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CAPITAL FACILITIES PLAN AND IMPACT FEE EXECUTIVE
SUMMARY

The Washington County Water Conservancy District (the “District”) proposes in this
Retail Water Capital Facilities Plan (CFP) an approach to funding growth related retail
water infrastructure to benefit retail customers in the Hurricane Valley Retail Water
System/East Leeds (HVRWS) and the Toquerville Secondary Water System (TSWS). \
A key expense component of this analysis is the District Water Availability Charge,
which has been adopted pursuant to the Water Regional Capital Facilities Plan And
Impact Fee Analysis to recover from new growth the costs of developing water source
throughout Washington County.

This analysis focuses on the updated impact fees assessed within the HYRWS and East
Leeds System, and TSWS. The HVRWS and the East Leeds System are District retail
systems and are included in this analysis as the HVRWS/ Leeds Service Area. The
TSWS Service Area is supplied by the District pursuant to contract with the City of
Toquerville. Although the District owns the secondary system, the TSWS Board of
Trustees, which is separate from the Board of the District, has the ability to adopt the
TSWS impact fee. This analysis recommends the maximum TSWS.

DiISTRICT WATER AVAILABILITY CHARGE

It should be noted that the Water Availability Charge or impact fee prescribed in this CFP
pertains to water source, supply, and treatment provided to by the District. Additional
impact fees related to the costs of retail distribution, storage, supplemental source,
or_other _distribution system capital needs may be assessed to new development in
addition to the Water Availability Charge recommended in this CFP provided that
the additional impact fees do not recover any portion of the costs or capacities
included in the Water Availability Charge.

Water supply and capital infrastructure, as defined by the Impact Fees Act, includes
water rights, wells, reservoirs, transmission facilities, distribution and storage tanks, and
engineering and professional costs related to keeping the system current. Vehicles,
apparatus, station equipment, administration facilities, and other necessary costs are not
addressed in this CFP as they cannot be included in the impact fees.
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DISTRICT SERVICE AREAS

The District’s legal service area is the entire county. The District’s retail service areas,
insofar as facilities are constructed and accessible for service, includes, the HVRWS/East
Leeds Retail System, and the TSWS. The fees recommended in this analysis may be
assessed, directly or indirectly, to all new growth within these two service areas. A map
of the proposed impact fee service areas is included in Appendix B at the end of this
report.

HURRICANE VALLEY RETAIL WATER SYSTEM/ EAST LEEDS — RETAIL WATER IMPACT FEES

The District currently assesses a water impact fee to the HVRWS/East Leeds system.
The HVRWS/East Leeds system currently serves approximately 800 ERUs which is
anticipated to grow to 10,000 ERUs once buildout for the system is reached in 2025.

This service area requires that approximately $12.7 million be spent in the future, plus the
costs of bond financing, to accommodate an additional 9,000 ERUs. The existing facility
can service a total of 1,000 ERUs of which, given 800 existing ERUs, leaves 200 ERUs
of capacity in the system that new growth can purchase. The total system depreciated
replacement cost is $492,545 of which $98,509 will be recovered through impact fees.

Figures 1 and 2 below shows the residential and non-residential impact fee calculations.
For residential lots larger than 10,000 Sf, and for all irrigated areas on apartments and
nonresidential development, an additional charge per square foot will be added. The
impact fee per ERU will be updated annually according to the schedule shown in Figure
3.

FIGURE 1: HVRWS/ EAST LEEDS RESIDENTIAL IMPACT FEES

Annual Impact Fee per ERU $ 5877 1% 6,170 | $ 6,479 | $ 6,803
3/4" Meter - 10k Sf or less irrigable area 1.00 | $ 5877 | $ 6,170 | $ 6,479 | $ 6,803
1.00" Meter 2.16 12,711 13,347 14,014 14,715
1.50" Meter 7.17 42,137 44,244 46,456 48,779
2.00" Meter 11.54 67,835 71,226 74,788 78,527
3/4"Meter - per 1,000 Sf above 10,000 Sf* 0.10 576 605 635 667

* |f a restrictive covenant has been recorded for a subdivision limiting irrigated area to 5,000 Sf or less per lot and a water conservation easement is
signed by the lot owner, or other provision satisfactory to the District is made to reliably limit water use and recover capital costs for use over one ERU
(0.89 Af) in one year, the impact fee may be capped at 1 ERU
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FIGURE 2: HVRWS/ EAST LEEDS RESIDENTIAL IMPACT FEES

Impact Fee Land Use ERUs 2006 Impact Fee 2007 Impact Fee 2008 Impact Fee 2009 Impact Fee
Annual Impact Fee per ERU 5,877 6,170 6,479 6,803
3/4" Meter - 10k Sf or less irrigable area 1.00(|$ 5877 1% 6,170 | $ 6,479 | $ 6,803
1.00" Meter 2.16 12,711 13,347 14,014 14,715
1.50" Meter 7.17 42,137 44,244 46,456 48,779
2.00" Meter 11.54 67,835 71,226 74,788 78,527
3/4"Meter - per 1,000 Sf above 10,000 Sf 0.10 576 605 635 667

* Meters of 3" or larger will be independently assessed and calculated according to the non-
standard use formula included in the impact fee resolution.

FIGURE 3: ANNUAL HVRWS/ EAST LEEDS IMPACT FEES PER ERU*

Proposed pa ee pe R

Year Proposed Fee Year Proposed Fee
2005 $ 5,597 2016 $ 9,572
2006 5,877 2017 10,051
2007 6,170 2018 10,553
2008 6,479 2019 11,081
2009 6,803 2020 11,635
2010 7,143 2021 12,217
2011 7,500 2022 12,828
2012 7,875 2023 13,469
2013 8,269 2024 14,143
2014 8,682 2025 14,850
2015 9,116

TOQUERVILLE SECONDARY WATER SYSTEM — RETAIL WATER IMPACT FEES

The Toquerville Secondary Water System currently provides approximately 1,800 Af of
secondary water within the TSWS Service Area. The TSWS Service Area is about 55%
built-out and projected demands show that buildout will be reached in 2018 with a total

demand of 3,340 Af.

FIGURE 4: TSWS RESIDENTIAL/NON-RESIDENTIAL IMPACT FEES

0[0]¢ na 0[0) pa 008 na
0 = 00 pa e ee ee ee
Annual Impact Fee per ERU| $ 3,995 | $ 41951 $ 44051 % 4,625
Residential - 10,000 Sf or less 0491$%$ 1,958 | $ 2,056 | $ 2,158 | $ 2,266
Residential - per 1,000 Sf above 10,000 Sf* 0.10 392 411 432 453
Commercial - per 1,000 Sf of Irrigated Area 0.10 392 411 432 453

! Recommended impact fee includes the District Water Availability Charge
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FIGURE 5: ANNUAL TSWS IMPACT FEES

TSWS Proposed Impact Fee per Af

Year Proposed Fee Year Proposed Fee
2005 $ 3,995 2012 $ 5,622
2006 4,195 2013 5,903
2007 4,405 2014 6,198
2008 4,625 2015 6,508
2009 4,856 2016 6,834
2010 5,099 2017 7,175
2011 5,354 2018 7,534

CONCLUSION

As the future projects are required to serve new growth, the costs of the projects and
related financings will be recovered through impact fees or an alternative method that
recovers the capital costs appropriately. The impact fee recommended in this analysis has
been calculated using an equitable methodology that allocates the portion of future and
existing water capacity to future growth.
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CHAPTER 1

OVERVIEW OF RETAIL IMPACT FEES
(WATER AVAILABILITY CHARGE)

Impact Fee Summary
» Impact fees must meet the requirements
of the Impact Fees Act (Utah Code 11-36)

» The District serves more than 5,000
persons within its boundaries and therefore
needs a formal Capital Facilities Plan in
order to impose impact fees.

» This written analysis includes an
executive summary, proportionate share
analysis, and a reasonable plan for capital
projects.

» Impact fees must be adopted by a
District resolution.

» Impact fees collected must be kept in a
separate interest-bearing account.

» Impact fees must be spent within six
years of collection unless encumbered for
a specific purpose. All funds modeled in
this analysis will be spent within six years.

» Impact fee revenues can only be spent
on projects or expenses identified in the
Capital Facilities Plan.

» Any property owner required to pay an
impact fee may challenge the accuracy of
the impact fee or the procedure through
which it was adopted.

OVERVIEW OF IMPACT FEES

Impact fees are charged to ensure that new growth pays its
proportionate share of the costs for the development of
water and other public infrastructure. Impact fee revenues
can be attributed to future expansion of the water system if
the revenues are used to maintain an existing level of
service. Increasing an existing level of service or the curing
of existing deficiencies cannot be funded with impact fees.

Impact fees have become an ideal mechanism for funding
growth-related infrastructure. Impact fees have had legal
consequences on local political subdivisions and developers
within Utah. Impact fees have been debated extensively,
and until 1997 there were few stringent legal guidelines that
municipalities and special service districts were required to
follow when implementing impact fees. The current
legislation regarding impact fees is set forth in the Impact
Fees Act found in Utah State Code Title 11, Chapter 36,
Sections 1-5.

With the passage of the Impact Fees Act, the State of Utah
became one of twenty-two states to adopt legislation
regulating the imposition of impact fees. This legislation
gives certainty to the ability of the District to impose
equitable and “fair” impact fees on new development.

The Impact Fees Act has been shaped and molded over time
by various court cases that have established precedents that
have been incorporated into the latest amendments to the
Impact Fees Act. Of all the court cases, Banberry

Development Corp. vs. City of South Jordan® has likely been the most influential. This

case established the requirements of the proportionate share tests and identification of a
rational nexus between fees and project costs and capacities.

2631 P. 2d 899, 903-4 (Utah 1981.)

PAGE 8




WASHINGTON COUNTY WATER CONSERVANCY DISTRICT —

RETAIL WATER CAPITAL FACILITIES PLAN AND IMPACT FEE ANALYSIS
AMENDED OCTOBER 17, 2006

IMPACT FEES AS A SOURCE OF REVENUE

An impact fee is distinctly different from a tax, special assessment, building permit fee,
hook-up fee, or other reasonable permit or application fees, such as conditional use or
subdivision application fees. Impact fees serve three main purposes: (1) proportionally
allocate the costs of future projects to the new development that they will be constructed
to serve, (2) allow new customers to purchase equity in the existing system, and (3)
perpetuate the historic level of service provided by existing facilities.

Cities generally cannot pay for all the needed improvements using only revenues
generated by property taxes, user fees or other revenue sources. The question raised is
whether current residents should be required to pay for new capital facilities serving only
new growth, or should the responsibility of paying for these facilities be passed on to new
residents and businesses? Although the growth of industry and residences within a
service area ultimately leads to increased user fee revenues and property tax revenues, the
incoming entities, not existing residents, must be responsible for improvements that
increase capacity.

REQUIRED ELEMENTS FOR THE ADOPTION OF IMPACT FEES

As mentioned earlier, local governments must pay strict attention to the requirements
enumerated in the Impact Fees Act regarding the assessment of impact fees. Before
impact fees can be legally assessed by the District, a written impact fee analysis and an
impact fee resolution must be prepared. The District is required by the Impact Fees Act
to prepare a capital facilities plan before imposing an impact fee since the District serves
a population of greater than 5,000 persons. The CFP is incorporated into this document
as Section I.

WRITTEN IMPACT FEE ANALYSIS

The written impact fee analysis, required under the Impact Fees Act, must identify the
impacts placed on the facilities by development activity and how these impacts are
reasonably related to the new development. The Impact Fees Act requires the written
impact fee analysis to include a Proportionate Share Analysis which is intended to
equitably divide the capacity and costs of each project identified in the reasonable capital
improvements plan between future and existing users relative to the benefit each group
will receive from the project. The Proportionate Share Analysis, included in Chapter 5 of
this analysis, is made to satisfy this requirement.’

% 11-36-201(5)(b)
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The Impact Fees Act requires an Executive Summary of the impact fee analysis to be
prepared which clearly and concisely states a brief overview of the proposed impact fee
structure and the methodology and cost basis used to calculate the maximum allowable
impact fees.* The Executive Summary is included at the beginning of this document.

IMPACT FEE ENACTMENT RESOLUTION
The impact fee enactment, referred to as the resolution in this analysis, must be adopted
by the District Board to enact the proposed fees for HVRWS, but not for TSWS which
must be enacted by the TSWS Board .°

This resolution must include the following elements enumerated in Utah State Code Title
11, Chapter 36, Sections 1-5:

A provision that establishes one or more service areas;

A schedule of impact fees for each type of system improvement that shows the formula
by which the impact fee was derived; and

Provisions that will allow local governments to adjust or modify the impact fee to take
into account any changes or unusual circumstances to ensure that the impact fee is
administered fairly.

EE

=

IMPACT FEE NOTICING AND ADOPTION PROCEDURES — 11-36-202

A reasonable notice of the public hearing must be published in a local newspaper at least
14 days before the actual hearing. A copy of the proposed Impact Fee Resolution and
the Written Impact Fee Analysis must be made available to the public during the 14-day
noticing period for public review and inspection. Copies of these items must be posted in
designated public places which include the District offices and each public library within
the District’s jurisdiction.

Following the 14-day noticing period, a public hearing must be held, at which point the
District Board may adopt, amend and adopt, or reject the Impact Fee Resolution and
proposed fee schedule. Following the adoption, Utah Code Section 10-3-711 and 712
requires that a summary of the resolution be published in order for the resolution to
become effective. The hearing for imposing the impact fees for the HVRWS/East Leeds
and the TSWS impact fees is currently scheduled for March XX, 2006.

*11-36-201(5)(c)
®11-36-202(1)(a-b)
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ACCOUNTING FOR, EXPENDITURE OF, AND REFUND OF IMPACT FEES

ACCOUNTING FOR IMPACT FEES — UTAH CODE 11-36-301
The Impact Fees Act requires any entity imposing impact fees to establish an interest-
bearing ledger account for each type of public facility for which an impact fee is
collected. Any interest earned in each account must remain in that account. At the end
of each fiscal year, the District must prepare a report for each fund or account showing
the source and amount of all monies collected, earned, and received by each account and
all expenditures made from each account.

EXPENDITURE OF IMPACT FEES — UTAH CODE 11-36-302
The District may only expend impact fees for system improvements identified in the
Capital Facilities Plan.® All funds collected must be spent or encumbered within six
years of collection, or the District must provide an extraordinary or compelling reason
why the fees must be held longer or provide an ultimate date by which the impact fees
collected will be expended.” This allows for the District to retain funds for projects that
have been delayed or are beyond a six year timeframe.

The improvements that are financed through impact fees must be owned or operated by
the District or another local public entity with which the District has contracted or will
contract for services and improvements that will be operated on the behalf of the District
or that the District will operate on behalf of that entity.

This analysis demonstrates the need for the District to collect and retain impact fees
beyond the six years in order match collected impact fee revenues with capital
expenditures for capital improvements. Unless development is slower than projected, it
IS not anticipated that the District will collect and retain impact fees for these
improvements beyond 2038 which is the projected horizon for this CFP.

REFUNDS OF IMPACT FEES — UTAH CODE 11-36-303
The District is required to refund any impact fees collected plus interest earned since their
collection if 1) a developer who has paid impact fees does not proceed with the
development activity and has filed a written request for a refund, 2) the fees have not
been spent or encumbered within the six year period, or 3) the new development which
has paid impact fees has not created an impact upon the system.®

¢ 11-36-302(1a)
711-36-302(2b)
§11-36-303(1-3)
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CHALLENGING IMPACT FEES — UTAH CoDE 11-36-401-402

The Impact Fees Act allows any person, entity, or property owner within the service area,
or any organization, association, or corporation owning property within the service area
that is required to pay an impact fee to challenge the accuracy of the calculated fee or
procedure by which the fee was adopted.” Any person or entity challenging the impact
fee may file a written request for information including the written Impact Fee Analysis,
resolution and other information related to the fee calculation from the city or district
imposing the fee. This information must be provided within two weeks.

An individual has the right to challenge the noticing or procedures of enacting any impact
fee adopted on or after July 1, 2000. To remedy any adoption procedure found to be
faulty, the District must repeat the process of noticing and adoption. If the fees are found
to be inaccurate, the District must revise the fee structure to correct any miscalculation
and repeat the adoption process. If the fees are found to be incorrect and have already
been collected, the District must refund the difference between what was collected and
what should have been collected, plus interest earned since their collection on these
funds. The parties may settle any impact fee dispute through arbitration.

®11-36-402
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CHAPTER 2
HVRWS/EAST LEEDS PROJECTS AND IMPACT FEE
CALCULATION

HVRWS/EAST LEEDS WATER SYSTEMS

The Hurricane Valley Retail Water System (HVRWS) and the East Leeds Water System
are separate water systems but serve similar areas of unincorporated Washington County.
Because demands, capital needs, and service to unincorporated areas of the County are
common for the two systems they are grouped into one service area.

FUTURE DEMANDS AND LEVEL OF SERVICE

Growth is expected to come fast in the HVYRWS/East Leeds area. Approximately 800
ERUs of water is currently used in the area but that amount is expected to increase to
10,000 ERUs by 2024.

The same level of service which applies to the Water Availability Charge applies to the
HVRWS and the ELWS systems. An ERU is calculated to be 0.89 Af of water with 51%
applied to indoor demands and 49% to outdoor demands equivalent to approximately

5,000 Sf of irrigated turf.

FIGURE 2.1: PROJECTED GROWTH WITHIN THE HVRWS/ EAST LEEDS SERVICE AREA

Growth in ERUs in HYRWS/ East Leeds Service Area
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IMPACT FEE QUALIFYING EXPENSES

FUTURE AND EXISTING CAPITAL PROJECTS REQUIRED TO SERVICE GROWTH
The impact fee is structured to recover a buy-in fee for unused capacity in the existing
system, future capital project costs for the distribution and storage system required to
distribute water to customers which includes bond financing costs. Water source will be
provided through the District facilities and the applicable Water Availability Charge will
be assessed in addition to the costs of the HVRWS/ East Leeds distribution systems.

FIGURE 2.2: FUTURE CAPITAL PROJECTS

Current Year Project Construction Year
Project Costs Completion Date Costs

Storage 7,800,000 8,387,878
Pump Station 650,000 2007 698,990
Transmission 3,377,088 2007 3,631,616

$ 11,827,088 $ 12,718,484

Buy-IN IMPACT FEE
Based upon the proportionate share analysis it is determined that $98,509 of qualifying
assets relate to unused capacity in the system. The buy-in impact fee as shown below is
structured to recover this value.

FIGURE 2.3: PROPOSED BUY-IN EXPENSE

Current
Replacement Cost @ Depreciated
Description Date in Service Book Cost 5% % Depreciated Replacement Cost
Group: HVRWS

68 2 WATER TANKS 1997 200,000.00 281,420.08 18% 232,171.57
100 Pump 1998 16,429.30 22,016.83 60% 8,806.73
101 Fence 1998 4,051.39 5,429.25 40% 3,257.55
102 Generator 1998 12,200.00 16,349.17 60% 6,539.67
Transmission 1998 170,366.14 228,306.92 15% 194,060.88
Transmission 1999 39,687.90 50,652.94 13% 44,321.32
Transmission 2000 3,105.04 3,774.20 10% 3,387.10
HVRWS Totals $  445839.77 $ 607,949.39 $ 492,544.82

FIGURE 2.4: PROPORTIONATE SHARE

Depreciated

Total Capacity Contracted/Used Proportionate Replacement

(ERU) Capacity (ERU) Share to Growth Cost Cost to Growth

HVRWS Existing Facilities 1,000 800 20% $ 492,545 | $ 98,509
Capital Projects 9,000 - 100% 12,718,484 12,718,484
10,000 800 $ 13,211,029 |$ 12,816,993
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FIGURE 2.5: FUTURE HVRWS/EAST LEEDS IMPACT FEE EXPENSES

Future Capital Projects $  12,718,483.80
Proposed Bond Debt Service 24,820,668.69
Impact Fee Updates 51,624.95
Bond Proceeds (12,718,483.80)
Buy-In Value 98,508.96

$  24,970,802.60

SECONDARY WATER AVAILABILITY CHARGE
The system will also need to supplement its own water sources with water provided by
the District. Each ERU connecting to the system will be required to pay a Secondary
Water Availability Charge to the District.

IMPACT FEE ANALYSIS UPDATES

As development occurs and capital project planning is periodically revised, the future
lists of capital projects and their costs may be different than the information presented in
this analysis. For this reason, it is assumed that the District will perform updates to the
analysis every three to four years. A 2004 cost of $5,000 per update, including a 3.7%
annual increase to account for inflation, is shown in Figure 2.6.

FIGURE 2.6: IMPACT FEE UPDATES

Year Update Costs

2005 $ 5,000
2009 6,078
2013 7,387
2017 8,979
2021 10,914
2025 13,266

$ 51,625

RECOMMENDED MAXIMUM IMPACT FEES PER ERU

The overall assignments of proportionate share and costs have been based on a per acre-
foot basis, but ultimately the cost per acre-foot is converted to a per ERU basis. The
Utah State Drinking Water Board requires that the District provide enough infrastructure
to service 0.89 Af of water per single family dwelling unit. The actual adopted impact
fee schedule is shown below on a per ERU basis.
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FIGURE 2.7: RECOMMENDED HVRWS/ELWS IMPACT FEE PER ERU™

Proposed pa ee pe R

Year Proposed Fee Year Proposed Fee
2005 $ 5,597 2016 $ 9,572
2006 5,877 2017 10,051
2007 6,170 2018 10,553
2008 6,479 2019 11,081
2009 6,803 2020 11,635
2010 7,143 2021 12,217
2011 7,500 2022 12,828
2012 7,875 2023 13,469
2013 8,269 2024 14,143
2014 8,682 2025 14,850
2015 9,116

FIGURE 2.8: HVRWS/ EAST LEEDS RESIDENTIAL IMPACT FEES

0 R 006 Impact Fee 200 pact Fee 2008 Impact Fee 2009 Impact Fee
Annual Impact Fee per ERU $ 58771 $ 6,170 | $ 6,479 ] $ 6,803
3/4" Meter - 10k Sf or less irrigable area 1.00|$ 58771 $ 6,170 | $ 6,479 1 $ 6,803
1.00" Meter 2.16 12,711 13,347 14,014 14,715
1.50" Meter 7.17 42,137 44,244 46,456 48,779
2.00" Meter 11.54 67,835 71,226 74,788 78,527

3/4"Meter - per 1,000 Sf above 10,000 Sf* 0.10 576 605 635 667

* If a restrictive covenant has been recorded for a subdivision limiting irrigated area to 5,000 Sf or less per lot and a water conservation easement is
signed by the lot owner, or other provision satisfactory to the District is made to reliably limit water use and recover capital costs for use over one ERU

(0.89 Af) in one year, the impact fee may be capped at 1 ERU

FIGUure 2.9: HVRWS/ EAST LEEDS NON-RESIDENTIAL IMPACT FEES

Impact Fee Land Use ERUs 2006 Impact Fee 2007 Impact Fee 2008 Impact Fee 2009 Impact Fee
Annual Impact Fee per ERU 5,877 6,170 6,479 6,803
3/4" Meter - 10k Sf or less irrigable area 1.00| % 58771 $ 6,170 | $ 6,479 1 $ 6,803
1.00" Meter 2.16 12,711 13,347 14,014 14,715
1.50" Meter 7.17 42,137 44,244 46,456 48,779
2.00" Meter 11.54 67,835 71,226 74,788 78,527
3/4"Meter - per 1,000 Sf above 10,000 Sf 0.10 576 605 635 667

* Meters of 3" or larger will be independently assessed and calculated according to the non-

standard use formula included in the impact fee resolution.

FIGURE 2.10: FORMULAS FOR NON-STANDARD IMPACT FEE CALCULATION

Projected Annual Water

Demand (AF) /

19 proposed impact fee for HVRWS/East

Recommended
Impact Fee

Annually Adjusted

089 X Impact Fee per ERU -

Leeds includes the District Water Availability Charge.
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ANNUAL ENDING FUND BALANCES

The impact fees are set at a level so that the ending year balance at the project horizon of
2025 is zero which indicates that the District created neither a loss nor a profit with the
imposition of the impact fees assuming that growth occurs as projected. The objective of
the impact fee fund is to maintain a positive balance, which can be achieved with debt
financing, inter-fund loans, or by deferring projects until sufficient funds are amassed. If
any deficits were shown in the annual ending fund balances the model is structured to use
property tax or stabilization fees to offset shortfalls.

FIGURE 2.11: PROJECTED IMPACT FEE FUND BALANCES

Projected Annual Impact Fee Fund Balances

Year Fund Balance Year Fund Balance

2005 $ 666,554 2015 $ 3,570,936
2006 1,391,683 2016 3,999,294
2007 2,173,821 2017 4,488,952
2008 2,189,088 2018 5,062,581
2009 2,237,606 2019 5,716,734
2010 2,334,471 2020 6,456,993
2011 2,477,096 2021 6,985,167
2012 2,668,997 2022 7,598,738
2013 2,906,515 2023 8,292,285
2014 3,208,156 2024 9,071,285

2025 (0)
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CHAPTER 3

TSWS PROJECTS AND IMPACT FEE CALCULATION

CALCULATION OF THE TSWS IMPACT FEES

The TSWS provides secondary water to areas around Toquerville by contract with the
City. The calculation of the impact fees for TSWS is based upon a cashflow analysis that
includes the proportionate value of unused capacity in the existing system and the cost of
water to be provided by the District. There will be no future capital projects included in

the impact fees.

PROJECTED GROWTH IN TSWS

The qualifying expenses are spread across 1,944 ERUs of existing and future water
capacity that the projects are expected to generate through the project horizon of 2018.
The impact fees are to be increased annually by 5% to account for the time-value of
money to ensure that the burden is equitably spread from a real cost perspective.

FIGURE 3.1: PROJECTED GROWTH IN TSWS

Growth in ERUs in TSWS
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IMPACT FEE CASHFLOW STRUCTURING

EXISTING INFRASTRUCTURE

The TSWS is a system that is more than half way built-out and it is projected that the

District will not construct any additional projects within the system.

Impact fees will

include a buy-in cost for $2,014,445 which is the value of the unused capacity of the

system that is reserved to serve new growth.
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FIGURE 3.2: RECOMMENDED Buy-IN COSTS
Depreciated

Contracted/Us  Proportionate Replacement

Total Capacity ed Capacity  Share to Growth Cost Cost to Growth
TSWS Existing Facilities 3,753 2,022 46% $ 4,368,991 | $ 2,014,445
| 3,753 2,022 $ 4,368,991 | $ 2,014,445

WATER AVAILABILITY CHARGE
The TSWS will also need to supplement its own water sources with water provided by
the District. Similar to HYRWS/East Leeds, growth in TSWS will need to pay a water

availability charge for each additional ERUs of water source to meet needs through
buildout.

FIGURE 3.3: Buy-IN IMPACT FEE CALCULATION
Proposed Impact Fee Assessed by Connection Size

Future Capital Projects $ -
Proposed Bond Debt Service -
Impact Fee Updates 27,007.59
Bond Proceeds -
Buy-In Value 2,014,445.12
$ 2,041,452.72

IMPACT FEE ANALYSIS UPDATES

As development occurs and capital project planning is periodically revised, the future
lists of capital projects and their costs may be different than the information presented in
this analysis. For this reason, it is assumed that the District will perform updates to the

analysis every three to four years. A 2004 cost of $45,000 per update, including a 3%
annual increase to account for inflation, is shown in Figure 3.7.

FIGURE 3.4: IMPACT FEE ANNUAL UPDATES

2005 $ 5,000
2009 6,078
2013 7,387
2017 8,543

$ 27,008

RECOMMENDED MAXIMUM IMPACT FEES PER ERU

The overall assignments of proportionate share and costs have been based on a per acre-
foot basis, but ultimately the cost per acre-foot is converted to a per ERU basis. The
Utah State Drinking Water Board requires that the District provide enough infrastructure

to service 0.89 Af of water per single family dwelling unit. The actual adopted impact
fee schedule is shown below on a per ERU basis.
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FIGURE 3.5: RESIDENTIAL TSWS WATER IMPACT FEE

0 = 00 pna e e e ee
Annual Impact Fee per ERU| $ 3,995 | $ 41951 $ 44051 % 4,625
Residential - 10,000 Sf or less 0491$% 1,958 | $ 2,056 | $ 2,158 | $ 2,266
Residential - per 1,000 Sf above 10,000 Sf* 0.10 392 411 432 453
Commercial - per 1,000 Sf of Irrigated Area 0.10 392 411 432 453

FIGURE 3.6: RECOMMENDED ANNUAL TSWS WATER IMPACT FEE™

TSWS Proposed Impact Fee per Af

Year Proposed Fee Year Proposed Fee
2005 $ 3,995 2012 $ 5,622
2006 4,195 2013 5,903
2007 4,405 2014 6,198
2008 4,625 2015 6,508
2009 4,856 2016 6,834
2010 5,099 2017 7,175
2011 5,354 2018 7,534

NON-STANDARD IMPACT FEE CALCULATIONS
Figure 3.7 shows the non-standard formulas to be included in the District’s impact fee

resolution.

FIGURE 3.7: FORMULAS FOR NON-STANDARD IMPACT FEE CALCULATION

Projected Armal Water
Demard [ &AF)

\ 083 = Impact Fee per ERT

ANNUAL ENDING FUND BALANCE
Figure 3.8 shows the ending impact fee fund balance for each year. The impact fees are
set at a level so that the ending year balance at the project horizon of 2018 is zero which
indicates that the District created neither a loss nor a profit with the imposition of the
impact fees assuming that growth occurs as projected.

Anrmially & dusted

Eecomm ended
Impact Fee

The objective of the impact fee fund is to maintain a positive balance, which can be
achieved with debt financing, inter-fund loans, or by deferring projects until sufficient
funds are amassed.

1 Recommended impact fee includes the District Secondary Water Availability Charge which excludes the
costs of regional water treatment.
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FIGURE 3.8: PROJECTED IMPACT FEE FUND BALANCES

Projected Annual Impact Fee Fund Balances

Year Fund Balance Year Fund Balance
2005 $ (3,635) 2012 1,593.64
2006 (2,309.85) 2013 (3,728.42)
2007 (873.73) 2014 (1,722.00)
2008 680.75 2015 450.52
2009 (3,716.64) 2016 2,799.43
2010 (2,085.43) 2017 (2,856.89)
2011 (318.15) 2018 0.00
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CHAPTER 4
RETAIL CAPITAL FACILITIES FINANCE PLAN

This Retail Capital Facilities Finance Plan (“CFFP”) lays out the structure for the
financial plan of the two retail systems and will address the key issues surrounding the
financial viability of the each system. The CFFP is structured to analyze the revenues
that can be collected from a retail water system, timing of the capital projects, timings of
bonds and impact fee collections, and a summary of covenants and financial requirements
that must be met by the District to maintain credit-worthiness.

As required by the Impact Fees Act, the Capital Facilities Plan must include a reasonable
plan that considers all revenue sources, including impact fees, which may be used to
finance system improvements. In conjunction with this revenue analysis, there must be a
determination that impact fees are necessary to achieve an equitable allocation of the
costs of the new facilities between the new and existing users.

It is projected that the District will use some debt to finance required retail water
facilities. These future debt issues will be repaid through impact fee revenues. Impact
fee revenues are projected to be sufficient to cover the debt service of these bonds and
reserves will be established to make up any shortfalls that may occur. However, impact
fee revenues will ultimately repay any shortfalls.

AVAILABLE REVENUE SOURCES

The District has historically recovered three charges from Retail Customers. These
include the following:

IMPACT FEE

The retail water impact fees will be assessed according to the requirements of the Utah
Impact Fees Act to new development within the HRVWS/ East Leeds Service Areas and
the TSWS Service Area. The retail impact fees, which will include a Water Availability
Charge, will be assessed to recover from new development the cost of uncommitted
capacity in the existing District-Owned and District-Operated facilities, and the retail
system as well as to provide the funding for the construction of the future water source,
supply, and treatment facilities required to serve new development. The retail impact fee
may also recover the costs of bond financing as well as professional expenses required to
calculate the fees and prepare a CFP.

The Water Availability Charge will be assessed to each new platted lot or new
connection. It is contemplated that this charge will be assessed as an impact fee by the
District upon platting or other authorization of new development within the District
Service Area.
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RETAIL WATER RATES
A water development surcharge will be assessed on all retail customers irrespective of the
source of water. These funds will be set aside for rate stabilization and to supplement the
costs of capital facilities if necessary. This charge will result in a relatively constant,
long-term flow of money as opposed to a one-time, up-front charge.

The surcharge will be a minimum of 5% assessed monthly on the retail water customer
bills. This percentage may be increased to ensure revenue sufficiency in order to meet
debt service requirements of capital facilities in the event reduced growth renders Water
Availability Charges inadequate..

CLASS A PROPERTY TAX

The District’s mill levy authorization can be a source of funding. However, in order to
raise its mill levy from the current rate of .0009 to the full .001 allowed under the Water
Conservancy Act for districts within the Lower Colorado Drainage Basin, it must go
through a “truth in taxation” hearing. The money raised from property taxes cannot be
pledged as security for bonds, but it can be used after the fact to pay the debt service on
bonds. Property tax revenues may also be used for development as well as operation &
maintenance costs.

ISSUANCE AND PAYMENT OF BONDS

One bond is proposed to finance retail improvements in the HVRWS/ East Leeds Service
Area. The annual bond debt service, including principal and interest, will be repaid
through impact fees collected. A summary of the bond that is programmed to be issued
in 2007 is found above in Chapter 10. The impact fee model incorporates the pre-
payment of these bonds as sufficient impact fee revenues are collected.

The bonds proposed in this CFFP and impact fee model are structured with a typical 30-
year amortization and a flat coupon rate of 5.5% which is reflective of public market rates
as well as the costs of borrowing from lending resources of the State of Utah. Costs of
issuance are calculated at 2.5% which includes the costs of a surety reserve that is
included instead of a debt service reserve fund.

IMPACT FEE CREDITS

The standard bond covenants will be met while using the retail water impact fees as the
primary source of revenues for the payment of debt service and future capital projects. It
is a standard practice for many utilities to levy a monthly user rate that includes a degree
of coverage for debt. Depending upon the structuring of the impact fees, this may require
that new development receive a credit to their impact fees for the portion of user rates
that are collected to pay the same debt expense that is also included in the impact fees.
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Because impact fees are considered a legitimate revenue source for the District’s bond
holders, the District’s overall coverage requirements are met through the projected impact
fee revenues. Projects that will be financed with debt will be paid through impact fees
and coverage is not specifically provided in the monthly user rates. A credit for impact
fees will not be provided since the same project, financing, or other expenses are not

included in both impact fees or user rates.

PROJECTED RETAIL WATER IMPACT FEE REVENUES

Impact fee cashflows are modeled to produce a zero ending fund balance once planning
horizon is achieved to ensure that the District does not profit or receive a loss through
impact fees. All impact fees collected are required to be segregated in an interest-bearing
account and funds may only be spent on qualifying capital projects identified in the CFP.

It is clear that impact fees should be sufficient to pay all qualifying expenses without any

annual deficits. This positive cashflow is largely a product of the high growth rate
projected by the GOPB. If the rate of growth were to occur slower than projected then
deficits may occur however the timing of projects may be shifted to a future date if a
slower growth rate would delay the need for the projects. It is recommended that the
impact fees be reviewed at least annually to adjust for actual rates of growth.
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CHAPTER 5
RETAIL PROPORTIONATE SHARE ANALYSIS

Retail impact fees are calculated based upon the capacity that is available for new growth
in both existing and future projects. The proportionate share analysis is required to
determine the proportion of existing and future capital projects that are available to serve
growth.

PROPORTIONATE SHARE OF COSTS

FUTURE CAPITAL PROJECTS
The Proportionate Share of the costs of constructing future capital projects that may be
included into the impact fees must be the share of the capacity of the project that will
benefit new growth. This does not constitute repair and replacement projects, nor does it
provide a level of service per user higher than that which has been provided in the past.

The Proportionate Share of the costs will be funded through District revenue sources and
not grants or sources that do not require repayment. All capacity provided by the future
capital projects is intended to serve new development and will not increase the level of
service, nor will it replace any existing projects and therefore all capital projects are
allocated fully to growth.

EXISTING CAPITAL PROJECTS

The District maintains four key systems within the existing District which serve existing
users but also maintain unused capacity for future users. The Impact Fees Act allows for
the recovery of costs of unused capacity through impact fees. The following table shows
the amounts of water committed for each of the four primary existing systems and the
amounts that each project will yield.

CAPITAL PROJECT FINANCING

OUTSTANDING AND FUTURE DEBT SERVICE
None of the retail systems currently have outstanding debt to be considered in the impact
fee calculation. The costs of the proposed Series 2007 Water Revenue bonds issued to
finance improvements for the HYRWS/ELWS are shown in Figure 2.3.
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EQuITY OF RETAIL WATER IMPACT FEES

The impact fees shown in this analysis are calculated based upon the proportionate share
of future capital projects and the existing water facility value that is currently
uncommitted and may be utilized to serve new development. No costs related to
committed capacity in the system or costs that do not qualify under the requirements of
the Impact Fees Act have been included in the retail impact fees or the Water Availability
Charge. The proportionality of costs between existing users and unused growth-related
capacity has been determined using the actual deliveries or contracted capacities in the
existing systems versus the total potential yield of the facilities.

Future capital projects are allocated to impact fees according to the capacity that the
projects provide to support new growth. The costs of projects that are to remedy
deficiencies in the existing system or provide a level of service greater than what is
required are not included in the impact fees. No element of repair or replacement is
included in the impact fees as these costs will be covered through monthly water bills.
The revenues from an anticipated federal grant have been removed from the capital
expense to ensure that these funds are not collected through impact fees as well.

The proposed impact fees meet the tests of the Impact Fees Act and only charge new
development for the reasonable costs related to providing an adequate water supply.

EFFECTS OF DEVELOPER FINANCINGS

Although developer exactions are unlikely for the infrastructure for the pooling, exactions
for the retail areas are encouraged and will be sought after. The impact fees for the two
retail areas will include the costs of all growth-related system improvements. If a
developer can construct a particular project found within the CFP at the developer’s own
cost, then the value of the improvements constructed will be removed from the
developer’s impact fee liability. If the value of the constructed improvements exceeds
the developer’s impact fee liability, then the developer will be reimbursed for the value of
the improvements above his impact fee liability through the impact fees paid by other
developments that will also benefit from the constructed projects.
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APPENDIX A: RETAIL WATER IMPACT FEE SCHEDULE
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APPENDIX B: SERVICE AREA MAP
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APPENDIX C: RETAIL WATER IMPACT FEE CALCULATIONS
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