 4% 4% 4% 4%
$2.19 $2.28 $2.37 $2.47
Water 4% 4% 4% 4%
$0.60 $2.11 $2.18 $2.22
TOTAL $3.68 $5.17 $5.35 $5.51

*Monthly increase for typical single-family home using 96 gallon solid waste service and 2,100 cubic feet of water per month.

Need For Rate Increases: The City provides various utility services for its citizens and some
select areas outside the City. The day-to-day operations of each utility are funded through
monthly service rates and are not supported by property taxes or sales taxes paid by residents.
The City's utility operations must be financially self-sufficient and fiscally responsible, and must
provide reliable services to prevent impacts to customers as a result of deferred maintenance or
lack of system capacity. While the Water, Wastewater and Solid Waste Utilities have been
highly successful in containing costs, there are ongoing fiscal challenges that must be addressed,
including:

e Expanding environmental and regulatory mandates associated with water quality, waste
diversion (increased recycling), air quality, endangered-species protection, and more.

¢ Increasing fuel, energy, chemical, material, equipment, and labor costs in all utilities.

e Needed upgrades to Foothill Treatment Plant, new source water wells and replacement of
Pump Station No. 1 in the Water Utility.

e Critical aging pipe-replacement needs in the Water distribution and Wastewater
collection systems.

e Meeting debt service associated with the recent critical upgrades to the Clear Creek
Wastewater Treatment Plant and the Stillwater Wastewater Treatment Plant.

These challenges place continuous upward pressure on rates, and they will continue to do so into
the foreseeable future for the Utilities. By proactively anticipating these future needs, the City
and its Utilities strive to prevent dramatic and unanticipated increases in rates and disruption to
services and maintain a reasonable level of operating funds using the lowest responsible rates.
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Because each Utility is fundamentally different, detailed information and the recommended rates
are summarized in Attachments B, C, and D.

Public Participation in Rate Setting Process: To ensure public participation in the rate-setting
process and implement the requirements of Proposition 218, a Notice of Public Hearing and
Protest Procedures (Notice) will be mailed to every property owner as well as each Water,
Wastewater, and Solid Waste Utility customer in the City/service area receiving one or more of
these services in accordance with Resolution 2019-93 adopted on September 17, 2019. The
notices will be mailed a minimum of forty-five (45) days prior to the date of the public hearing.
This will involve notice to over 32,000 utility account holders and parcel owners within the City
and another 1,000 outside the City. If the total protest forms representing a simple majority (“50
percent plus one”) of the properties are returned against the proposed rate adjustments, the
Council will not be able to enact any rate increases. Staff does not propose to include self-
addressed stamped envelopes with the Notice.

In order to reduce costs, the proposal is to consolidate the hearings and notices for the Water,
Wastewater and Solid Waste Utilities into one combined notice and hearing, and establish rate
adjustments for a four-year period. Additional notification of the public hearing and proposed
rate increases will include postings on the City's website and social media outlets, and coverage
in the newspaper and other local media sources. Staff hosted a public informational workshop in
the City’s Community room on November 4, 2019.

Council Priority/City Manager Goals

e Communication and Transparency — “Improve the quality of communication with the
public and City employees to enhance knowledge and increase transparency to improve
public trust.”

e Budget and Financial Management — “Achieve balanced and stable 10-year Financial
Plans for all funds.”

e Government of the 21* Century — “Be relevant and proactive to the opportunities and
challenges of today’s residents and workforce. Anticipate the future to make better
decisions today.”

Attachments

Prop 218 Notice

2019 Solid Waste System Overview and Proposed Rates
2019 Waste Water System Overview and Proposed Rates
2019 Water System Overview and Proposed Rates



Notice of Public Hearing

On Proposed Rate Increases for
Water, Wastewater, and Solid Waste Utilities

NOTICE IS HEREBY GIVEN that the City of Redding will hold a public hearing on Tuesday, February 4, 2020, at
6 p.m., in the City Council Chambers at 777 Cypress Avenue, Redding, California, to consider adoption of
proposed increases to rates for Water, Wastewater, and Solid Waste Utility services.

Reasons for the proposed rates and instructions for protesting the rate increases are described in more detail below.
For additional information, please visit the City of Redding Utility website at: www.reddingutilities.com.

This notice explains proposed Water, Wastewater, and Solid Waste Utility service rate increases for City of Redding
customers. The proposed rate increases will only apply to utilities provided by the City, not services provided by other
entities, such as the Bella Vista Water District or Centerville Community Services District. Review your City utility bill
to determine services received.

What Do Water, Wastewater, and Solid Waste Rates Fund? The City provides water, wastewater (sewer), and solid
waste (refuse and recycling) services to residential and commercial customers in the Redding area. These Utilities are
operated to be financially self-sufficient. Monthly rates paid by customers are the primary source of revenue. Utility rates
are calculated to provide funds to recover the costs for maintenance and operation of each Utility, such as purchasing raw
water, electricity, supplies, rehabilitation and replacement of equipment/infrastructure, employee costs, and regulatory
compliance. Ratepayer revenue is not used for other general government purposes. For more information about water,
wastewater, and solid waste rates and services, please call (530) 224-6068. Visit www.reddingutilities.com for additional
information, including City Council reports, utility master plans, and other related materials.

Compliance with Proposition 218: Utility rate increases are subject to Proposition 218 requirements approved by
California voters in 1996. The City must: (1) inform property owners of the proposed increase(s), (2) clearly demonstrate the
basis on which the rates are calculated, and (3) hold a public hearing at least 45 days after public notification. If written protests
are received representing a majority of properties receiving the utility service, the proposed rate increase(s) will not be
imposed. If a sufficient number of protests are not received, the rate increases may be approved by the City Council. Although
state law does not require it, the City of Redding sends notification to and accepts written protests from the utility account
holder (ratepayers) in addition to the property owners.

How Do | Protest the Proposed Rate Increase? The property owner and the utility account holder (ratepayer) subject to the
proposed rate changes may submit a protest against any or all of the proposed rate changes by filing a written protest with the City
Clerk at or before the time set for the public hearing.

Please be advised: (1) More than one notice may be sent for a single property because the City sends notices to both property
owners and ratepayers. (2) Property owners may receive more than one copy of this notice if they own multiple properties
and/or have multiple City of Redding utility accounts. (3) While the City may receive multiple protests for a given property,
only one protest can be counted for each property. (4) Not all utility services apply to each property, for example, some
residents receive water from other providers. (5) A Public Hearing and Majority Protest is not an election, there are no “yes”
and “no” votes.

If you object to the proposed increase in utility rates for a property you own and/or a utility service you receive, you may submit a
written protest against any or all of the proposed rate increases by providing the following information: (1) the property address and/or
Shasta County Assessor’s Parcel Number where the service is received; (2) the utility account holder or property owner’s printed name
and signature; and (3) listing the proposed utility increase(s) being protested. Then place your written protest notice in an envelope and
submit to the City of Redding-City Clerk, 3rd floor, at 777 Cypress Avenue, Redding, California via one of the following methods: (1)
U.S. mail, (2) hand-deliver to the City Clerk’s Office, or (3) in person prior to the close of the public hearing. In order for the written
protest to be counted as a valid protest, it must contain all the information noted above and be received (not postmarked) by the City
Clerk no later than the end of the public hearing noticed above on February 4, 2020.

If you do not object to the proposed rate increases to fund the operation, maintenance, and replacement costs relating to providing
Water, Wastewater, and Solid Waste utilities, you do not need to submit a written protest or take any other action.

You may prepare a written protest as instructed above or use this form to protest the proposed utility rate increases.

1, , protest the proposed rate increase(s).
(Print first and last name, must be legible) (Print Water, Wastewater, and/or Solid Waste)

Property Address or Assessor’s Parcel Number:

(Print legibly)

Please sign here:

If you wish to use this form as your written protest, please fill out and hand deliver or mail in a stamped envelope to:

City of Redding, City Clerk, 777 Cypress Avenue, Redding, CA, 96001
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Proposed Changes to Water, Wastewater, and Solid Waste Rates: An increase in the rates is necessary in order to recover
sufficient revenues to operate and maintain the City’s water, wastewater, and solid waste systems. Specifically, the proposed
increases are needed to cover inflationary cost increases of energy, fuel, chemicals, rehabilitation/replacement of equipment,
employee costs, and regulatory compliance. Also, additional funding is needed to replace significant portions of the City’s
aging water and sewer infrastructure network if the City is to continue to provide reliable service to its customers and comply
with the requirements of various regulatory agencies. In addition, a new commercial fee is being introduced to provide
hauling and disposal services for cannabis waste. If approved, the proposed rate increases will become effective beginning
with the first utility billing cycle in March 2020.

The rate increases shown in Table 1 are for a typical single-family residential customer who uses a yearly average of 2,100
cubic feet of water per month, is connected to the City’s sewer system, and utilizes a single 96-gallon refuse cart. Note that
there will continue to be no additional charge for collecting one green-waste cart and one recycling cart per week.

TABLE 1

Rate Comparison: Typical Single Family Residential Customer

Service Current Proposed Proposed Proposed Proposed
Rate Rate Rate Rate EN
(‘18/19) FY 2019/20 FY 2020/21 FY 2021/22 FY 2022/23
Water service/month $51.20 $51.80 $53.91 $56.09 $58.31
Wastewater/month $54.86 $57.05 $59.33 $61.70 $64.17
Solid Waste - 96 gallon/mo. $25.01 $25.90 $26.68 $27.48 $28.30
Total $131.07 $134.75 $139.92 $145.27 $150.78

Impact on Solid Waste Bills: The proposed single-family residential rates for the various size solid waste carts are depicted
in Table 2. Commercial accounts have a recommended increase of 3 percent. Because of the diverse nature of commercial
collection, such as varying number of pickup days per week, size of containers, etc., it is not practical to list all charges and

estimated rate changes for this Utility. However, those charges are listed online at www.reddingutilities.com.

TABLE 2 — Proposed Solid Waste Rates

SOLID WASTE RATE SCHEDULE

Annual Rate increases as shown in Financial Plan:

Current Rates
('18/19)

3.00%

Proposed Rates

FY2019/20 | FY2020/21 | Fy2021/22 | Fy2022/23

Residential Wheeled Cart Monthly Rate
45-Gal Container 522.36 523.16 $23.85 524.57 525.30
64-Gal Container 523.37 524.20 524.93 525.68 526.45
96-Gal Container $25.01 $25.90 $26.68 $27.48 $28.30
Additional Green Waste Container $4.00 $4.00 $4.00 $4.00 $4.00
Landfill Monitaring 50.22 50.22 50.22 50.22 50.22

Impact on Water and Wastewater Bills: Water and wastewater rates vary by size of water meter and type of wastewater
effluent (i.e., rates are higher for restaurants and similar “high-strength” users). The complete schedule of rate increases

under consideration is shown in Tables 3 and 4.

TABLE 3 — Proposed Water Rates

[ ST Current Recommended Rates
Rates
Projected Increase in Rate Revenue per Financial Plan: 4.00% 4. 4.00% 4.00%
Fixed Service Charge
Monthly Fixed Service Charge - Standard Meters:
5/8inch $21.17 522.15 523.04 $23.96 $24.92
3/4inch $28.04 $29.61 $30.79 $32.02 $33.30
1inch 841.77 844,52 $46.30 $48.15 350.08
1.5inch $76.09 $81.79 $85.06 $88.47 $92.01
2inch 5117.27 5126.52 $131.59 $136.85 5142.32
Zinch $227.10 $245.81 $255.64 $265.87 $276.50
4inch $350.66 $380.00 $395.20 3411.01 8427.45
6inch $693.88 $752.77 $782.88 $814.19 $846.76
8inch 51,105.75 $1,200.08 $1,248.08 51,298.01 51,349.93
Commodity Charges for All Water Consumed
Uniform Rate | 51.43 | 41.41 51.47 | 41.53 51.59 |

Current

Rates

FY 2022/23
4.00%

Monthly Service Charges:
single Family Dwelling (3/residence) 554.86 557.05 559.33 561.70 564.17
Multi Family Dwelling ($/unit) 540.59 542,21 543.90 545.66 547.49
Standard Commercial billed monthly (5/ccf) 55.64 35.87 $6.10 56.34 56.59
Standard Commercial calculated annually ($/# HE) © 554.86 $57.05 $59.33 561.70 564.17
Commercial Food Preparation billed monthly (5/ccf) 511.28 511.73 512.20 512.69 513.20
Commercial Food Preparation calculated annually (5/4 HE) 5109.72 5114.11 5118.67 5123.42 5128.36

HE = Household Equivalent
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Exhibit B
Solid Waste Overview

The City of Redding collects, produces recycled product, transports to the landfill, and buries
waste for over 30,000 residential and commercial customers. In terms of tonnage of material
handled, the Solid Waste Utility handled the following volumes in Fiscal Year 2018-2019.

Activity Weight 2018-2019
Waste collected 93,711
Self-haul waste 21,227
Household Hazardous 443
Recyclables 12,408
Green waste 22,510
Other waste-sweeping 1,204
Total Tons 151,503

The City also operates the Richard W. Curry West Central Landfill (West Central Landfill) for
Shasta County and buried a total of 167,203 tons of waste from both jurisdictions. To help meet
diversion requirements, the City operates a Household Hazardous Waste Facility, compost
operation, recyclables collection operation, green-waste collection operation, recycling drop-off
center, reuse facility, used motor oil and filter recycling program, and mattress recycling
program; pulls recyclables off the floor of the Transfer Station; and operates an appliance
program for residents. The Solid Waste Utility is experiencing increased operating costs
associated with state regulations related to: (1) stormwater pollution prevention, (2) commercial
and multi-family recycling, (3) air quality regulations related to diesel emissions, and (4)
mandatory organics recycling and diversion.

Existing Rates

Because it serves a wide variety of customers, the Utility has 19 different service rates for
different types and sizes of containers and the number of pickups per week. Built into these
service rates are the costs of operation of the particular service and the shared cost of operation
of other services, such as street sweeping, litter abatement and shopping cart removal, street
maintenance (as a result of heavy truck use), storm drain waste disposal, and charges from other
agencies or departments. These costs of operation vary by size of container, type of container,
and frequency of collections (in terms of the volume of material handled, the residential and
nonresidential sectors are about equal). To keep rates as low as possible and provide beneficial
programs, the e-waste diversion and household hazardous waste programs receive funds from a
supplemental charge to users of the West Central Landfill.

Also included within the Solid Waste Utility rate is a Benton Landfill monitoring charge. This is
a state requirement mandating funds to monitor and maintain the closed and inactive City owned
landfill. The monitoring surcharges that affect all customers are not proposed to be changed.

Proposed Rates
The attached 10-Year Financial Plan (Figure SW-1) summarizes the current Solid Waste Utility

budget and projects what the expenditures and revenues will be over the next 10 years. The Plan
also shows the recommended increases necessary for the next four years and possible increases



for the remaining six years of the 10-year projection. The public hearing will only address the
rates for the first four years of the 10-Year Financial Plan.

The following table shows the existing rate and what is proposed for a typical single-family
home:

Current Rates Proposed Rates

SOLID WASTE RATE SCHEDULE
(‘18/19)
Annual Rate increases as shown in Financial Plan:
Residential Wheeled Cart Monthly Rate
45-Gal Container 522.36 523.16 $23.85 524.57 525.30
64-Gal Container 523.37 524.20 524.93 525.68 526.45
96-Gal Container 525.01 $25.90 526.68 527.48 528.30
Additional Green Waste Container $4.00 54,00 $4.00 $4.00 S4.00
Landfill Manitoring 50.22 50.22 50.22 50.22 50.22

Cost Increases and Programs

Tipping-fee (landfill charge) increases, truck and equipment costs, fuel costs to operate vehicles
and equipment, planned transfer station facility expansion and maintenance projects, charge for
street maintenance, customer service costs, health and maintenance costs, increased recycling
programs and monitoring, and other charges have all increased for the Utility. The net effect is
that the Utility increase rates over the next four years to cover projected cost increases, and
prevent a rapid reduction of the reserve and its depletion. The proposed rates will allow the
reserve to be maintained at a level that meets or exceeds 90 days cash on hand. The effects of
Assembly Bill 1826 (a bill to divert organics, which includes food waste), Assembly Bill 341 (a
bill to increase diversion from 50 percent to 75 percent by increasing the focus on commercial
and multi-family dwellings) and Senate Bill 1383 (a bill to reduce disposal of organics and
increase food recovery) have resulted in upward cost pressure. Additionally, a new commercial
fee is proposed in order to address the costs associated with the regulatory requirements of
hauling of cannabis waste.

The Utility expects to expand some current programs and investigate the addition of new
programs during the next several years. However, the Utility will need to continue public
education, continue to improve route efficiency, add equipment and resources to meet mandatory
diversion requirements, and monitor staffing levels in order to facilitate daily routes and
collections. The Utility uses revenues from the sale of recyclables to offset a portion of the cost
of collection and diversion of recyclables and organics from the landfill. The State has continued
to increase emphasis on recycling and mandate the implementation of organics diversion
programs as part of the plan to reduce greenhouse gas emissions.

Attachments:

Figure SW-1 Proposed Ten-Year Financial Plan with recommended rates
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Exhibit C
Wastewater Utility Overview

The Wastewater Utility funds and operates two regional wastewater treatment plants. It also
manages over 434 miles of sewer collection line and 18 lift stations serving over 38,100
connections. The utility’s rates do not fund maintenance of lateral lines from the sewer line to a
building. The wastewater treatment plants process the wastewater and discharge to the
Sacramento River. Of the wastewater collected and treated by the utility, about 70 percent is
from residential customers and 30 percent is from nonresidential or commercial customers.

Peak hydraulic loads for the Wastewater Utility are just the opposite of those of the Water Utility
due to the intrusion of storm water into the sewer system. The terms for this are inflow and
infiltration (I&I) and there is an ongoing effort of the utility to reduce the flow due to this. For
illustrative purposes, in the summer, peak dry weather flows to the two treatment plants are
about 10 million gallons per day (MGD) in a normal year. In the winter, peak wet weather flows
can reach 50 MGD or a five-fold increase. In order to prevent overflows into the river, the utility
must be able to process these flows.

Like the other utilities, the Wastewater Utility has been affected by cost increases for continued
environmental and regulatory mandates, materials and chemicals, fuel, salaries, health and
retirement costs, and capital construction. These pressures are projected to continue into the
foreseeable future.

The key challenge for the wastewater system is 1&I. As the physical integrity of a sewer system
deteriorates over time, 1&I increases. The resulting hydraulic loads reduce available capacity,
increase treatment costs, and increase the likelihood of sanitary sewer overflows (SSO’s). Some
of the City’s sewer lines are more than 100 years old. The Capital Improvement Plan for the
next ten years includes a significant pipe replacement program, pipe and manhole rehabilitation
projects, and storm drain improvements.

The Clear Creek Wastewater Treatment Plant was built in 1966 and expanded in 1979 to treat a
peak wet weather flow of 16.2 MGD. In 2014, an $83 million rehabilitation and expansion
project was completed that increased the peak wet weather capacity to 40 MGD. The Stillwater
Wastewater Treatment Plant was put into operation in 1991 to treat a peak flow of 8.7 MGD. A
$13 million rehabilitation and expansion project was also completed in 2014 that increased the
peak wet weather capacity to 14.4 MGD. The majority of the funding for the plant
rehabilitations and expansions was from low-interest loans from the State. Both projects were
funded by a combination of connection fees paid by new development and monthly rates.

The table below shows planned capital projects of more than $500,000 planned in the next five
years for the Wastewater Utility along with the projected cost and the source of funding. “Rates”
represent the portion of funding from monthly sewer rates. “Fees” are revenue from the
connection fees paid by new development.



Wastewater Utility Capital Improvements 2020-2025

Capital Projects Cost Funding Source
Inflow and Infiltration Reduction $9,303,390 | Rates 100%
System Maintenance $1,556,900 | Rates 100%
West Side Interceptor Phase 11 $7,088,000 | Fees 100%
6-8" Line Repair/Replacement $24,336,790 | Rates 100%
Lift Station Improvements $1,478,990 | Rates 100%
Miscellaneous Treatment Plant Improvements $622,770 | Rates 100%
Woodacre Drive $512,394 | Rates 100%
Lake Redding Interceptor | $5,252,460 | Rates 91% and Fees 9%
Locust Street Lift Station $1,253,350 | Rates 100%
Mercury Drive Sewer $662,600 | Rates 100%
Clear Creek Wastewater Treatment Plant $3,816,910 | Rates 100%
Stillwater Wastewater Treatment Plant $2,727,940 | Rates 100%
SWWTP Scrubber Replacement $750,000 | Rates 100%
Buenaventura Sewer $5,134,310 | Rates 91% and Fees 9%
Sulphur Creek $2,931,430 | Fees 100%
Clear Creek Pond Upgrades $3,413,095 | Rates 75% and Fees 25%

Rates fund a significant portion of the costs associated with

maintaining the sanitary sewer

system. Whether or not the City will be able to accomplish all of these projects depends on the
number of new connections, rates, and the actual construction costs. If an identified capital
improvement cannot be funded, it will be deferred until funding is available and will then
compete with other new needs.

Proposed Rates

Wastewater rates are predicated on the expense to maintain and expand the system needed to
collect, transport, and treat wastewater. The flow produced by a typical single-family residence
is expressed as a “household equivalent” (HE) and is the basis for rate charges. For example, a
single-family household is expressed as one HE, and one HE is equivalent to 240 gallons per day
of wastewater. An apartment is slightly less, and commercial, industrial, and public uses are
calculated based on the number of household equivalents they generate each day. Industrial
users have not only the volume of discharge calculated, but the strength of that discharge as well.
Some commercial customers also have a rate that reflects the strength of discharge. The strength
of the wastewater is measured as the amount of solids and organics in the wastewater. For
example, typical food preparation facilities (restaurants) will discharge higher strength
wastewater than a retail store.



The following table shows the recommended rate increases for all customer classes:

Comparison of Existing to Proposed Rates

Current Proposed Rates

Rates ' FY 2019/20 FY 2020/21 FY 2021/22 FY 2022/23

SEWER RATE SCHEDULE

Annual Rate increases as shown in Financial Plan: 4.00% 4.00% 4.00% 4.00%

Monthly Service Charges:
single Family Dwelling (5/residence) 354.86 357.05 859.33 361.70 564,17
Multi Family Dwelling (5/unit) $40.59 221 $43.90 345.66 $47.49
Standard Commercial billed monthly ($/ccf) $5.64 55.87 $6.10 56.34 $6.59
Standard Commercial calculated annually (/4 HE) z 554.86 857.05 $59.33 $61.70 564.17
Commercial Food Preparation billed monthly {$/ccf) 511.28 311.73 §12.20 312.69 513.20
Commercial Food Preparation calculated annually [5/# HE) 5109.72 $114.11 5118.67 §123.42 5128.36

HE=Household Equivalent

The attached Ten-Year Financial Plan, Figure WW-1, summarizes the current Wastewater Utility
budget and future expenditures and revenues with the recommended increases. The public
hearing only addresses the rates for the first four years of the Ten-Year Financial Plan.

It is the recommendation of the Wastewater Utility that the proposed rate increases are approved
to fund the ongoing maintenance and upkeep of the sanitary sewer system for the benefit of
citizens of the City of Redding.

Attachments:

Figure WW-1 Proposed Ten-Year Financial Plan with recommended rates
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Exhibit D
Water Utility Overview

The City of Redding Water Utility provides water service to more than 90,000 people in what the
United States Bureau of Reclamation (Bureau) recognizes as the Redding Water Service Area.
This Bureau approved service area includes nearly all of the incorporated area of the City of
Redding and a small area of the County in northwest of Redding. It does not include portions of
northeast Redding served by the Bella Vista Water District and the southwest served by
Centerville Community Service District. The annual demand of nearly 25,000 acre feet of water
is largely met from the 27,000 plus acre feet of historic and post Shasta Dam water contracts.
This surface water comes from Whiskeytown Reservoir via the Spring Creek conduit and the
Sacramento River via Pump Station No. 1 (PS-1) located along the south side of the Sacramento
River Trail. In addition, the City utilizes and has the capacity to draw nearly 11,000 acre-feet of
groundwater from 17 wells located in the Enterprise area and southwest portions of town.

Water System Infrastructure
The infrastructure required to meet the demands can be divided into two key areas including:

Treatment - The City’s water treatment infrastructure consists of the Foothill Water Treatment
Plant, Buckeye Water Treatment Plant, 17 wells located in the Enterprise and Cascade areas and
the supporting facilities. The Foothill Treatment Plant is the system’s workhorse treating 40
percent of the City’s water which is pumped from PS-1 located along the Sacramento River. The
Buckeye Treatment Plant, which is located west of Keswick Lake along the Spring Creek
Conduit, meets approximately 30 percent of the water demand for the City. The 17 Enterprise
and Cascade wells meet the remaining 30 percent of Redding’s water demand.

Distribution - Following treatment, the City’s water is stored in 12 reservoirs throughout
Redding and supplied to the utility’s customers through over 550 miles of water main and 29,500
service connections. In addition, there are 11 booster pumps located throughout the city to
maintain water pressure within the various pressure zones.

The Water Master Plan Update 2016 presents a review of the City’s water system and provides
planning direction for the system through 2035, including water demand forecasts, required
water supply, and recommended capital improvements to needed to maintain and grow the
system.

Water System Preservation Needs

Much of the existing water system infrastructure is dated and in need of preservation efforts to
continue meeting Redding water demands. Key areas of need are summarized as follows:

. Treatment - following are key water treatment preservation-related facilities needs:

e Foothill Water Treatment Plant - The Foothill Treatment Plant was initially
constructed in 1920, went through a significant upgrade in 1979 that added additional
capacity, and has had several smaller upgrades since to meet growing population and
regulatory standards. In 2011, PACE Engineering prepared a Facilities Plan that
provided a number of preservation related recommendations including replacement of



the supervisory control and data acquisition (SCADA) systems to better automate and
ensure continued plant operation, electrical system upgrade, construction of a second
backwash basin and clarifier to allow for adequate storage, replacement of the aging
flocculator basins, and other various piping upgrades. The total cost of remaining
preservation related improvements are estimated at $6.2 million by 2020.

e Enterprise Wells - The Enterprise wells in particular have identified concerns with
arsenic at two wells and iron/manganese at several other wells. It is recommended
that wells with high arsenic levels remain offline as the resolution of the arsenic issues
is substantial and water supply needs for the City can be met without these wells
producing water. It is recommended, based on continued community interest in
resolving the iron/manganese issue, that well head treatment at EW12, the highest
producing well, be implemented to blend and dilute constituent levels to below their
respective MCLs. It is also noted that the utility has made relatively significant
operational changes with very positive results that have minimized the concerns
including implementation of a more aggressive water main flushing program as well
as “pushing” treated water from the Buckeye Treatment plant to east Redding
allowing reduced water use from iron/manganese problematic wells.

e Pump Station No. 1 - PS-1 was constructed in 1937 on the south side of the
Sacramento River Trail just upstream of the Diestelhorst Bridge. The intake is
influenced dramatically by river elevation levels dictated by downstream Anderson
Cottonwood Irrigation District’s diversion program. It has been a target of concern
with the National Oceanic and Atmosphere Administration (NOAA) Fisheries due to
potential pump impacts on salmon migration in the Sacramento River. CH2M Hill
completed a planning level study in 2002 summarizing several alternatives to relocate
the pump station and it is recommended in the master plan to begin project
development in the near term. A RFP will be released in 2020 to update the
feasibility study and begin the engineering design process. Construction of a new
pump station upstream is estimated at $30 million within the next 10 years.

Distribution - following are key preservation recommendations concerning water
distribution related facilities:

e Storage — Additional storage is necessary under existing conditions in the Hill 900
and Buckeye Pressure Zones to meet standard storage criteria for the combination of
Equalization, Fire Service, and Emergency Storage. New 3.0MG and 3.5MG storage
facilities are recommended to address the current conditions and provide for ultimate
build-out and replacement of aging facilities. Additional storage to meet ultimate
build-out demands in the Enterprise Pressure Zone, and replacement of older
reservoirs is also identified.

e Pipe Replacement - As noted above, the City has over 550 miles of water main with
much of it cast iron or steel, typically 50 to 80 years old. In addition, the city has
grown to where demands are being met in some of the pipes by increasing velocities
which shorten the life of the pipe. Water pipe failures have become relatively
common as highlighted by several failures of water lines in the last five years. It is
recommended to continue and expand the City’s pipe replacement program to meet
pipe age, material, and existing capacity issues at between $2 million and $6 million
per year over the next 10 years.



Water System Future Growth Needs

The City of Redding’s water demands will continue to increase as the population in Redding
grows. Growth rates, developed by Itron Inc. for the Redding Electric Utility, project growth
rates ranging from 0.30 percent in 2017 to approximately 0.39 percent in 2027. Other factors
that may affect water demand include State water conservation mandates and California Green
Building Code requirements. The master plan analysis reviewed projected needs in the Short
Term (five-year outlook), a 10- and 20-year outlook, and Ultimate Build Out (50 to 70 years).
Following are highlights of the projected water infrastructure projected needs:

o Treatment - No additional growth related capacity needs are identified in the City’s
treatment facilities over the next 10 years. In the 10- to 20-year time frame, based on
current per capita consumption rates, it is expected that two additional wells will need
to be added to the system, or two wells rehabilitated and reactivated, to meet projected
demands.

e Distribution - Additional water main capacity will be needed to distribute water to areas of
Redding where growth is being considered and capacity is not available or old, high
velocity mains need replacement and larger pipes are recommended to meet
additional demands. In the next five years, it is estimated that $1 million in additional
water main capacity will be needed to meet near term demands. In the 2020 to 2023
horizon, additional water main capacity will be needed highlighted by the
construction of a 24” water main in Lake Boulevard to meet east Redding demands
for Buckeye water.

The table below shows planned capital projects of more than $1,000,000 for the Water Utility for
the next five years, along with the projected cost and the source of funding. “Rates” represent
the portion of funding from monthly water rates. “Fees” are revenue from the connection fees
paid by new development:

Water Utility Capital Projects 2020-2025

Capital Projects Cost Funding Source
Foothill WTP Improvements $6,733,000 | Rates 100%
Well Head Treatment — EW12 $2,555,000 | Rates 100%
Buckeye WTP Improvements $1,100,000 | Rates 100%
Pump House No. 1 Relocation — Prelim Eng $1,500,000 | Rates 100%
Water Main Replacement $21,685,000 | Rates 100%
Lake Boulevard 24” Water Main $6,868,000 | Rates 80% and Fees 20%
Cypress Booster Pump $1,000,000 | Rates 100%
Hill 900 Reservoir $3,211,000 | Rates 100%

Rates fund a significant portion of the costs associated with maintaining the water system.



Whether or not the City will be able to accomplish all of these projects depends on the number of
new connections, rates, and the actual construction costs. If an identified capital improvement
cannot be funded, it will be deferred until funding is available and will then compete with other
new needs.

Proposed Rates

Water rates are predicated on the expense to maintain and expand the system needed to treat,
pump, transport, and distribute water. The proposed water rate schedule includes a fixed meter
charge to cover the majority of the cost of delivering water to the customer, as well as a variable
(commodity) charge based on the actual amount of water consumed. Water consumption is
measured in units of one hundred cubic feet (ccf), which is equal to 748 gallons. The following
table shows the recommended rate increases for all customer classes:

Comparison of Existing to Proposed Rates

o Reco ended Rate
sdule
Rate FY 2019/20 FY 2020/21 FY 2021/22 FY 2022/23
PS5 ate Reve o e | a | 4,002 4,007 4,007 4,007

Fixed Service Charge

Monthly Fixed Service Charge - Standard Meters:
5/8 inch $21.17 $22.15 523.04 $23.96 524,92
3/4inch $28.04 529.61 530.79 $32.02 $33.30
1inch 341.77 544,52 546,30 348.15 $50.08
1.5 inch 576.09 $81.79 585.06 388.47 $92.01
2 inch 5117.27 5126.52 $131.59 $136.85 5142.32
3 inch $227.10 5245.81 $255.64 5265.87 5276.50
4 inch $5350.66 5380.00 $395.20 $411.01 $427.45
B inch 5693.88 5752.77 $782.88 $814.19 5846.76
8 inch $1,105.75 $1,200.08 $1,248.08 $1,298.01 $1,349.93
Commodity Charges for All Water Consumed
Uniform Rate | 5143 | $1.41 | $1.47 | $1.53 $1.59 |
A typical single family residence, using 21 ccf per month, would be as follows:
Schedule Existing 2020/21 2021/22 2022/23 2022/23
Fixed Meter Charge +
21 ccf Commodity $51.20 $51.80 $53.91 $56.09 $58.31
Charge

The attached Figure W-1 summarizes the current Water Utility’s budget and future expenditures
and revenues with the recommended increases. The public hearing only addresses the rates for
the first four years of the Ten-Year Financial Plan. As discussed earlier in this report, the
recommended rate increases affect both the service and the commodity charge.

It is the recommendation of the Water Utility that the proposed rate increases are approved to
fund the ongoing maintenance and upkeep of the water system for the benefit of citizens of the
City of Redding.

Attachments:

Figure W-1  Proposed Ten-Year Financial Plan with recommended rates
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