SANTA YNEZ COMMUNITY SERVICES DISTRICT

MEMORANDUM

TO: Board of Directors
FROM: Jose Acosta, General Manager

Clayton Tuckfield, Tuckfield and Associates
DATE: December 8, 2021
SUBJECT: Review and Discussion of the Horizon Drive Capacity Fee Cost Draft
Study
Recommendation

Review, discuss and accept the Horizon Drive capacity costs draft study and final
capacity fees for Horizon Drive.

Policy Implications

Tuckfield and Associates was hired to compile the costs for Horizon Drive residents to
connect to sewer.

Fiscal Implications

The loan amount for the project is $1.3M with a 20-year term. The terms for capacity fees
are included in the analysis report. The district does offer an installment payment plan for
the customers to consider and allows for payments over a 20-year period.

Alternatives Considered

No alternatives.
Discussion

At the May 19, 2021 regular Board meeting, the Board requested staff to contact Clayton
Tuckfield and Associates to complete an updated Horizon Drive capacity cost analysis.
The Board elected to schedule a Special Board meeting for June 2, 2021, to share this
information with residents of Horizon Drive and the public. At the June 2, 2021 meeting,
the Board approved the Horizon Drive Rate Study as presented. This study was prepared
to give the District and residents on Horizon Drive an estimated cost before the District
committed to loan for the construction costs. Once the Horizon Drive project was
completed, Tuckfield and Associates would finalize the study with final costs.

Staff reassessed the connections for the project and discovered additional 3 parcels that
could benefit from the project. These additional parcels were included in the capacity fee
structure, expanding the cost share amongst all parcels. Mr. Tuckfield recompiled the
draft study to include this new information, along with additional input from staff and
legal counsel.



Also, included in this staff report, is an estimated cost summary spreadsheet with a
breakdown of all costs, inclusive of construction costs, owners’ costs, installment
payment plan costs, and owners’ additional costs.

The district has accepted and received the funds for the loan from Municipal Finance
Corporation in the amount of $1.3M, with a repayment term of 20 years and interest rate
of 2.93%.

Clayton Tuckfield will be present, via Zoom, at the Board meeting to discuss the revised
analysis and answer any questions the Board or public may have. The Horizon Drive
capacity fee cost draft summary analysis report is attached for presentation and
discussion.

Staff is seeking direction from the Board to accept the proposed capacity fees. If the
Board accepts the proposed capacity fees, the capacity fees will brought back to the
regular board meeting, December 15, 2021, for the following steps:

1. Public hearing

2. Approval of district ordinance

The proposed ordinance will consist of Horizon Drive capacity fees, revision of District
Capacity fees and HWY 246 undercrossing fees.

Attachment
- Tuckfield and Associates Horizon Drive project costs analysis report
- Estimated cost summary spreadsheet



Tuckfield & Associates

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

MEMORANDUM

December 1, 2021

Subject: Horizon Line Capacity Charge Update

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) commissioned a Wastewater Rate Study (Rate Study)
that was completed in March 2021 which included updating three separate capacity charges of the District.
These charges included Annexation Fees, wastewater system capacity charges (System Capacity Charges),
and the Horizon Line Capacity Charge. Since the completion of the Rate Study, the Horizon sewer line
construction cost estimates have changed. Additionally, the District commissioned a Capacity Charge Study
for the wastewater system that was completed in June 2021 which increased the System Capacity Charges.

Considering these changes, the District desires to inform the new single-family residential (SFR) customers
that will connect to the Horizon sewer line of their total charges given these updates as well as to provide
an estimate of their semi-annual and monthly payments should they choose to finance their capacity
charges through District provided financing.

HORIZON LINE CAPACITY CHARGE

In the Rate Study, the Horizon sewer line project was assumed to connect 20 new customers to the sewer
line over the next five years. These new connections will be charged the entire cost to construct the Horizon
Line. Previously, the Horizon Line Capacity Charges were calculated with the following assumptions.

B The Horizon Line project cost is $800,000, financed through the CSDA Finance Corporation at 3
percent for 20 years

®  The Horizon Line Capacity Charge is calculated as $800,000 / 20 = $40,000 per ERU
B The Horizon Line Capacity Charge increases annually at 3 percent
B Customers connect to the sewer line at a rate of 4 ERUs annually for a total of 20 ERUs

B Customers finance their Horizon Line Capacity Charges through the District at 4.25 percent for
20 years

B The annual cash flow of the Horizon customer payment revenue less the annual CSDA debt service
payments is discounted at 3 percent annually to provide the Net Present Value

Table 15 of the Rate Study indicated that the District would recover its costs from the capacity charges to
the new customers under the assumptions stated above on a cash flow and net present value (NPV) basis.
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Since the completion of the Rate Study, the Horizon sewer line construction has been completed with a total
cost of $1,332,254. Also, three new customers have been identified that will connect to the sewer line.
Using this cost and revised customer count with the same assumptions discussed above, the Horizon Line
Capacity Charge is $57,924 per Equivalent Residential Unit (ERU) ($1,332,254 + 23 = $57,924). The District
should be able recover its costs from these capacity charges on a NPV basis as provided in Table 1.

SYSTEM CAPACITY CHARGE

The District’s System Capacity Charges were updated with the completion of the Capacity Charge Study in
June 2021. Single-family residential (SFR) customers connecting to the Horizon sewer line project will pay
the current System Capacity Charge of $6,336.98 if they connect before May 1, 2022. After this date, the
charges will increase to $9,995.56 and will continue to increase each January 1 with the increase in
Engineering News Record (ENR) Construction Cost Index (CCl). If a SFR customer waits to connect until after
May 1, 2022 but before January 1, 2023, they will pay $3,658.58 more than if they pay their total charges
before May 1, 2022, or $136.69 more semi-annually (522.78 per month) if they finance their charges through
the District. The charges and the estimated semi-annual and monthly payments are provided in Table 2.

ANNEXATION COSTS

The Annexation Fee was established with the District’s purchase of the original wastewater collection system
in 1983 and includes the Highway 246 pump station. The Annexation Fee is currently $1,644.78 per ERU.
Additional costs include an annexation administration fee of $350 for total Annexation Costs of $1,994.78.

TOTAL CHARGE FOR HORIZON LINE CONNECTION

For a SFR customer connecting to the Horizon sewer line, the total charge is a sum of the Horizon Line
Capacity Charge, System Capacity Charge, and Annexation Costs discussed above plus a Highway 246
undercrossing charge, a plan check fee, and an inspection fee. In addition, if a SFR customer finances these
charges under the District’s installment payment policy, the charges will also include District staff time and
legal fees, and noticing, recording, and publication costs.

| 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

ALSHlfidd

G. Clayton Tuckfield
Principal Consultant
Tuckfield & Associates
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