SANTA YNEZ COMMUNITY SERVICES DISTRICT

MEMORANDUM
TO: Board of Directors
FROM: Wendy Berry, Secretary/Treasurer
DATE: July 21, 2021

SUBJECT: Ordinance O-21-03, an Ordinance of the Santa Ynez Community Services
District amending the sewer service code to revise capacity fees.

Recommendation

Adopt Ordinance 0O-21-03, an Ordinance of the Santa Ynez Community Services District
amending the sewer service code to revise capacity fees with an agreed upon effective
date.

Policy Implications

The District adopted the Sewer Service code by Ordinance 0-98-04 which states the
District will charge a capacity fee at the time the parcel connects to the District’s sewer
system. The District’s current capacity fee for a single family dwelling is $6336.98 per
Equivalent Residential Unit (ERU).

Background

The capacity fees were last reviewed and updated in 2016. The fees have increased
annually based on the change in the April Engineering News Record (ENR) Construction
Cost Index (CCI) figures. The last comprehensive review of the capacity charges was
performed in 1998.

Tuckfield & Associates has prepared a report dated June 18, 2021 to update the District’s
current capacity fees to account for recent additions and proposed capital improvements
to the District’s sewer system, ensure that the method for calculating capacity fees fairly
allocates to new development the actual cost of the capacity provided, and establish
capacity fees that are reasonable, conform to applicable laws, are easy to understand, and
simple to implement.

Discussion

The Capacity Fee Study utilizes the buy-in methodology under which the capacity fees
payable by new customers are based on the prior investment in the District’s sewer
system attributable to existing customers of the District. The District will continue its
existing policy of adjusting the capacity fees annually in accordance with the Engineering
News Record Construction Cost Index.

The Board will need to decide when the new capacity fee will become effective. The
Board consensus was to not increase the current capacity fee, allowing for Horizon Drive



residents that wanted to connect immediately, to realize payment of current capacity fees.
Any connection within the Horizon Drive project, after the agreed implementation date,
will pay the new capacity fee. The previously adopted sewer code as previously
amended, will be deleted in its entirety and is replaced with the substituted Exhibit “A”
attached hereto and incorporated herein by reference Exhibit “A” reflects the revised
capacity fees recommended by the Capacity Fee Study.

The capacity fees set forth in this Ordinance do not constitute a special tax requiring
voter approval, based on the Capacity Fee Study, the approved budget, revenue and cost
projections of the District. The revenue forecast to be generated by the capacity fees do
not exceed the estimated reasonable cost of providing sewer service to the customers of
the District and to the users within each of the classes established in Exhibit “A”. The
revenues derived from the capacity fees will not be used for any purpose other than that
for which the capacity fees are imposed, the amount of the capacity fees will not exceed
the proportional cost of the service provided to any parcel, and the capacity fees will be
imposed only where service is actually used by, or immediately available to, the owner of
the property in question and are in compliance with Article XIIIA, Section 4 of the
California Constitution and Section 50076 of the Government Code.

Attached:
Ordinance O-21-03
Capacity Fee Study



ORDINANCE NO. 0-21-03

AN ORDINANCE OF THE SANTA YNEZ COMMUNITY
SERVICES DISTRICT AMENDING SEWER SERVICE
CODE TO REVISE CAPACITY FEES

WHEREAS, the Santa Ynez Community Services District (the “District”) has
adopted a Sewer Service Code pursuant to Ordinance No. 0-98-04 (the “Code”).

WHEREAS, pursuant to Section 807 of the Code, the District charges a capacity
fee at the time a parcel connects to the District’s sewer system. The District's current
capacity fees are set forth in Exhibit “A” to the Code.

WHEREAS, at the request of the District, Tuckfield & Associates has prepared a
report dated June 18, 2021 (the “Capacity Fee Study”) to update the District’s current
capacity fees to (i) account for recent additions and proposed capital improvements to the
District’s sewer system, (ii) ensure that the method for calculating capacity fees fairly
allocates to new development the actual cost of the capacity provided, and (iii) establish
capacity fees that are reasonable, conform to applicable laws, are easy to understand, and
simple to implement.

WHEREAS, the Capacity Fee Study utilizes the buy-in methodology under
which the capacity fees payable by new customers are based on the prior investment in
the District’s sewer system attributable to existing customers of the District. The District
will continue its existing policy of adjusting the capacity fees annually in accordance
with the Engineering News Record Construction Cost Index.

NOW, THEREFORE, the Board of Directors of the Santa Ynez Community
Services District ordains as follows:

| Amendment of Code. Exhibit “A” of the Code, as previously amended,
is hereby deleted in its entirety and is replaced with the substituted Exhibit “A” attached
hereto and incorporated herein by reference. Said substituted Exhibit “A” reflects the
revised capacity fees recommended by the Capacity Fee Study.

2. Findings. The Board hereby finds that, (i) in compliance with Article
XIITA, Section 4 of the California Constitution and Section 50076 of the Government
Code, the capacity fees set forth in this Ordinance do not constitute a special tax requiring
voter approval, (ii) based on the Capacity Fee Study, the approved budget and revenue
and cost projections of the District, the revenues forecast to be generated by the capacity
fees do not exceed the estimated reasonable cost of providing sewer service to the
customers of the District and to the users within each of the classes established in Exhibit
“A”, (iii) the revenues derived from the capacity fees will not be used for any purpose
other than that for which the capacity fees are imposed, (iv) the amount of the capacity
fees will not exceed the proportional cost of the service provided to any parcel, and (v)



the capacity fees will be imposed only where service is actually used by, or immediately
available to, the owner of the property in question.

3. Effective Date. The effective date of this Ordinance shall be
,2022.

4. Continued Effect. Except as specifically amended herein, all of the terms
and provisions of the Code, as previously amended, shall continue in full force and effect.

PASSED AND ADOPTED this 21st day of July, 2021, by the following vote of
the Board of Directors of the Santa Ynez Community Services District:
AYES:
NOES:
ABSENT:
ABSTAIN:

Karen Jones, Board President

ATTEST:

Wendy Berry, Board Secretary



"Exhibit A"

Table5: . -
Proposed Schedule of Capacity Charges

Resldential Fixed Charges
Single Famlly :
Mu!b-famlly 2

400 633898
$4.716.47

MoblleHovmeParkvLaundry - G S
irement Facility DU e i e T

Manager Rasldence Dwelnng
" 'Roomswlo Kitchens = = CDwellng 7 it R e 00 R 00 0 AT
'Rooms w/ Kitchens  Dwelling LR B0 T 005 50,70
Non-ResIdenNal Fixed Charges

MoteVHolel

- MandgerResidence . Dweling 100 100  $633698  $9,805.56

5t - Rooms w/o Kitchens aha -GueslHouae 1.00 047 $2,847.92 $4,649.86
- 'RoomswiKitchens " ‘GuestHouse 100 070 $4421.38 $6,974.01
. Laundreues per machine o Each washlng machlne -1.00 074 | $4,716.47  $7,439.47
- ‘Beauty & Barber Shops D 100 100 $6338:08 $0,995.56
.. Each Sink Over 2 100 . 047 . $2947.92 = $4649.86.

Gas Station wiRestroom : . 38400 A5t $9570.99 - 8151108

Cockta:lLounge : o UptoSOseats : 430 1.00 2.00 >$1287495 :

. Additional Seating . Perseat e o004 T dsosslae

‘Markel Major - ; Wlmest&pmduce dep! (ﬁrs! 20 DFUs) ; 750 176 614 538 908.14' 861

5 No food preparation, dry goods only .
< Food preparation with sinks (first 20 DFUs)
Food preparation wlth sinks. (first 20 DFUs)
messslonal & Commemal Remxl

‘Convenisnce Market
Convenlanca M

Per seat

Upten seals (Incl 50% outdoors) 7,95
12,45041

Instnullonal )
Church

$6,336.98
$6,336.98  $9,9
1 $14,737.60 - $23.24

Post Oﬁee i : ) Tax axempt
- PublicPark . Pertoiletroom
Addl(lonal Sewer Servlce Charges

$3,684.29
$31,12651. 40,007
862207 ¢

. Dweling
Per Bed :
Upto 21 seels
- Per saag

Dwelling :
PerBed
Dy Upt021 seats

- AdditionalSeating (persaat) . Perseat
Mad[cal Denlal Velennanan

| 83112651 $ag
Csemer

" Professional & Commercial, per 1,000 sf | s1018864

Up t021 seats’ i
Persaa( o

880 §72,177.24
$7 958 07 +$12,552.56

Wlher}'a(nd Wine Tasting ol ofood pmparatlon, dry goods only . : : 552.5
Wine Tasﬁngw:th Food e Food praparaﬂonwum slnks (first 20 DFUs) 430 7654 8 3 822, 306 17 .$35184.37
Addltlona]_Seabng ; J Perseat i R 1.76 0.07 541500 . $654.59

[1] The capacity fees set forth in the table above will be adjusted effective as of the first day of July of each year, commencing July 1, 2022, by an amount
equal to the percentage change in the Engineering News Record Construction Cost Index National Average i for the y pl g
April as compared 1o such index for April of the previous year.

[2) The YMCA has a paymen! agreement based on annual flow.

Definitions:
DFUs: The number of drainage fixture units for each type of appliance, appurienance or fixture, as set forth in the then current California Plumbing Code.

Base Charge: The then currenl connection charge for a single family residence.
Factor: The gth Factor of , as defined under Section 820(C) and as determined under Seclion 821 of the Dislricl's Sewer Service Code.

Unclassified User: Any user group or classification not shown above.

For any Unclassified User, the connection charge for the firsl 20 DFUSs shall be calculated as follows:
Connection Charge = Base Charge x Strength Factor

An additional fixture charge shall be applicable 1o (i) any user group or classificalion shown above for which the connection fee relales 1o the first 20 DFUs,
and (ii) any Unclassified User which has more than 20 DFUs. Said additional fixture charge shall be calculated as follows:
Additional Fixture Charge = (Number of DFUs in excess of 20 + 20) x Base Charge x Strength Factor



Tuckfield & Associates

2549 Eastbluff Drive, Suite 450B, Newport Beach, CA 92660
Phone (949) 760-9454 Fax (949) 760-2725
Email ctuckfield@tuckfieldassociates.com

TECHNICAL MEMORANDUM

June 18, 2021

Subject: Capacity Charge Study

To: Mr. Jose Acosta, General Manager, Santa Ynez Community Services District
From: G. Clayton Tuckfield, PE MBA, Tuckfield & Associates

INTRODUCTION

The Santa Ynez Community Services District (District) engaged Tuckfield & Associates to update its current
Capacity Charges. The purpose of capacity charges is to equitably recover the costs of existing and future
system infrastructure and assets which benefit new development. Capacity charges are established
following legislation set forth in the California Government Code. The capacity charges in this Capacity
Charge Study (Study) have been designed to be in compliance with the California legal framework as well as
to follow general principles of the American Water Works Association (AWWA) and Water Environment
Federation (WEF) methodologies for determining capacity charges. This technical memorandum presents
the findings and results of the Study that complies with the California legal framework for charging new
customers connecting to the wastewater collection system (System).

Background

The District owns and operates a wastewater collection system consisting of sewer pipelines and lift stations,
providing wastewater collection service to about 924 residential and commercial customers. The District’s
wastewater is conveyed to the City of Solvang (City) wastewater treatment plant owned and operated by
the City. The District has purchased 300,000 gpd of capacity in the treatment plant of which 88,000 gpd is
reserved for the Chumash Tribe.

The District levies wastewater capacity charges on new or expanded connections to the System. The
capacity charges are levied as a condition of development or change in use and are designed to recover the
cost of capacity in infrastructure and assets benefitting new development. Capacity charges are one-time
fees, paid up-front as a condition of new development or expansion.

The last update to the District Capacity Charges was performed in 2016. District staff has evaluated the on-
going needs of the wastewater system and has identified needed capital improvements for fiscal year (FY)
2020-21 through 2029-30. These capital projects consist of repair and replacement expenditures related to
wastewater treatment and to the existing System facilities. The improvements are required to maintain a
safe and reliable System that meets the wastewater quality needs of the District’s existing customers as
wells as new customer demand.

Purpose and Scope

The purpose of this Capacity Charge Study Report (Report) is to update the District’s Capacity Charges such
that they address the following.
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®  Account for recent additions and proposed capital improvements to the system.

B Determine a method for calculating Capacity Charges that fairly allocates cost to new development
for the capacity provided.

®  Establish charges that are reasonable, conform to applicable laws, are easy to understand, and
simple to implement.

This Report includes the analysis of District wastewater fixed assets and the ten-year capital improvement
plan, includes the review of existing and future wastewater system demands, and identifies capital
improvement expenditures and any associated financing. This Report provides the documentation
necessary to determine updated wastewater Capacity Charges that satisfies the requirements of the
California Government Code and District financial administrative requirements.

This Study does not include the Horizon, West Side Extension, or future expansion sewer line projects. The
costs of these projects will most likely be recovered only from users directly identified for these sewer lines.
This Study does not include asset costs included in the Annexation Fees identified as the original wastewater
collection system or the Highway 246 pump station facilities. The Annexation Fees recover the cost of these
assets.

COMPLIANCE WITH STATE LAW

This Report is prepared in compliance with State law provisions of the California Government Code 66013
(Code) to support the establishment, increase of, or imposition of wastewater capacity charges. The Code
states that the fees or charges cannot exceed the estimated reasonable cost of providing the service for
which the fee or charge is imposed. The charges developed in this Study use generally accepted methods
to calculate fees and charges that comply with California legislation.

METHODOLOGY

There are several methodologies that can be used in the determination of capacity charges which can be
applied to various urban growth situations. Brief descriptions of each methodology are provided below.

System Buy-In - Charges are designed to derive from the new customer an amount per connection
equal to the prior investment attributable to existing customers per unit of total capacity. This method
employs either original costs or replacement costs in measuring equity.

Incremental Cost - Charges are designed to derive from the new customer the incremental, or
added, cost of system expansion associated with new customer growth. This method is based on the
principle that new connections to the system should pay for those costs, which they cause to be incurred,
resulting from the most recent or next increment of system capacity needed to serve new customers.

Combination of Buy-In and Incremental Cost - Utilities may use a combination of system buy-in and
incremental cost methods. This method recognizes capacity in the wastewater system that is available now
and planned for future development and allocates capital improvement program projects between
replacement and growth-related value.
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The methodology used in this Report for District is the Buy-In methodology. All of the District’s capital
improvement plan (CIP) projects are for improvement or replacement of existing fixed assets, with the
exception of the Horizon, West Side Extension, or future expansion sewer line projects. The Buy-In
methodology is used where the existing facilities have sufficient capacity to service existing and future
development of the service area.

SYSTEM DEMAND AND CAPACITY

The Capacity Charge calculations use various capacities of the wastewater facilities of the District. The
capacities for the current average daily flow and total System capacity were determined through District
information. Average daily flow of existing users is about 124,000 gpd, identified from flow records of
wastewater conveyed to the Solvang treatment plant. The total available System capacity includes
purchased capacity in the Solvang treatment plant less 5 percent and is equal to 201,400 gpd (212,000 gpd
* 0.95) based on contractual agreement with the City. The strength of the District’s wastewater received at
the Solvang treatment plant is 360 mg/I BOD and 300 mg/ISS. Subtracting current wastewater average daily
flow from the total System capacity after construction of the CIP leaves 77,400 gpd available for new
development or about 360 Equivalent Residential Units (ERUs). One single-family residential (SFR) dwelling
unit is one ERU. Table 1 provides the capacities used in this Study.

WASTEWATER SYSTEM FACILITY VALUE

Buy-in Component

The current wastewater system facility value is used for the determination of the buy-in component for
capacity charge purposes and is based on replacement cost less depreciation, derived from information and
records provided by the District. Replacement cost refers to valuing the existing facilities at the cost to
replace those facilities with facilities of similar usefulness, not necessarily with the exact equipment that
currently exists.

The replacement cost of the existing facilities was determined by increasing each asset’s original cost from
its acquisition date to January 2021. This was accomplished by multiplying the asset original cost by the
ratio of the Engineering News Record (ENR) Construction Cost Index (CCl) for January 1, 2021, to the ENR
CCl of its installation date. The replacement cost of the existing assets was then depreciated recognizing the
percent that the asset has been depreciated in proportion to its original cost.

Line 1 of Table 2 shows the District net investment in the wastewater system stated in terms of Replacement
Cost Less Depreciation (RCLD). The value was determined from the fixed assets on the books and records
of the District and consists of collection sewers, lift stations, treatment capacity right, Solvang treatment
plant improvements, and general plant. The assets of the original system, and Pump Station 246, are
excluded from facility value because these facilities are included in the District’s Annexation Fees.

Adjustments

Adjustments to facility value are necessary for calculating capacity charges. For this Report, facility value
also includes (1) additions to value to account for CIP projects that will be constructed within the next ten
years and (2) capital reserve contributions from existing customers. System-wide Replacement CIP, shown



Technical Memorandum Page 4 of 10

Santa Ynez Community Services District June 18,2021

on line 2 of Table 2, is included to recognize that the Capacity Charges are intended to be in place for several
years and improvement and replacement facilities will be constructed and added to fixed assets during this
time. Additionally, the Solvang Future Capacity Reserve, Repair/Replacement Reserve, and Building Reserve
balances as of June 30, 2020, shown on line 3 of Table 2, are added to facility value recognizing that existing
customers have paid into these reserves, which will be used to fund future capital improvements.

PROPOSED CAPACITY CHARGE CALCULATION

The Capacity Charge calculations include the RCLD value of the existing wastewater system facilities,
improvement and replacement CIP value, and capital reserves. Line 8 of Table 2 provides the calculation of
the unit Capacity Charge in terms of dollars per gallon per day ($/gpd) for flow, dollars per pound per day
($/Ib/day) for BOD, and $/Ib/day for SS based on the adjusted facility value and the System capacities.

The Capacity Charge for one ERU is determined by multiplying the capacity and strength of the wastewater
contributed by one ERU by the unit Capacity Charges from Table 2. One ERU has wastewater flow of 215
gpd and strength of 175 mg/lI BOD and 175 mg/I SS. The calculation determines the Capacity Charge of
$9,995.56 per ERU and is shown in Table 3. The charge for one SFR and other residential development types
are shown in Table 4.

Table 5 presents the schedule of proposed wastewater Capacity Charges for the District. The Capacity
Charge for one ERU is multiplied by the number of ERUs for other types of development which are provided
in the table. Capacity Charges for the System are established as a charge based on the number of ERUs for
all types of development and corresponding System demand. The ERUs for the development types were
established in the District’s 2011, 2016, and 2021 Rate Studies and is a method that conforms to industry
practice and applicable laws, is easy to understand, and is simple to implement and administrate by the
District.

Tables 6 provides detail on the District’s CIP projects and their allocation to flow, BOD, and SS components.
Replacement CIP allocations from Table 6 are included into line 2 of Table 2. Table 7 provides the current
wastewater system fixed assets and the calculations of RCLD which are included into line 1 of Table 2.

| appreciate the opportunity to serve the District on this matter. If there are any questions regarding the
analyses, please contact me at 949-760-9454.

Very Truly Yours,

TUCKFIELD & ASSOCIATES

Al SHaliad

G. Clayton Tuckfield
Principal Consultant
Tuckfield & Associates
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Table 1
stem Capacities

Ibs/day

Existing and Planned System Capacmes
Exuystmg Custom - Use Capaci

\“‘,3,10 :

_ Planned System Capacity[4] 201,400 ' 605 504

Growth Related System Capacntles

ned:Growth- Related : pansnon Capacnty e 1 - Gy

5 ExcessCapacity 77400 233 o
6. TotaI Excess and Planned Capacity 7 77400 233 194

[1] Average DayDemands in gpd.

[2] Lbs/daycalculated as Flow in gpd / 1,000 * strength in mg/l * .0083454.
Strength received at Solvang is BOD 360 mg/l and SS 300 mg/I.

[3] From District records. Reduced by5 percent per contract with City of Solvang.

[4] Capacityatthe end of the CIP period.

Table 2
Capacity Charge per Unit

Exustmg and Planned CIP Value

$347,530  $2,555,791

8 CapacityCharge perunit[7] $36.596 $3,081.694 $3,698.032
S s : : : e gpd Ib/dayBOD . Ib/day SS

[1] From Table 7 Replacement Cost less Depreciation (RCLD).

[2] From Table 6.

[3] Allocated to component based on net plantinvestmentand CIP in Solvang Wastewater Plant.

[4] Allocated to component based on total net plant investment plus total CIP less Solvang investment and CIP.
[S] Allocated to componentbased on total net plantinvestment plus CIP.

[6] Capacityatthe end of the CIP period, reduced by 5% per contract with City of Solvang from Table 1.

[7] Total Existing and Planned System-wide Value divided by Planned System Capacity.
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Capacity Charge

i -‘-Capaaty Charge per unlt .

3 CapacityCharge 786814 $97.01 $1,16041  $9,99556

[1] SFR strengths include 175 mg/l BOD and 175 mg/| SS.

Table 4

mple Residential Capacity Charges

) Wastewater Re5|dent|al
-Slngle Famlly

1 ss 973 55

f;Semor lemg per Be,,

[1] Equivalent Residential Unit (ERU) Factor from Table 5.
[2] Perdwelling unit.
[3] Perspace.
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