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1.0 Introduction

This report provides Administration’s recommendations for the 2015-2018 indicative Drainage
charge.

Most of the material presented in this attachment was already presented at the 2014 March 17
Special Meeting of Council. It is repeated here for completeness, to provide background and
rationale for the recommendations in this report.

At the 2014 February 26, SPC on Utilities and Corporate Services meeting, Administration
presented the Drainage Financial Plan (UCS2014-0022) which included view of the capital
and operating pressures facing the Drainage line of service categorized

each of the drainage program elements.

2.0 Context:
Drainage services have been delivered as a se

of Calgary since
ser fees, levies, and

The WIIP is a strategic, long range capital planning
of water, wastewater and drainage services. Capital

and high quallty services, and keep pace with growth. The WIIP
estments needed to address these four mvestment drivers and

idrainage lines of service. The water and wastewater component of the
al investment requirement of $3.0 billion over ten years, averaging $300

. _The remaining investments of $500 million over ten years, averaging $50
million per year are required for the drainage line of service.

2.1 Capital and Operating Pressure

Stormwater management services provided by the Drainage line of service have evolved
significantly over the last two decades. There is better understanding of the impacts of both the
volume and quality of stormwater runoff on receiving streams and rivers and new technologies
and techniques have been developed to mitigate these impacts. Regulations and standards
have also changed to reflect both the improved knowledge and new technologies.
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Demand for new drainage services is growing in response to population growth, increased
environmental objectives and the recent 2013 flood event. As a result, the capital and operating
budgets needs for the Drainage line of service have been evaluated and incorporated into a
service level matrix (Figure 1). The matrix includes five main program elements: regulatory and
environmental protection, maintaining assets, community drainage improvements (CDI), flood
recovery and resiliency and financial policy and target compliance.

The service level matrix defined each program element under each of the following three
service levels:

1. Current service level based on current capital and operating budge

and design standards
3. Accelerated Delivery is based on accelerating specifi
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** The 2014 capital and operating budget related to flood recovery and resiliency, including the operating

Figure 1: Drainage Level of Service Matrix - Budget Impact
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costs for 3 FTEs are not included in the matrix and were funded using a one-time transfer from the Fiscal

Stability Reserve.
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2.1.1 Regulatory and Environmental Protection

The regulatory environment for stormwater continues to evolve. The City of Calgary has a
stormwater management strategy in place that includes limits for sediment loadings to the Bow
and Elbow rivers. Because most of the sediment loadings to the river and streams are from
stormwater, efforts to reduce total suspended solids must be focused on stormwater
management. Figure 2 shows the reduction in total suspended solids to the river as a result of
improved stormwater management through the construction of stormwater management ponds,
engineered wetlands and pilot source control practices such as rain gardens.

Figure 2: Total Suspended Solids Loading to the River: x
Total suspended solids loading to thériver
42,000 gé\'“\

41,500

‘ 2005 baseline ‘

41,000

40,500

40,000 A

TSS Loading (kg/day)

39,300 kg/d

39,500 -

39,000 -

38,500
2010 2011 2012 2013

ture regulations, Water Resources has identified
ater quality improvement projects, which include

recreational and economic benefits. A significant percentage of riparian
ost to development along major rivers and creeks in Calgary and remaining
riparian areas continue to be at risk of degradation. In 2013, Water Resources developed a
riparian strategy in consultation with key stakeholders. Capital budget needs have been
identified for the implementation of the strategy which includes the installation of riparian
protection. Additional operational budget needs have been identified to complete additional
monitoring and site condition assessments. Moving forward, riparian protection will require a
balance of conservation, flood protection and restoration. The implementation of the riparian
strategy will also require policy and planning changes to guide development practices in riparian
areas.
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2.1.2 Maintaining Assets

The implementation of both traditional stormwater management facilities and LID features in
new and existing communities is an important part of our stormwater quality management
program. These facilities and features also have operation and maintenance requirements to
ensure that they continue to function as intended. While the storm ponds reduce the sediment
loading to the rivers and streams, sediment is accumulating in the ponds. Eventually the
accumulated sediment needs to be removed from the pond to restore the original design
performance and to ensure continued compliance with our water quality objectives. Many of
Calgary’s storm ponds are at the point in their lifecycle where sediment removal is necessary.
Many municipalities across Canada face similar challenges with their stermwater ponds. With

and operating budget needs hav
condition assessment and maif

practices did not incorporate deliberate overland
ers to handle runoff. Drainage sewers accommodated
percent chance event), or less, not the one in one hundred

ore redevelopment occurs, more impervious surface is
dditional runoff volumes. There is $170 million worth of projects

program. Table 1 shows the CDI program delivery options considered, and
ent required to deliver the program faster.

Table 1: CDI Program Delivery Options

Total CDI Program Investment | Rate of CDI Investment | CDI Program Delivery
$Million $Million/year Span (years

170 7 24
170 8.5 20
170 10.6 16
220 18.3 12
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2.1.4 Flood Recovery and Resiliency

The recent 2013 flood event has put significant pressure on the Drainage capital budget. The
flood significantly impacted riverbank areas and stormwater infrastructure throughout the city.
Recovery efforts are underway and some projects are scheduled for completion in 2014.
However, it will take several years to restore all of the impacted riverbanks and infrastructure,
including outfalls and lift stations, back to pre-flood conditions. Table 2 shows the Drainage
capital budget related to flood recovery and resiliency projects. As work continues and more
assessments are completed, cost estimates for the recovery projects and the corresponding
provincial funding will be refined. In addition, investments are needed in the infrastructure to
reduce impacts from future flooding events. The operating budget in thjs program is used to
cover the cost of river monitoring, flow forecasting, and emergency preparedness. Capital and

operating needs may be identified once recommendations h

Flood Mitigation Panel this spring.

Table 2: Drainage Capital Budget Related to Flood: />

(2012 | 2013 | 2014 | 20152018
Budget $2.6M $2.6M $2.6M

2013 Budget Adjustment $12.8M
2014 Budget Adjustment $61.9M

2015-2018 Action Plan $33.4M
Total $2.6M $15.4M $64.5M $33.4M

\//
the SPC on Utilities and Corporate Services with

sion of Council, Administration was directed to develop the
Drainage\indicati Arges g 2015-2018 Action Plan based on the following financial

tar :
Table\3: Drainage Financjal Plan Targets

Debt vs. Cash Financing  100% cash financing of capital maintenance

Debt Limit $300 million
Debt Servicing Limit 40% of revenues
Sustainment Reserve 10% of revenues
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3.0 Proposed Indicative Drainage Charge 2015-2018

At the 2014 March 17 Strategic Session of Council, Administration was directed to develop the
Drainage indicative charges for the 2015-2018 Action Plan based on the Accelerated Delivery
for the financial policy and target compliance and the Meets Requirements and Standards level
of service for the four remaining program elements: regulatory and environmental protection,
maintaining assets, community drainage improvements and flood recovery and resiliency. The
selected service levels and the associated fee impacts are shown with the yellow boxes in
Figure 2.

Administration was also directed to provide scenarios for acceleration fo
based on capacity at the 2014 March 17 Strategic Session of Council.
level of service has been added to Figure 2 to represent this optiop.

ome urgent activities
ised Accelerated

3.1 Regulatory and Environmental Protection

charge. The Utilities’ stormwater management efforts‘e
which include regulatory limits under The City’s Ap
target under The City’s Municipal DevelopmentPie

ing the sediment loading goals as traditional, end of
en unfeasible in developed areas. The Utilities’ Wastewater

d which could result in the adjustment of the balance of
improvement projects over the next ten years. This level of

Requirement-and Standards level of service into the indicative Drainage charge. This level of
service will allow the Utilities to start cleaning out its inventory of over 120 storm ponds to
restore the original water quality function while conducting research to inform and refine
operational and maintenance practices. This level of service will also allow the Utilities to
implement new asset management programs that are aligned with industry best practices and
similar programs in the Water and Wastewater Utilities. These programs will include proactive
condition assessments, and main replacement and rehabilitation programs.
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3.3 Community Drainage Improvements

For the CDI program element, Administration was directed to include the Meets Requirements
and Standards level of service. This level of service will allow the prioritized project list to be
delivered in 16 years, which is 8 years faster than with the current investment level.

3.4 Flood Recovery and Resiliency

For the flood recovery and resiliency program element, Administration was directed to include
the Meets Requirements and Standards level of service. This level of service allows the Utilities
to continue with the flood recovery and resiliency projects that are planned and underway. This
level of service assumes a portion of the projects will be funded through previncial programs
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Figure 2: Fee Impacts of Selected Levels of Service
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Additional Drainage Charge Scenario 2

Additional Drainage Charge Scenario 1
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3.5 Financial Policy and Target Compliance

For the financial policy and target compliance program element, Administration was directed to
incorporate the Accelerated Delivery level of service into the indicative Drainage charge for
2015-2018. This will allow the Utilities to achieve compliance with the financial policies and
targets within one budget cycle (four years). This will ensure that the Drainage line of service
evolves and grows while remaining financially sustainable.

The Drainage Financial Plan has outlined four financial targets:
Cash financing target of 100 percent capital maintenance
Debt limit of $300 million

Debt servicing limit of 40 percent of revenues
Sustainment reserve target of 10 percent of revenues

for Drainage, the debt servicing is maintained below.the 40 percent target,‘and.is trending

towards 25 percent of revenues over the next ten yea

Figure 3: 10 Year Projected Debt <\

Projected Debt
350
300 —
;—f 250 RS
% 200 /
© 150
2 100
a
50
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
projected debt e=—Target
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Figure 4: 10 Year Projected Debt Servicing
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The sustainment reserve for Drainage will be dep xt\three years and then built
up again to the target of 10 percent of reve e costs af the River Flood Mitigation
Panel, estimated to be $2.3 million, will e Drainage reserve. In 2015 to 2016,

the sustainment reserve is reduced as
maintenance target while maintaini

Figure 5: Sustainment Res;a(é\

Sustainment Reserve

stainment reserve target of 10 percent
in'Figure 5.

20%

15% -

10% -
0% 1 T T T T T T T T T T T

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Percentage of Revenue

mmm Sustainment Reserve Target

3.6 Proposed Indicative Drainage Charge Scenario 1

Based on Council direction, Administration has created Scenario 1 for the proposed indicative
drainage charge based on the Accelerated Delivery for the financial policy and target
compliance and the Meets Requirements and Standards level of service for the four remaining
program elements. Scenario 1 results in a significant increase to the drainage programs. The
total capital program for 2014 is $30 million per year. The new levels of service will increase the
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total capital program to $50 million per year for 2015-2018. To deliver the new levels of service,
the total operating program is increased from $23.5 million in 2014 to $32.4 million per year for
2015-2018. The fee impacts for the selected service levels have been evaluated for Scenario 1
and are shown in Figure 2, outlined in yellow. Based on the identified levels of service for each
of the program levels in Figure 2, the indicative Drainage charge increase required for Scenario
1 would be the sum of the selected fee impacts as shown in Table 4 for 2015 and will result in
an overall average fee increase of approximately 18.0 percent per year (Table 5). Table 5 is
repeated in Attachment 2 for Council approval.

Table 4: 2015 Incremental Increase to the Monthly Drainage Charge B on Recommended
Levels of Service (Scenario 1):

Flood Financial
Recovery | Policy and
and Target
Resiliency | Compliance

$0.22 $0.50 $0.27 $0.09 $0.20  $1.28

. Included in
Operating $0.16 $0.20 $0.01 $0.01 sl $0.38

Total Fee
$0.38 $0.70 $0.28 $0.10 $0.20 $1.66

‘ N
Table 4: Proposed Indicative Drainageﬁg(@/\s nario 1

2014 2017
(current)
Proposed Monthly
Drainage Charge Increase $1.66 $1.95 $2.31 $2.72
E::fn‘;seedc“f]‘:::'y $9.20 $10.86  $12.81 $15.12  $17.84

3.7 Propose i inage Charge Scenario 2
At the 2014 Ma [ eting of Council, Administration was also directed to provide

Regulatory &
Environmental

Community

Maintaining Drainage

Assets Total

Protection Improvements

Under the regulatory and environmental protection program element, the Utilities have identified
additional research that could be accelerated. The additional research would be focused on low
impact development (LID) and source control features and would include the construction of
pilots and additional monitoring to verify the performance of LID and source control features
already installed to improve future designs and to inform maintenance activities. Some
operating increases have also been identified to accelerate policy development to support
erosion and sediment control efforts. For riparian areas, the Utilities have also identified
accelerated maintenance of riparian areas which includes invasive weed control, maintenance
of riverbank protection structures and replanting of riparian areas. Additional education and

C2014-0324 2015-2018 Indicative Drainage Charge ATT 1 Page 14 of 17
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outreach related to riparian protection and restoration was also identified to be accelerated over
the 2015-2018 budget cycle.

Under the maintaining assets program element, the Utilities have identified additional research
to improve lifecycle costing practices. As new stormwater management facilities are installed, it
is important for the Utilities to take a full lifecycle approach to managing these facilities.
Understanding the full costs to maintain and operate all of the stormwater management facilities
and features throughout their entire lifecycle will allow the Utilities to compare the effectiveness
of these facilities and features and adjust the combination of these identified in long range plans
to meet long term stormwater quality objectives and regulations. The Utilities have also
identified the acceleration of the installation of sediment capture device ese dewces are

resiliency projects with the recomme i indi eam the River Flood Mitigation Panel
expected in June. The recomm indings 14
projects that may need to be incory i he 2015-2018 Action Plan.

indicative Dral ase of approximately 19.1 percent per year for 2015-2018
(Table 6). riovincludes achieving compliance to the financial policies and

Tapte 6:-P rainage Charge based on Scenario 2

2014 2017
(current)

SCENARIO 1 (from

Table 5)- Proposed

Monthly Drainage $9.20 $10.86 $12.81 $15.12 $17.84
Charge
Incremental Increase

010 024 s 5087
SCENARIO 2 -
Proposed Monthly $9.20 $10.96 $13.05 $15.54 $18.51

Drainage Charge

The research that the Utilities will undertake over the 2015-2018 budget cycle will inform and
adjust long range investment and maintenance plans. Administration will incorporate a review
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of the progress made in each of the five program elements identified in the service level matrix
into the 2015-2018 Action Plan. This review will include the identification of any specific
programs that could be further accelerated through the 2019-2022 budget cycle.

5.0 Continual Improvement

As the Utilities work to achieve compliance to the financial targets set out in the Drainage
Financial Plan over the next budget cycle, work will continue to improve and monitor the overall
performance and health of the Drainage line of service.

The Utilities have compared the 2014 monthly Drainage Charge against other municipalities.
The Drainage charge for Calgary remains in the middle of the comparison e 6). Not all
municipalities have released their 2015 rates, so the Utilities were wnabl pare’'the

proposed indicative charge at this time.
Figure 6: Average Drainage Monthly Fee A
Drainage Monthly Fee
530.00

L2500

S20.00

%15.00

S140.00
S 5-0 D " | _. | _. " |
50.00 . T T 1

Cochrane Chestemere Calgary Regina Edmonton

Average Monthly Household Bill [$)

because the same flat rate fee applies to all customers. The study will
| of moving towards rate structures based on lot/parcel size or impervious

Administration recommends that a new cost of service study is incorporated into the 2015-2018
Action Plan. The current study may result in recommendations to change the single customer
class and rate structure. A new study in 2015-2018 may include the development of a phased-
in approach to implement any recommended changes to the customer classes and the rate
structure through 2019-2022.
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5.2 Zero-Based Review

Water Services will be undertaking a zero-based review over the next year. The review will
focus on the services that Water Services provides in all three lines of service: water,
wastewater and drainage. Results from the review will be presented to Council 2015 March.
The Utilities will implement the findings and recommendations over the 2015-2018 budget cycle.
It is also expected that a zero based review will be conducted in Water Resources.

6.0 Recommendations
Administration recommends that the 2015-2018 Action Plan as a mini

be based on

charge would be as identified in Attachment 2, Table 2.

The proposed indicative Drainage charge for 2015-2018
Drainage line of service up to the minimum requiremen
industry standards and best practices. The acceler.
will ensure that the Drainage line of service can ren
evolve.

made in each of the five program elem
that should be further accelerated in 2019
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