Public Works Department
Engineering Division

MEMORANDUM
Date: April 25, 2007
To: Storm Drain Oversight Committee
From: Joe Teresi (x2129)
Senior Engineer
Subject: Submittal of Proposed 2007-08 Storm Drainage Fund budget information

Attached please find documents to assist the Committee with its assigned task of comparing the
proposed Storm Drainage Fund budget with the 2005 Storm Drainage Fee increase ballot
measure approved by Palo Alto property owners. Staff believes that the materials are presented
in a manner which demonstrates that the proposed 2007-08 Storm Drainage Fund budget is
compatible with the approved ballot measure.

The following materials are provided for your review:

1.

© o

“Description of Proposed Storm Drainage Fee Increase,” included with the official
notices mailed to each property owner prior to the March 7, 2005 public hearing on the
proposed fee increase.

“Resolution No. 8483,” adopted by the City Council on December 6, 2004 and included
with the storm drain ballots mailed to each property owner prior to the April 26, 2005
Storm Drainage Fee increase ballot proceeding.

Proposed 2007-08 Storm Drainage Fund budget (including proposed revenues,
expenditures, and staff positions).

Highlights of proposed 2007-08 Storm Drainage Fee budget.

Proposed 2007-12 Storm Drainage Fund capital improvement project descriptions and
funding.

Proposed plan for implementation of the seven (7) approved storm drain capital
improvement projects over a 12-year period.

Proposed plan for pre-payment of Storm Drainage Fees for City-owned (General Fund)
properties.

Proposed use of Storm Drainage Fee increase for 2007-08.

Matrix comparing approved Storm Drainage Fee increase ballot measure with
preliminary 2007-08 Storm Drainage Fund budget.

If you have any questions or need further information regarding the attached information, please
contact me at (650) 329-2129.



DESCRIPTION OF PROPOSED STORM DRAINAGE FEE INCREASE

Reason for the Proposed Fee Increase. The storm drainage fee was established by the City Council in 1989 as a means to
fund storm drain capital improvements, maintenance, and storm water quality protections programs. Although severa key storm
drain projects have been implemented, significant additional drainage improvements are needed throughout the City. The fee was
last increased in 1994. Revenues under the current fee structure are inadequate to fund current operations, which has necessitated a
subsidy from the General Fund for the past several years. The proposed increased fee would pay for the following items:

A. Seven proposed storm drain capital improvement projects

A detailed description and map of the proposed capital improvement projects are provided below.

B. Proposed funding for enhanced maintenance of the City’s storm drain system

1. $500,000 budgeted annually (subject to annual adjustment for inflation) to replace and/or rehabilitate deteriorated
components of the City’s storm drain system, including pipelines, catch basins, and manholes.

2. $90,000 budgeted annually (subject to annual adjustment for inflation) to fund additional storm drain maintenance

resources, including staff and/or contract services, to perform services including, but not limited to, storm drain cleaning,
minor storm drain repairs, and/or video inspection of storm drain pipelines.

C. Funding of innovative projects

$125,000 budgeted annually (subject to annual adjustment for inflation) for innovative projects to reduce the amount of storm
water runoff and environmental pollutants that enter storm drains and creeks.

D. Funding of storm water quality protection activities

$100,000 budgeted annually (subject to annual adjustment for inflation) to pay for existing services related to storm water
quality protection currently funded through the Wastewater Treatment Fund.

E. Funding of additiona engineering staff

$115,000 budgeted annually (subject to annual adjustment for inflation) for an additional staff engineer to assist with
implementation of the recommended storm drain capital improvements.

PROPOSED STORM DRAIN CAPITAL IMPROVEMENT PROJECTS

1. Construct pump station at 96” storm drain outfall to San Francisquito Creek

(estimated cost = $4.5 million)
A 1250-acre area in the northeastern portion of the City drains through a single 96" outfall pipe into San Francisquito Creek
downstream of Highway 101. High creek levels prevent this pipe from draining freely, causing storm runoff to back up and pond in
streets and gutters.  Street flooding frequently occurs on streets throughout the Green Gables, Crescent Park, and Walnut Grove
neighborhoods.

Installation of a pump station at the 96" outfall istheinitia step in improving drainage in this watershed. The pump station will
alleviate chronic street flooding by allowing the streets to be drained regardless of the creek level. Thiswork will be carefully
coordinated with the Santa Clara Valley Water District and the San Francisguito Creek Joint Powers Authority in order to avoid any
negative flooding impacts on San Francisguito Creek.

2. Install new storm drain pipelines to increase drainage capacity on Channing and Lincoln Avenues (from
Channing/Heather to Lincoln/Alma) (estimated cost = $4.6 million)

The existing Channing Avenue box culvert between Heather Lane and Newell Road is at a higher elevation than the tributary storm

drains that feed into it at Newell Road and from De Soto and Walter Hays Drives. This hydraulically inefficient condition causes



the upstream pipes to back up and water to pond onto the street surface at multiple locations upstream of the Newell Road/Channing
Avenue intersection. Drainage in the Professorville neighborhood is extremely poor due to undersized storm drain pipelines.

Installation of new storm drains along Channing and Lincoln Avenues will provide needed drainage capacity. The Green Gables,
Walnut Grove, Community Center, and Professorville neighborhoods will benefit from this proposed project.

3. Install Southgate neighborhood storm drain system (estimated cost = $2.0 million)

The Southgate neighborhood drains to a single storm drain inlet at the corner of Mariposa and Sequoia Avenues. There are no
underground storm drain pipelines to serve the neighborhood, and there are many sections of uneven curb and gutter that pond water
during rain events.

The recommended infrastructure improvements include the construction of additional storm drain inlets, new pipelines, and curb
and gutter repairs to eliminate street flooding in the Southgate neighborhood.

4. Extend Gailen Avenue/Bibbits Drive storm drain outfall to the Adobe Storm Water Pump Station (estimated cost = $650
thousand)

A 280-acre watershed in the Charleston Terrace, Greenhouse, and Greenmeadow neighborhoods is served by a 36" storm drain that

flows by gravity into Adobe Creek behind Bibbits Drive. Once the water level in Adobe Creek rises, the pipeline cannot drain by

gravity. Subsequently, water begins ponding on Bibbits Drive and Gailen Avenue, and causes back-ups upstream in the drainage

system.

The recommended infrastructure improvements involve the construction of 1,800 feet of 36" storm drain to connect the existing
gravity outfall to the Adobe Pump Station. Connection of this watershed’ s drainage system to the pump station will allow the
streets to be drained regardless of the creek level.

5. Connect the Clara Drive storm drainsto the Matadero Storm Water Pump Station

(estimated cost = $900 thousand)
Clara Drive currently drains to Matadero Creek by gravity. Street flooding occurs during even moderate storm events, with the
extent of the ponding increasing with the creek level.

Connection to the pump station will allow Clara Drive to drain regardless of the creek level.

6. Construct improvementsto the Matadero Storm Water Pump Station and install new storm drain pipelines to increase
drainage capacity leading to the Matader o Storm Water Pump station
(estimated cost = $3.0 million)
A 1200-acre area of southeastern Palo Alto drains to Matadero Creek via the Matadero Storm Water Pump Station. Much of the
land in this watershed, particularly the eastern portion near Highway 101, is lower than the creek water level during storm events.
Without the pump station, this area would be unable to drain until the creek recedes, several hours after the rainfall stops. Problems
in this watershed, which encompasses the Midtown and Palo Verde neighborhoods, include the capacity of the pump station and the
storm drain pipelines leading to it.

The recommended infrastructure improvements include upgrades to the Matadero Pump Station and the construction of new storm
drains feeding the pump station. Storm drains along Loma Verde Avenue, the former Seale-Wooster Canal right-of-way north of
Colorado Avenue, and the former Sterling Canal right-of-way east of Maddux Drive and Kenneth Drive are undersized and need to
be replaced with larger pipelines or supplemented with parallel pipelines.

7. Install storm drainage improvements along southbound Alma Street (estimated cost = $1.5 million)
There are several locations along southbound Alma Street that do not have adequate storm drain capacity. Due to nonexistent or
undersized storm drains, excess storm runoff ponds along the roadway edge, causing dangerous road conditions for motorists.

The recommended infrastructure improvements include the construction of numerous new catch basins along the southbound side of
Alma Street and installation of approximately 4,400 linear feet of new storm drain pipelines to properly drain this heavily traveled
roadway.
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RESOLUTION NO. 8483
RESOLUTION OF THE COUNCIL OF THE CITY OF PALO ADOPTING THE AMOUNT OF THE
PROPOSED STORM DRAINAGE FEE INCREASE, DESCRIBING THE STORM DRAIN CAPITAL
IMPROVEMENTS AND PROGRAM ENHANCEMENTS ON WHICH THE PROPOSED FEE WILL
BE SPENT IF APPROVED, AND ADOPTING A SCHEDULE FOR THE PROTEST HEARING AND
MAIL BALLOT PROCEEDINGON THE PROPOSED FEE INCREASE

[Approved By Palo Alto City Council on December 6, 2004]

EXHIBIT “A”
Description Of Amount Of The Proposed Storm Drainage Fee Increase

A. Summary of current storm drainage fee system

The City’s current storm drainage billing system is based on Equivalent Residential Units
(“ERU”), which are generally determined by the square footage of impervious surface area on a
property. One ERU equals 2500 square feet of impervious surface area on a property, and the
current fee for one ERU is four dollars and twenty-five cents ($4.25). The ERU calculation was
based on a sampling of single-family and duplex properties in the City, in which the typical
impervious surface area was 2500 square feet. Thus, all single-family and duplex residential
properties in the City are presumed to have one ERU of impervious surface area and are
currently charged $4.25 per month for that ERU, regardless of the actual impervious surface area
of their property. Commercial, industrial, institutional, government, and multi-family residential
properties are charged for their actual amounts of impervious surface area, at a rate of one ERU
per 2500 square feet of impervious area.

B. Proposed storm drainage fee increase

1. New residential rate structure and increased fee

The proposal to increase storm drainage fees involves two components. First, the charge per
ERU would be raised from four dollars and twenty-five cents ($4.25) to ten dollars ($10).
Second, the impervious surface area would no longer be presumed to be one ERU for all single-
family and duplex properties. Instead, those properties would be placed into one of three ERU
tiers based on the size of the property. Commercial, industrial, institutional, government, and
multi-family residential properties would continue to be charged based on actual impervious
surface area, but at the increased rate of $10 per ERU.

The following tables describe the changed rate structure and proposed fee increase:

RESIDENTIAL RATES (Single-Family & Duplex)

PARCEL SIZE (sq.ft.) ERU PROPOSED RATE
< 6,000 sq.ft. .8 ERU $8.00
6,000-11,000 sq.ft. 1 ERU $10.00
> 11,000 sq.ft. 1.4 ERU $14.00

COMMERCIAL RATES (Commercial, industrial, multifamily res.)
$10.00 per 2,500 square feet of impervious surface area (ERU), rounded to the nearest 0.1
ERU.
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2. Annual inflation adjustments to proposed fee increase

In order to offset the effects of inflation on labor and material costs, the proposed fee increase
would be subject to annual increases beyond the initial $10.00 per ERU rate as of July 1 of each
year, starting in 2006. Inflation adjustments would be based on the lesser of the local rate of
inflation (based on the change in the Consumer Price Index [CPI] for the San Francisco-
Oakland-San Jose CSMA, published by the United States Department of Labor, Bureau of Labor
Statistics) or 6 percent. The City Council would have the authority and discretion to implement
inflation adjustments on an annual basis as part of the City budget process.

3. Twelve year sunset provision for proposed fee increase

The proposed storm drainage fee increase would sunset twelve (12) years from the date the fee
increase is implemented, as the storm drain capital improvements to be funded by the increase
would be completed by that time.

4. Oversight provision for proposed fee increase

The City Council would appoint an oversight committee to monitor and review the proposed
storm drain capital improvements and insure that the money raised from the increased Storm
Drainage Fee is spent in accordance with this resolution. The oversight committee would report
its findings to the City Council at least annually.

5. Applicability of the Rate Assistance Program

The City’s existing Rate Assistance Program, which provides a 20% discount to qualified low-
income utility customers, would apply to the Storm Drainage Fee.

6. Pay-as-you-go funding of capital improvements

The storm drain capital improvements to be funded through the proposed Storm Drainage Fee
increase would be paid for on a pay-as-you-go basis, without debt financing.

7. Up-front payment of Storm Drainage Fees by City of Palo Alto
In order to accelerate the construction of the proposed storm drain capital improvements, the

City of Palo Alto would pre-pay in advance the Storm Drainage Fees attributable to City-owned
properties for a period of twelve years, upon approval of the increased Storm Drainage Fee.
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EXHIBIT “B”

List Of Storm Drain Capital Improvements And Program Enhancements To Be Completed

A

With Funding From The Proposed Fee Increase

Seven proposed storm drain capital improvement projects

Construct pump station at 96” storm drain outfall to San Francisquito Creek (estimated
cost = $4.5 million)

Install new storm drain pipelines to increase drainage capacity on Channing and Lincoln
Avenues (from Channing/Heather to Lincoln/Alma) (estimated cost = $4.6 million)
Install Southgate neighborhood storm drain system (estimated cost = $2.0 million)

Extend Gailen Avenue/Bibbits Drive storm drain outfall to the Adobe Storm Water Pump
Station (estimated cost = $650 thousand)

Connect the Clara Drive storm drains to the Matadero Storm Water Pump Station
(estimated cost = $900 thousand)

Construct improvements to the Matadero Storm Water Pump Station and install new
storm drain pipelines to increase drainage capacity leading to the Matadero Storm Water
Pump station (estimated cost = $3.0 million)

Install storm drainage improvements along southbound Alma Street (estimated cost =
$1.5 million)

A map of the proposed projects is included in this exhibit.

B.

Proposed funding for enhanced maintenance of the City’s storm drain system

$500,000 budgeted annually (subject to annual adjustment for inflation) to replace and/or
rehabilitate deteriorated components of the City’s storm drain system, including
pipelines, catch basins, and manholes.

$90,000 budgeted annually (subject to annual adjustment for inflation) to fund additional
storm drain maintenance resources, including staff and/or contract services, to perform
services including, but not limited to, storm drain cleaning, minor storm drain repairs,
video inspection of storm drain pipelines, and/or curb and gutter repairs.

Funding of innovative projects

$125,000 budgeted annually (subject to annual adjustment for inflation) for innovative
projects to reduce the amount of storm water runoff and environmental pollutants that
enter storm drains and creeks.

Funding of storm water quality protection activities

$100,000 budgeted annually (subject to annual adjustment for inflation) to pay for
existing services related to storm water quality protection currently funded through the
Wastewater Treatment Fund.

Funding of additional engineering staff

$115,000 budgeted annually (subject to annual adjustment for inflation) for an additional
staff engineer to assist with implementation of the recommended storm drain capital
improvements.
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Storm Drainage Fund

To operate, maintain, replace, and augment the storm drainage system to ensure adequate local drainage and storm
water quality for discharge to creeks and the San Francisco Bay.

OVERVIEW

In 2007-09, staff will continue to implement the enhanced storm drain program, which includes storm drain
maintenance, urban runoff pollution prevention, and storm drain system capital improvements. These activities are
funded by the Storm Drainage Fee increase approved by property owners in April 2005. In 2007-08, engineering staff
will focus on the construction of a new storm water pump station adjacent to San Francisquito Creek downstream of
Highway 101 and the continuing implementation of City-wide storm drain system repairs. In 2008-09, staff will
implement the Alma Street Storm Drain Improvements which will be coordinated with the Alma Street pavement
resurfacing.

Staff will continue to meet with the Council-appointed Storm Drain Oversight Committee each year to review proposed
operating and capital budgets and to verify that Fund expenditures are consistent with the approved ballot measure. The
Committee has noted that the Fund will likely experience capital project funding shortfalls in the coming years. The
shortfalls are a result of the discrepancy between rapidly rising construction costs and the modest Storm Drainage Fee
increases allowed by the ballot measure (based on annual increases in the local Consumer Price Index (CPI) or 6
percent, whichever is less). Since construction costs recently have been rising 10-15 percent per year, while local CPI
increases have only been 2-4 percent per year, most likely there will be insufficient funds to complete the original 12-
year capital improvement program outlined in the ballot measure. Staff and the Committee have developed strategies to
maximize the use of available funds, including focusing on completion of the highest priority projects and
incrementally reducing the scope of some projects in order to free up funds for other projects. As a result of the joint
deliberations by staff and the Committee, the Southgate Neighborhood Storm Drain Improvements project has been
removed from the recommended 2007-12 Storm Drain capital improvement program, and the Alma Street Storm Drain
Improvements project has been downsized. The Storm Drain Oversight Committee will be forwarding its budget
recommendations directly to the Finance Committee during the budget review process.

Staff will continue to coordinate with the Santa Clara Valley Water District (SCVWD) and the Federal Emergency
Management Agency on flood control and flood insurance issues. Staff will also assist with review of land
development applications to ensure compliance with storm water quality and stream protection regulations. Staff will
work with its partner agencies in the Santa Clara Valley Urban Runoff Pollution Prevention program to obtain a new
National Pollutant Discharge Elimination System (NPDES) permit from the Regional Water Quality Control Board for
discharge of storm water to local creeks and the San Francisco Bay. In addition, staff will actively participate in the San
Francisquito Creek Joint Powers Authority's partnership with the US Army Corps of Engineers to identify a
comprehensive solution to creek and tidal flooding problems in the watershed. Operations staff will continue to
conduct an enhanced level of storm drain maintenance which has been made possible as a result of the Storm Drainage
Fee increase.

COUNCIL PRIORITY IMPLEMENTATION

Emergency Planning
. Staff will continue to coordinate with the Santa Clara Valley District and FEMA on flood control issues.

. Staff will continue to participate in the San Francisquito Creek Joint Power Authority's partnership with the US
Army Corps of Engineers to address flooding and erosion problems on San Francisquito Creek.
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Storm Drainage Fund continued
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1247

2008-09
2006-07 2007-08 |  2007-08 PROPOSED-|  2008-09
2005-06 ADJUSTED | PROPOSED | BUDGET % IN-CONCEPT| BUDGET %

FUND SUMMARY ACTUALS BUDGET BUDGET "CHANGE CHG BUDGET CHANGE CHG
Net Sales 5,110,033 5,235,660| 5,415,315 179,655 3%| 5,327,170} (88,145)  (2%)
Interest Income 34,197 60,000 175,450 115,450  192% 175,450 0 0%
Other Income 597,697 1016251 1,016,251 0 0% 81,500  (934,751)  (92%)
TOTAL FUND REVENUES $5,741,927  $6,311,911| $6,607,016 $295,105 5%| $5,584,1201 $(1,022,896)  (15%)
Administration 375,805 486,072 500,380 14,308 3% 504,2661 3,886 1%
Systems Improvements ] f

Systems Improvement(CIP) 580,176 1,670,934  5,566,480] 3,895,546  233%| 2,320953| (3,245,527)  (58%)

Operations 115,246 131,490 136,579| 5,089 4% 138,014] 1,435 1%
Operations & Maintenance 1,063,585 1,347,770 1,366,638 18,868 1% 1,389,936 . 23,298 2%
Debt Service 623,782 946,865 947,185 320 0% 951,260 4,075 0%
Operating Transfers Out 116,086 11,435 70,009 58,574 512% 53,591 (16,418)  (23%)
TOTAL FUND EXPENDITURES $2,874,680 $4,594,566| $8,587,271 $3,992,705 87%| $5,358,020( $(3,229,251) (38%)
TO/FROM RESERVES $2,867,247  $1,717,345 $(1,980,255 $(3,697,600) $226,100 $2,206,355

» 2008-09
2006-07 2007-08 PROPOSED-IN-
2005-06 ADJUSTED PROPOSED CONCEPT

INPUTS ACTUALS BUDGET BUDGET BUDGET
Salaries and Benefits 907,167 875,056 970,989 987,662
Contract Services 225,397 351,629 357,879 365,379
Supplies and Materials 39,339 98,250 95,300 95,300
Facilities and Equipment Purchases 0 11,621 11,621 11,621
General Expense 3,092 8,200 10,900 10,900
Rents and Leases 0 6,000 6,000 6,000
Allocated Charges 379,641 539,576 550,908 555,354
Debt Service 623,782 946,865 947,185 951,260
Capital Improvement Program 580,176 1,670,934 5,566,480 2,320,953
Operating Transfers Out 116,086 11,435 70,009 53,591
Total Expenditures $2,874,680 $4,519,566 $8,587,271 $5,358,020
Total Full Time Positions 9.50 9.50 9.50 9.50
Total Temporary Positions 0.00 0.00 0.00 0.00

"~ 2 City of Palo Alto
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Storm Drainage Fund continued

BENCHMARKING MEASURES

2006-07 2007-08
2005-06 ADJUSTED PROPOSED
ACTUALS BUDGET BUDGET

Workload Outputs:

1. Number of industrial storm water inspections conducted 180 180 180

2. Linear feet of storm drain pipelines cleaned annually 128,643 100,000 100,000

3. Total dollar value of storm drain improvements completed- (capital expenditures) $1,373,000 $2,000,000
Efﬁciency:

1. Number of industrial storm.water inspections per FTE 180 180 180

2. Pounds of debris removed by hydroflushing pipelines 138,080 150,000 150,000

3. Total dollar value of storm drain improvements per FTE $950,000 $950,000
Effectiveness:
. 1. Percent of industrial sites in compliance with storm water regulations 90% 90%| 90%

2. Number of resident calls regarding ponding problems 24 100 100

3. Percent of storm drain improvement projects completed within planned budget 100% 100%

2007-08 2007-08 2008-09 2007-08 2008-09
PROJECTED PROJECTED PROJECTED RESERVE RESERVE
BEGINNING 2007-08 ENDING 2008-09 ENDING GUIDELINE GUIDELINE
RESERVES ($000) BALANCE CHANGES BALANCE CHANGES BALANCE RANGE RANGE

Distribution RSR $2,437 $(1,980) $457 $226 $683 $ 3
TOTAL RESERVES $2,437 $(1,980) $457 $226 $683

2007-09 Budget
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