WELCOME
To a Regular Meeting of the
Coeur d'Alene City Council
Held in the Library Community Room at 5:00 P.M.
AGENDA

VISION STATEMENT

Our vision of Coeur d’Alene is of a beautiful, safe city that promotes a high quality of life and
sound economy through excellence in government.

The purpose of the Agenda is to assist the Council and interested citizens in the conduct of the
public meeting. Careful review of the Agenda is encouraged. Testimony from the public will be
solicited for any item or issue listed under the category of Public Hearings. Any individual who
wishes to address the Council on any other subject should plan to speak when Item | - Public
Comments is identified by the Mayor. The Mayor and Council will not normally allow
audience participation at any other time.

March 7, 2023
A. CALL TO ORDER/ROLL CALL
B. EXECUTIVE SESSION (Action Item)- Pursuant to Idaho Code 74-206(1)(b), to consider
the evaluation, dismissal or disciplining of, or to hear complaints or charges brought against, a
public officer, employee, staff member or individual agent.
C. INVOCATION: Pastor Chris Lauri with Anthem CDA
D. PLEDGE OF ALLEGIANCE

E. AMENDMENTS TO THE AGENDA: Any items added less than forty-eight (48) hours
prior to the meeting are added by Council motion at this time. Action Item.

F. PRESENTATIONS:
1. Presentation of the Heart of History Award.

Presented by: Historic Preservation Commission Chair Walter Burns,
and Commissioner Sandy Emerson

2. Proclamation for Red Cross Month — March 2023

Accepted by: Tina Piaskowski, Red Cross Lead Volunteer
Greater Inland Northwest Chapter, American Red Cross
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3.

Mid-Year Budget Update

Presented by Vonnie Jensen, Comptroller

G. ANNOUNCEMENTS

1.
2.

City Council
Mayor

***ITEMS BELOW ARE CONSIDERED TO BE ACTION ITEMS

H. CONSENT CALENDAR: Being considered routine by the City Council, these items will be
enacted by one motion unless requested by a Councilmember that one or more items be
removed for later discussion.

1.
2.

Approval of Council Minutes for the February 21, 2023, Council Meeting.
Approval of General Services/Public Works Committee Meeting Minutes for February 27,
2023.

3. Approval of Bills as Submitted.
4,
5. Setting of a Public Hearing for March 21, 2023; 5:00 P.M.: A-4-22- Annexation of +/-

Setting of General Services/Public Works Committee Meeting for March 13, 2023.

440 Acres from County AG Suburban to City R-3, R-8, R-17, C-17L, & C-17
(Commonly Known as Coeur Terre) plus Approval of an Annexation and Development
Agreement. Location: N. of I-90, S. of W. Hanley Ave, E. of Huetter Rd.; Applicant:
Kootenai County Land Company, LLC
Approval of SS-22-10 — Final Plat for Woodman Acres; 3829 N. Schreiber Wy (East side
of the West entrance of Schreiber Way, South of Kathleen Avenue).
As Recommended by the City Engineer

Resolution No. 23-017
a. Declaration of two surplus police vehicles and authorization to auction.
b. Approval of the refund of sanitary sewer funding to the City of Dalton Gardens.
c. Approval of Amendments to Personnel Rule 27, FLSA Exempt Employees to add the

Deputy Fire Chiefs into the rule.
d. Approval of the Police Captains Memorandum of Understanding (MOU) for the term

of October 1, 2022, through September 30, 2023.

As Recommended by the General Services/Public Works Committee

I. PUBLIC COMMENTS: (Each speaker will be allowed a maximum of 3 minutes to address
the City Council on matters that relate to City government business. Please be advised that the
City Council can only take official action this evening for those items listed on the agenda.)

City Council Agenda March 7, 2023 2

NOTE: The City will make reasonable accommodations for anyone attending this meeting who require special assistance for
hearing, physical or other impairments. Please contact the City Clerk at (208) 769-2231 at least 72 hours in advance of the
meeting date and time.



J. OTHER BUSINESS:

1. Resolution No. 23-018 - Approval of Amendments to Personnel Rule 11, Unpaid Leave
of Absence.

Staff Report by: Melissa Tosi, Human Resources Director

K. PUBLIC HEARING:
Please sign up to testify at https://www.cdaid.org/signinpublic/Signinformlist

1. (LEGISLATIVE) Modifications to Municipal Code Chapter 13.08 and 13.16 for the
Purpose of Establishing New Wastewater User Charges and Fees. Rate and
Capitalization Fee Study.

Staff Report by: Mike Anderson, Wastewater Director,
and Shawn Koorn, HDR Engineering

a. Council Bill No. 23-1004- Modifications to Municipal Code Chapter 13.08 and
13.16 for the Purpose of Establishing New Wastewater User Charges and Fees.
Rate and Capitalization Fee Study.

L. ADJOURNMENT
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March 7, 2023

MEMBERS OF THE CITY COUNCIL:
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Council Members McEvers, English, Evans, Gookin, Miller, Wood
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2022-23 Financial Update

FUND BALANCE

Fund Balance Definition: The difference between assets
and liabilities in a governmental funds balance sheet.

Unassigned Fund Balance Definitions:

The residual classification for the government’s general fund which
includes all spendable amounts not contained in the other
classifications.

Everything left over once the total amount has the following
subtracted: restricted, committed and assigned funds.

The money available to prevent a cash-flow issue.




City of Coeur d’Alene’s Unassigned Fund Balance History
General Fund

DATE: BALANCE % of Budgeted Expenses
September 30, 2022 $11,880,092 24.5%
September 30, 2021 $12,407,062 26.8%
September 30, 2020 $9,183,668 19.5%
September 30, 2019 $9,057,245 21.4%
September 30, 2018 $9,799,963 24.4%

City of Coeur d’Alene’s Unassigned Fund Balance
General Fund - Continued

The Government Finance Officers Association recommends at a
minimum, that general purpose governments, regardless of size,
maintain unassigned fund balance of no less than two months of
regular general fund operating expenditures —16.7%

The difference between 24.5% and 16.7% is a depletion of $3.8 million.

The current budget includes a depletion of $1,998,625 to fund capital expenses




City of Coeur d’Alene’s Revenue History
General Fund

FY 21-22 FY 20-21 FY 19-20 FY 18-19

Property Taxes $22,001,349 | $16,352,305 |$21,412,243 | $20,248,856
Franchise Fees $3,693,780 | $3,496,936 | $3,383,414 | $3,342,783
Building Permits $2,606,690 $2,204,427 $1,722,192 | $1,777,732
State Sales Tax $6,127,597 | $5,760,465 | $4,339,452 | $4,152,212
State Liquor Tax $1,453,820 | $1,466,428 | $1,283,567 | $1,227,288
State Highway Users $3,858,406 | $3,166,179 | $2,410,601 | $2,451,828
Kootenai EMSS $1,792,490 | $1,757,665 | $1,706,534 | $1,689,239
Transfers $2,428,037 | $2,534,126 | $2,326,518 | $2,182,420

City of Coeur d’Alene’s Revenue History

Projected Budgeted FY 21-22 FY 20-21
FY 23-24 FY 22-23

Property Taxes $23,923,487 | $23,654,549 | $22,001,349 | $16,352,305
Franchise Fees $4,245,000 $3,608,000 | $3,693,780 $3,496,936
Building Permits $2,117,000 $2,157,000 | $2,606,690 $2,204,427
State Sales Tax $7,108,013 $7,072,487 | $6,127,597 $5,760,465
State Liquor Tax $1,572,000 $1,571,305 | $1,453,820 $1,466,428
State Highway Users $4,205,661 $3,218,036 | $3,858,406 $3,166,179
Kootenai EMSS $2,104,593 $1,864,055 | $1,792,490 $1,757,665
Transfers $2,720,982 $2,658,686 | $2,428,037 $2,534,126




Projected Expense vs Revenue FY 2023-24

Projected General Fund Revenue FY 2023-24 - $51,810,428

Projected General Fund Expenses FY 2023-24 by department:

EXPENDITURES
WAGES/ SERVICES/ CAPITAL TRANSFERS TOTAL
GENERAL FUND BENEFITS SUPPLIES OUTLAY ouT EXPENDS

Mayor/Council $276,897 $10,128 $287,025
Administration 317,495 2,570 320,065
Finance Department 769,758 632,500 1,402,258
Municipal Services 1,494,636 1,531,715 3,026,351
Human Resources 341,116 85,918 427,034
Legal Department 1,237,854 135,450 1,373,304
Planning Dept 689,571 62,050 751,621
Building Maintenance 328,073 284,500 612,573
Police Department 18,061,515 1,867,520 280,000 20,209,035
Police Grants 89,254 89,254
Fire Department 12,300,195 873,192 13,173,387
Streets/Engineering 3,679,767 2,872,401 6,452,168
Parks Department 2,106,062 734,550 2,840,612
Recreation Dept. 600,294 180,350 780,644
Building Inspection 1,025,893 42,078 1,067,971
General Government 18,300 $20,000 38,300

TOTALS $43,218,378 $9,333,222 $280,000 $20,000 $52,851,600

General Fund Budgeted Wages and Benefits
FY 23-24 compared to FY 22-23

FY 23-24 FY 22-23

TOTAL BUDGET INCREASE
MAYOR/COUNCIL $276,897 $249,035 27,862
ADMIN 317,495 317,916 (421)
FINANCE 769,758 765,897 3,861
MUNICIPAL SERVICES 1,494,636 1,469,170 25,466
HUMAN RESOURCES 341,116 366,503 (25,387)
CITY ATTORNEY 1,237,854 1,225,988 11,866
PLANNING 689,571 697,216 (7,645)
BUILDING MAINTENANCE 328,073 320,137 7,936
POLICE 18,061,515 16,880,007 1,181,508
POLICE- Grants 89,254 84,594 4,659
FIRE 12,300,195 11,465,359 834,836
STREETS 3,679,767 3,534,437 45,330
PARKS 2,106,062 2,112,826 (6,765)
RECREATION 600,294 599,865 429
BUILDING INSPECTION 1,025,893 1,019,158 6,735

G.F. TOTAL 43,218,378 41,108,108 2,110,271

Includes 4.5% COLA for Police - sworn, 2.5% COLA for Police — nonsworn,
3% COLA for Fire, 0% COLA for LCEA, includes scheduled merit increases, no
increase to health insurance




City of Coeur d’Alene Employee Benefit Trust

Oct 2021 to Sept 2022 | Oct 2020 to Sept 2021

Contributions $5,463,146 $5,290,060
Other Revenues $233,179 $473,758
Total Revenues $5,696,325 $5,763,818
Claims Paid $4,102,438 $4,574,739
Admin & Stop Loss Fees $1,017,317 $961,662
Total Expenses $5,119,755 $5,536,401

Fiduciary Net Position $2,310,796 $1,950,552

Script Sourcing Savings | since inception $106,426.28

FY 21-22 Budget to Actual

Original Actual
Budget Expenditures ~ Variance
FY 21-22 FY 21-22
Mayor/Council $269,845 $254,747 $15,098
Administration 223,074 222,015 $1,059
Finance Department 1,298,645 1,275,275 $23,370
Municipal Senices 2,221,228 1,984,201 $237,027
Human Resources 434,882 409,242 $25,640
Legal Department 1,313,540 1,278,792 $34,748
Planning Dept 714,518 712,035 $2,483
Building Maintenance 702,899 742,836 ($39,937) repair of Library outdoor stairs
Police Department 17,994,800 16,902,585 $1,092,215
Police Grants 77,961 131,317 ($53,356) grants awarded after budget approved
KCJA Task Force 35,000 108,980 ($73,980)
Fire Department 11,547,576 11,841,869 ($294,293) Fire Boat House
Streets/Engineering 5,170,563 4,657,527 $513,036
Parks Department 2,617,467 2,378,931 $238,536
Recreation Dept. 755,417 710,867 $44,550
Building Inspection 1,004,364 1,004,208 $156
General Government 47,180 589,956  ($542,776) Kathleen Widening proj from overlay
$46,428,959 $45,205,383  $1,223,576 $1,187,308 used for police station property purchase




FY 22-23 Budgeted positions not yet filled

Streets Electrician Apprentice $78,481
Streets Heavy Equipment Operator $62,985
Administration Communications Specialist $87,015
Parks Department Support $72,308
Municipal Services IT Technician $82,392
Police Applications Analyst $53,173
Total Savings if not filled: $436,354

Questions?




CONSENT CALENDAR



MINUTES OF A REGULAR MEETING OF THE CITY
COUNCIL OF THE CITY OF COEUR D’ALENE, IDAHO,
HELD AT THE LIBRARY COMMUNITY ROOM

February 21, 2023

The Mayor and Council of the City of Coeur d’Alene met in a regular session of said Council at
the Coeur d’Alene City Library Community Room on February 21, 2023, at 5:00 p.m., there being
present the following members:

James Hammond, Mayor

Dan Gookin ) Members of Council Present
Dan English )
Woody McEvers )
Amy Evans )
Christie Wood )

)

Kiki Miller

CALL TO ORDER: Mayor Hammond called the meeting to order.
INVOCATION: Pastor David Grotner of St. Luke’s Episcopal Church led the invocation.
PLEDGE OF ALLEGIANCE: Councilmember Miller led the pledge of allegiance.

DECISION ON ANNEXATION AND ANNEXATION AND DEVELOPMENT
AGREEMENT DEFERRED FROM THE MEETING HELD ON FEBRUARY 7, 2023:
A-4-22-ANNEXATION OF +/- 440 ACRES FROM COUNTY AG SUBURBAN TO CITY
R-3, R-8, R-17, C-17L, & C-17 (COMMONLY KNOWN AS COEUR TERRE) AND
APPROVAL OF AN ANNEXATION AND DEVELOPMENT AGREEMENT.
LOCATION: N. OF 1-90, S. OF W. HANLEY AVE, E. OF HUETTER RD; APPLICANT:
KOOTENAI COUNTY LAND COMPANY, LLC.

MOTION: Moation by Gookin, seconded by Woods, to deny without prejudice A-4-22 - +/- 440
Acres from County AG Suburban to City R-3, R-8, R-17, C-17L, & C-17 (Commonly Known as
Coeur Terre). Location: N. of 1-90, S. of W. Hanley Ave, E. of Huetter Rd; Applicant: Kootenai
County Land Company, LLC and to develop the necessary Findings and Order which include
Finding B-11 being incompatible with the existing neighborhood.

DISCUSSION: Councilmember Gookin said his motion was the same he had made two weeks
ago and it was still valid. He said a massive amount of information had changed and by Idaho
code it was required to have another hearing in order to hear from the public on the changes. City
Attorney Randy Adams said if Council decided there was new or additional information brought
forward, a new public hearing would be needed in order to allow the applicant and the public an
opportunity to respond to the changes. He said due process did not require a new public hearing
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every time a single piece of evidence was brought forward, explaining that the question was if
there was a full and fair opportunity for the applicant and public to present their case. He noted
there were no changes in the evidence, and Development Agreement (DA) changes would not
require a new public hearing. Councilmember English noted the public hearing was closed and
they had not received any new information requiring a new hearing; therefore, he would be voting
against the motion. Councilmember McEvers said Council had asked staff to make the
amendments and bring them back for Council consideration. Councilmember Gookin said Idaho
code stated if material changes were made a new hearing was required and he felt the changes in
zoning constituted a material change. He said the entire plan had been changed by adding R-3
zoning and the public hearing process should be followed allowing the public to make comments
in regard to the changes. Councilmember Wood said she had concerns with the process, the
development was the largest in which Council would be considering for decades, and she felt there
was time to do it correctly while respecting the process and would like to see the process start over.
Councilmember McEvers said the R-3 zoning was a down zone to less concentration, and it had
been requested by the public. Councilmember Gookin reiterated the changes should go through
the hearing process and the public should have an opportunity to give input. Councilmember
Evans noted the legal advice provided by the City’s attorney confirmed Council was not party to
an illegal act and the correct process had been followed.

ROLL CALL: Miller Aye; McEvers No; Gookin Aye; English No; Wood Aye; Evans No, with
Mayor Hammond Voting No. Motion failed.

STAFF REPORT: Community Planning Director Hilary Patterson said the Kootenai County
Land Company, LLC, through their representative Connie Krueger, was requesting consideration of
annexation for a +/-440-acre parcel in Kootenai County, currently zoned AG-Suburban, to be
incorporated into city limits with a mix of zoning designations described within the February 7, 2023,
staff report including: R-8, R-17, C-17L, and C-17, and the addition of the R-3 zoning designation.
She noted the hearing on the application was heard before the Planning Commission on October
11, 2022; a request for zoning prior to annexation of +/- 440 acres from County Ag-Suburban to
City R-8, R-17, C-17L, and C-17. The Planning Commission recommended the zoning in
conjunction with annexation as presented in the public hearing. She said the City Council heard
the annexation request, along with the Annexation and Development Agreement, on February 7,
2023. After hearing from the staff, applicant, and members of the public, the City Council voted
6 to O to defer the decision on A-4-22 to the February 21, 2023, meeting and directed staff to
negotiate with the applicant/developer to revise the Annexation and Development Agreement to
address their concerns. The Mayor and City Council members subsequently provided comments
to City staff, to have negotiated with the applicant team, and directed staff to revise the agreement
for consideration by City Council at the February 21, 2023, meeting. She said staff met internally
to review Council comments and evaluate feasible revisions to the agreement and the applicant
team willingly conceded to the Council requests which were consistent with the needs of the City’s
public safety and service departments. She went over the revisions to the DA which included
adding a R-3 zone, limiting the maximum number of units to 2,800, adding a buffer zone, clarified
street connections were limited to two (2), prohibit Hanley Avenue roundabouts, wastewater
easements, RRFBs at school site crossings, Police Substation, added a Phasing Plan, use
limitations were removed, restricting construction access through established neighborhoods, and
added in provisions regarding the workforce housing, including affordability covenants. She noted
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the east roadway connections were critical for public safety and street maintenance. Ms. Patterson
reminded Council that the public hearing was closed and they were being asked to approve, deny,
or deny without prejudice the requested annexation into the City, and that a separate motion was
required for the Annexation and Development Agreement.

DISCUSSION: Mayor Hammond said he had hoped to see the street design move traffic towards
Huetter Road and discourage traffic flow through the adjacent subdivisions to the east. Ms.
Patterson responded that most of the issues could be addressed through traffic calming elements
during phasing and the subdivision or PUD process. Councilmember English asked why Industrial
Loop was not looked at as a roadway alternative, with Ms. Patterson responding that the zoning
was incompatible. Councilmember English asked if the middle school to the north would be
developed before the elementary school to the south, with Ms. Patterson confirming that was
correct. Councilmember Gookin asked if the public hearing had been closed, with Mr. Adams
responding Mayor Hammond had closed the public hearing at the February 7, 2023, Council
meeting. Councilmember Gookin read Question 12 from the Idaho Open Meeting Law Manual
provided by the Attorney General, and asked Mr. Adams for his interpretation of it, with Mr.
Adams responding it was a Supreme Court decision and Council had to decide if new facts had
been presented and were used to reach their decision. He said he was not aware of any new facts
presented since the close of the hearing on February 7, and what was being discussed had been
introduced at the previous meeting. Councilmember Wood said during the public hearing she had
asked public safety for their input and how many roadway connections were needed, and Captain
Walther of the Police Department had said their preference would be at every %2 mile point, yet
they needed at least one (1) entrance. She said the information had changed and she wanted to
protect the integrity of the process. Councilmember McEvers asked if there were any Phasing
changes, with Ms. Patterson stating there were none, yet staff had added an exhibit in the
agreement for clarification. Councilmember McEvers asked if the second phase could start before
the first was completed, with Ms. Patterson responding they could, yet any changes to the phasing
would require amending the DA and Council approval. Councilmember Evans asked if more
specific language could be added to the DA, with Mr. Adams confirming it could, and Ms.
Patterson explaining that Council could give direction to staff to add minor changes.
Councilmember Miller asked for clarification on changing the DA, with Mr. Adams responding
changes could be made as long as no new information was brought forward (approve with
conditions). Councilmember English said he understood the intent to restrict road access from east
to west but felt it was needed by public safety. Councilmember McEvers asked for clarification
on modifying the DA, with Mr. Adams responding Council could direct staff to make
modifications to the DA, which were discussed during the public hearing.

MOTION: Motion by Evans, seconded by McEvers, to approve without prejudice A-4-22 - +/-
440 Acres from County AG Suburban to City R-3, R-8, R-17, C-17L, & C-17 (Commonly Known
as Coeur Terre). Location: North of 1-90, South of West Hanley Ave, East of Huetter Rd.
Applicant: Kootenai County Land Company, LLC, and to develop the necessary Findings and
Order adding a modification to the Development Agreement with specific language encouraging
traffic to move to the West.
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DISCUSSION: Councilmember Wood said she was not in support of the motion to approve, there
were process issues which needed to be considered, the decision should not be rushed, and there
may not be trust in the process. She urged Council to postpone the decision. Councilmember
Gookin said he was in agreement with Councilmember Wood, and there were legitimate concerns
with the process. He didn’t feel the process was fair to the public as they were not given an
opportunity to provide feedback. Councilmember Miller clarified that her previous vote was in
order to allow additional time for the process which she felt would be worth it. Councilmember
McEvers said Council had requested the DA be changed and it appeared that a majority of the
requests had been added to the DA. He said the current proposal had less of an impact to the
surrounding neighborhoods than originally presented two weeks ago. Councilmember English
said he had received a lot of public comment over the past few months, and he didn’t feel anything
substantially different would be accomplished by postponing the vote. Mayor Hammond noted a
split vote was not ideal in moving a project forward and asked if a new public hearing could be
limited to the modifications made to the DA (R-3, street design, egress, etc.). Mr. Adams explained
due process required notice and a meaningful opportunity to be heard before the governing body
and Council was allowed to limit the public hearing to new matters. Councilmember Gookin
clarified the public hearing would follow the quasi-judicial process. Councilmember Wood said
she would like the applicant to include the public input they had received when the item returned
to Council. Councilmember Evans asked street design be included in the information for the next
hearing. Mayor Hammond said creative design should include vehicular travel be encouraged
towards Huetter Road.

MOTION WITHDRAWN: Councilmember Evans withdrew the motion with concurrence from
Councilmember McEvers.

MOTION: Motion by Gookin, seconded by English, to re-open the public hearing at the earliest
possible convenience to discuss the new developments in the Coeur Terre annexation. Motion
carried.

PRESENTATION: OPIOID SETTLEMENT UPDATE - Kelsey Orlando, Substance Use
Disorder Program Manager of Panhandle Health District gave an update on the status of the Opioid
Settlement Funds. She thanked the City for reallocating their funds to the Health District. She
said work had started six years ago, concerns had changed, and they were currently seeing fentanyl
abuse. She said they worked closely with the public, schools, law enforcement, and those in the
community in order to keep them safe from substances. She said they had a four pillared approach
which consisted of Prevention, Harm Reduction, Treatment, and Recovery. Prevention was
focused on a youth focus “Be the One” on training, mental health first aid, training, etc. Harm
reduction efforts were focused on naloxone (Narcan) which was an opioid overdose prevention
tool and they had partnered with the community to install 48 wall-mounted naloxone boxes where
people could access Narcan in an emergency. The City’s Parks and Recreation Department to
place a lock box at the Woody McEvers Skate Park. Treatment efforts included hiring a
psychosocial rehabilitation specialist who provides patient navigation and case management.
Recovery efforts were focused on making opportunities available for those in recovery to share
their stories and find peer support services. Mayor Hammond thanked Ms. Orlando for the
presentation. Councilmember Gookin asked about the Narcan boxes and if training was needed to
administer Narcan, with Ms. Orlando responding the public, community partners, and
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professionals had received training, and there were free training opportunities available for groups
and individuals. She mentioned Narcan was administered as a nasal spray, and there were no
adverse effects even when given to someone not experiencing an overdose. She mentioned
training registration was available on PHD’s website and the manufacturer had training
opportunities as well.

Mayor Hammond called for a recess at 6:27 p.m. The meeting resumed at 6:36 p.m.
ANNOUNCEMENTS:

Councilmember Wood said the Atlas Subcommittee was meeting for initial review of RFPs for
areas 9, 16, 17, 18, and 19 on Friday. She noted she had previously requested the police captains
updated MOU, and would like to see it on the next Council agenda. Councilmember Gookin said
he would like a future agenda item to discuss the priorities for the funds the City had received in
regard to the Lake District URD closure.

CONSENT CALENDAR: Being considered routine by the City Council, these items will be
enacted by one motion unless requested by a Councilmember that one or more items be
removed for later discussion.

1. Approval of Council Minutes for the February 7, 2023, Council Meeting.

2. Approval of General Services/Public Works Committee Minutes for the February 13, 2023,
Meeting.

3. Approval of Bills as Submitted.

4. Approval of Financial Report.

5. Setting of General Services/Public Works Committee Meeting for Monday, February 27,
2023, at 12:00 noon.

6. Approval of a Cemetery Lot Repurchase from Angela Munson; Section FOR, Niche L,4;
Forest Cemetery in the Amount of $1900.00.

7. Approval of SS-22-03 — Looyenga Estates Final Plat; located at: 1420 N. 7" Street
(southwest corner of the intersection of 71 Street and Linden Avenue)

RESOLUTION NO. 23-013- APPROVAL OF LEASE AGREEMENT WITH THE COEUR

D’ALENE ARTS & CULTURE ALLIANCE FOR THE RIVERSTONE CONCERT SERIES AT

THE RIVERSTONE AMPHITHEATER; LEASE AGREEMENT WITH KOEP CONCERTS

FOR A SUMMER CONCERT SERIES AT CITY PARK; AGREEMENT WITH KOOTENAI

COUNTY TO REMOVE TIMBER FOR FUEL MITIGATION AT THE CITY’S VETERANS

CENTENNIAL PARK; APPROVE FUNDING IN THE AMOUNT OF $22,000.00 FROM THE

PUBLIC ART FUND - RIVER DISTRICT URD TO THE ARTS & CULTURAL ALLIANCE

TO BE USED TO COMPLETE THE RIVERSTONE PARK AMPHITHEATER SHADE

COVER PROJECT; ADDENDUM TO THE MASTER JOINT POWERS AGREEMENT WITH

KCEMSS NEEDED TO STAFF THE NEW AMBULANCE (MEDIC 34); AMENDMENT NO.

2 TO THE AGREEMENT WITH THE FIREFIGHTERS LOCAL NO. 710, INTERNATIONAL

ASSOCIATION OF FIREFIGHTERS (IAFF), ARTICLE 8 - STAFFING, NEEDED TO STAFF

THE NEW AMBULANCE (MEDIC 34); AMENDING THE CITY OF COEUR D'ALENE

PERSONNEL RULES: RULE 11: UNPAID LEAVE OF ABSENCE, AND RULE 27: FLSA

EXEMPT EMPLOYEES; AND CONTRACT WITH HMH ENGINEERING FOR AN ALTA
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SURVEY AND GEOTECHNICAL ENGINEERING FOR THE POLICE DEPARTMENT
HEADQUARTERS REMODEL AND EXPANSION PROJECT.

DISCUSSION: Councilmember Gookin asked to pull item 8-G from Consent Calendar
Resolution No. 23-013 for separate consideration at a future meeting: Personnel Rules: Rule 11:
Unpaid Leave of Absence, and Rule 27: FLSA Exempt Employees. He noted one of the proposed
changes to the Unpaid Leave Of Absence Policy removed Council from the process which he was
concerned with. Mr. Tymesen noted if an employee requested to extend their unpaid leave, they
would have to come to council to make the request and the change to the policy was intended to
protect the privacy of employees and in respect to HIPPA laws. Councilmember Gookin asked if
requests could be discussed by Council during Executive Session without mentioning the
employees name and referring to them as Employee A during the discussion. Mr. Tymesen
responded there were strict criteria for entering Executive Session and wasn’t sure if it would fit
the criteria to be discussed in that forum. Councilmember Gookin asked for the matter to be
brought forward for further discussion at a later time.

MOTION: Motion by McEvers, seconded by Miller, to approve the Consent Calendar, including
Resolution No. 23-013 as Amended, Removing Item G: Amending the City of Coeur d'Alene
Personnel Rules: Rule 11: Unpaid Leave of Absence, and Rule 27: FLSA Exempt Employees.

ROLL CALL: English Aye; Wood Aye; Evans Aye; Miller Aye; McEvers Aye; Gookin Aye.
Motion carried.

PUBLIC COMMENTS:

Jacquelyn Doyle, Coeur d’Alene, stated she had appealed the Design Review Commission’s
approval of the Garden Lofts project as the project didn’t meet the requirements set forth in the
FAR bonuses it had received. She noted FAR bonuses were not being applied equally to all
projects.

Diana Sheridan, Coeur d’Alene, stated her comments were related to public comment on the
Council agenda. She said in January there was an item in which the Police Department had
purchased cameras and she would have liked public comment to be heard before the consent
calendar in order to provide public comment on those items before they were approved.

Suzanne Knutson, Coeur d’Alene, thanked the Council members for paying attention to due
process in relation to the Coeur Terre project.

Rob Knutson, Coeur d’Alene, read question 12 from the Attorney General’s Open Meeting Law
Manual.

Bridget Sundahl, Coeur d’Alene, thanked the Mayor and Council for their careful consideration of

Coeur Terre. She mentioned the property had been recently staked and was wondering why work
had already begun as she thought the area would be part of phase 1l of the project.
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Katherine Hall, Coeur d’Alene, stated the process for Coeur Terre needed to include the public.
She noted emergency access should be included as needed and felt it could be made via Hanley
Road for Terre Coeur. She was concerned the development had already been staked. She urged
Council to protect the Indian Meadows neighborhood.

Councilmember Gookin asked Police Chief White to explain the traffic camera purchase. Chief
White said the cameras were purchased through a JAG grant and they have been in use for many
years. They were license plate readers and have helped find missing persons, stolen vehicles, etc.
Councilmember Gookin asked if someone wanted to find him could they use the cameras to do so,
with Chief White stating a legitimate law enforcement purpose was required to access the data.

Councilmember Gookin asked Mr. Adams if he would make a presentation to council or provide
training on due process. Mr. Adams noted he would schedule the training.

(QUASI-JUDICIAL) - ZC-2-22 - A PROPOSED DEVELOPMENT AGREEMENT FOR
1095 E. TIMBER LANE; APPLICANTS: RICHARD AND SUSAN BENNETT

STAFF REPORT: Senior Planner Sean Holm said Richard and Susan Bennett were requesting
approval of a Development Agreement in conjunction with the approved zone change from R-3 to
R-8 approved by City Council on January 7, 2023. He noted at the January 7, 2023, meeting Council
approved the zone change request subject to the approval of a Development Agreement which
would allow for one (1) single family dwelling and one (1) duplex on the subject property. Mr.
Holm requested Council approve the Development Agreement for 1095 E. Timber Lane.

Mayor Hammond opened the public testimony portion of the hearing and hearing none, closed
public testimony.

RESOLUTION NO. 23-014

A RESOLUTION OF THE CITY OF COEUR D’ALENE, KOOTENAI COUNTY, IDAHO,
APPROVING A DEVELOPMENT AGREEMENT WITH THE RICHARD AND SUSAN
BENNETT LIVING TRUST FOR 1095 E. TIMBER LANE (ZC-2-22).

MOTION: Motion by Gookin, seconded by McEvers, to approve Resolution No. 23-014;
approving the Annexation and Development Agreement for ZC-2-22.

ROLL CALL: Wood Aye; Evans Aye; Miller Aye; McEvers Aye; Gookin Aye; English Aye.
Motion carried.

(LEGISLATIVE) - O-1-23 - AMENDMENTS TO MUNICIPAL CODE CHAPTER 17.08,
ARTICLE X, ENTITLED SHORT-TERM RENTALS; REPEALING M.C. § 17.08.1030(G)
WHICH PROVIDES A PERMIT EXEMPTION FOR STRS RENTED FEWER THAN 14
DAYS IN A YEAR, AND AMENDING M.C. § 17.08.1050(B), TO PROVIDE THAT
VIOLATIONS FOR OPERATING WITHOUT A PERMIT WILL HAVE CIVIL
PENALTIES (SET BY RESOLUTION).
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COUNCIL BILL NO. 23-1003

AN ORDINANCE PROVIDING FOR THE REPEAL OF SECTION 17.08.1030(G),
ENTITLED “PERMIT REQUIRED” OF THE COEUR D’ALENE MUNICIPAL CODE
AND THE AMENDMENT OF SECTION 17.08.1050, ENTITLED “VIOLATIONS;
PENALTIES” OF THE COEUR D’ALENE MUNICIPAL CODE; PROVIDING FOR THE
REPEAL OF CONFLICTING ORDINANCES; PROVIDING FOR SEVERABILITY;
PROVIDING FOR THE PUBLICATION OF A SUMMARY OF THE ORDINANCE; AND
PROVIDING FOR AN EFFECTIVE DATE THEREOF.

RESOLUTION NO. 23-016

A RESOLUTION OF THE CITY OF COEUR D’ALENE, KOOTENAI COUNTY, IDAHO,
IMPLEMENTING A MORATORIUM ON THE ISSUANCE OF NEW SHORT TERM RENTAL
PERMITS FOR A PERIOD NOT TO EXCEED ONE (1) YEAR, UNTIL MARCH 1, 2024, OR
UNTIL COUNCIL MAKES A FINAL DECISION AS TO AMENDMENTS TO THE SHORT-
TERM RENTAL CODE, WHICHEVER COMES FIRST.

STAFF REPORT: Renata McLeod, Municipal Services Director clarified the Municipal Code
required a separate public hearing for the fees; therefore, the hearing would be specific to the
request to adopt amendments to Chapter 17.08, Article X, of the Municipal Code, repealing M.C.
§ 17.08.1030(G), which provided a permit exemption for Short-Term Rentals rented fewer than
14-days in a year, and amending M.C. § 17.08.1050(B), providing violations for operating without
a permit which would have civil penalties (set by Resolution) of $1,000.00 for the first offense,
$2,000.00 for the second, and $5,000.00 for the third. Ms. McLeod clarified that these penalties
were for those refusing to become licensed and were not in place of the $100.00 fine for other
items such as noise. The amendments were specific to those without current permits. Additionally,
staff was seeking direction for the March 1 renewal date, and recommended allowing only
renewals for existing permits, with no issuance of new permits while data from Granicus was
obtained and analyzed. The Committee would continue to work on further code amendments, with
stakeholder input. Idaho Code allows local governments to implement reasonable regulations in
order to protect the integrity of residential neighborhoods. She said the City had adopted
regulations on December 5, 2017, noting that the Code would need to be revisited after some time
to see if amendments were needed. Since that time, City staff had been tasked to research and
recommend amendments to the Short-Term Rental Code and the City had hired Granicus, Inc., to
conduct research, assist with monitoring and enforcement throughout the year, and operate a 24/7
complaint hotline. She mentioned the desired data points had not yet been provided to the City by
Granicus, and the March 1, 2023, renewal deadline was fast approaching. She said the City had
held a Joint City Council/Planning Commission meeting and established an internal Ad Hoc
Committee to discuss how to proceed. The group included staff, three (3) Planning Commission
members, and three (3) City Council representatives, which agreed that any substantial changes
should come forward after the research and data points had been received from Granicus. She said
as of February 6, 2023, the City had issued 558 STR permits (with 105 permits being issued in the
last 3 months) and expected the demand for additional short-term rental permits to grow in future
years. Therefore, the Ad Hoc Committee made the following recommendations: Repeal the 14-
day exemption, and increase penalties for non-permitted STR’s; Current licenses as of February
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21, 2023, may be renewed for one (1) year; Fee increases for renewals to $180.00 to cover staff
costs and the Granicus contract; Enactment of a pause on new permits effective February 21, 2023,
until Granicus data was received and analyzed, stakeholder meetings were held, and new/amended
code sections were developed to protect the integrity of residential neighborhoods. She said
Council had not yet determined if a maximum number of permits would be issued or how future
permits would be reviewed or renewed and if changes were required a separate hearing would be
scheduled. She reiterated that in order to provide clarity with respect to the March 1, 2023, renewal
deadline, staff was seeking approval to allow renewal of current permits and to pause the issuance
of new permits so that no new permits would be issued after February 21, 2023, until adoption of
further amendments or direction from Council was received. She noted pausing permits would
allow staff and the Ad Hoc Internal Committee time to receive and analyze data from Granicus,
identify any areas of the City (such as specific neighborhoods/blocks) that may be saturated with
short-term rentals, and collect information from the 24/7 hotline to better understand neighborhood
impacts. She said if new permits were issued prior to analyzing the data from Granicus, there
could be increased impacts on neighborhoods, especially in saturated areas. She noted pausing
new permits through a moratorium and allowing only renewals in 2023 would help provide time
to analyze the impacts, and work with stakeholder groups and the Ad Hoc Committee to develop
further code amendments. She said the pause was necessary in order to protect neighborhood
integrity because the actual number of short-term rentals operating in the City could be upwards
of 1,200 units. The current permits have saturated some of the neighborhoods and residential
blocks and the impacts of short-term rentals needed to be evaluated further with the Granicus data
and results of the 24/7 hotline to understand the full impact to neighborhoods. Additionally, it was
staff’s desire to begin stakeholder meetings after the Granicus data was mapped, work on
developing further proposed code amendments within six months, and give permit holders another
six months to know how any new codes may affect them at the renewal timeline of March 2024.
She said Idaho Code allowed reasonable regulations in order to protect the integrity of residential
neighborhoods, and many states had implemented standards, such as a total cap on permits, spacing
requirements, or percentage caps in areas/neighborhoods/blocks that have experienced saturation
resulting in a loss of neighborhood integrity. She noted many communities and states across the
U.S. and world were modifying their original ordinances with reasonable regulations that better
protected neighborhood integrity.

DISCUSSION: Councilmember Wood asked about the permits in the queue as she thought they
had been paused, with Ms. McLeod responding they had been accepting new permit applications,
and the renewals had been paused. Ms. McLeod explained the Mayor and Ad Hoc Committee had
made the recommendation to pause the renewal process until issues could be discussed by Council.
Councilmember Wood clarified the full Council had not made the decision to pause renewals.
Councilmember Gookin asked if the new violations would be enforced, with Ms. McLeod
responding it would be up to Council to provide that direction as in the past they had requested a
light touch in regard to enforcement. Councilmember English asked Mr. Adams if the City had
the authority to extend the renewal process as-is for approximately three (3) months and noted he
was not sure of the new penalties, with Mr. Adams responding Council had the authority to extend
the time period for renewals, yet it was not an agenda item therefore they could not make the
change at this time. Councilmember Wood said she would like to see the Granicus data and like-
size resort city requirements before adding the new penalty fees. She noted current violations were
$100, and the new penalty fees were excessive. She would also like additional opportunities for
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public input. Councilmember Gookin said he also had issues with the process and would like to
give the community an opportunity to provide input. He noted there were issues in some of the
neighborhoods with too many STRs, and would like to find balance on both sides of the issue. He
noted that moving forward new regulations would be enacted, and if no moratorium was issued
there may be a risk of some not being permitted in future years. Mayor Hammond said it was
important to present proposals to the public and that is what the internal Ad Hoc Committee along
with previous public input had accomplished. Councilmember McEvers mentioned STR bookings
were being made right now for the summer.

Mayor Hammond opened the public testimony portion of the hearing.

PUBLIC TESTIMONY:

Stacey Armstrong, Dalton Gardens, stated she was opposed to the proposed amendments to the
Municipal Code in relation to short-term rentals. She was also opposed to the moratorium on
STRs.

David Wallace, Coeur d’Alene, spoke in opposition of the STR proposals.

Lisa Peters, Coeur d’Alene, read from a letter which had been sent to Council via email from an
attorney representing the Coeur d’Alene Vacation Rental Alliance.

Dusty Hamrick, Coeur d’Alene, stated he was confused with the discussion and wondered what
the issue was. He mentioned his STR was permitted, safe, and well kept.

Susan Hooks, Coeur d’Alene, stated not all STRs were created equal and her unit had been licensed
since 2019, and since it didn’t have a kitchen nor laundry it could not be converted to a long-term
rental. She asked how property and what criteria was being used to make changes.

Chelsea Martin, Coeur d’Alene, stated she had been in the area since 2020. She noted she had a
long-term and STR rental, and would like to keep the 14-day exemption option of renting her own
home during Ironman.

Josh Suhr, stated he was opposed to any new regulations or a moratorium on STRs at this time.
He would like Council to take a collaborate effort in crafting rules for STRs.

Melissa Radford, CDA Vacation Rental Alliance, continued reading from a letter sent to Council
from their attorney.

Jacklyn Doyle, Coeur d’Alene, stated she had a STR and has been permitted. She said the Airbnb
model was intended for homeowners to rent out their homes and the investors who were purchasing
multiple units were a different model. She noted changes were warranted yet it was a complicated
ISsue.

Jan Marie, Coeur d’Alene, thanked Council for their work on the STR issues. She noted she had
a STR which was owner occupied and was in favor of the moratorium. She noted there four (4)
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on her block with many more coming. She would like to see a cap per block and was in support
of owner-occupied and inspection of units.

Katie Reok, Coeur d’Alene, noted she owned two (2) STRs and they were a part of her retirement
plan.

Heather Crawford, Coeur d’Alene, stated she was part of the CDA Vacation Rental Alliance, and
had recently purchased a home in downtown Coeur d’Alene. She asked Council to do their due
diligence and enforce current regulations.

Daren Miller, Coeur d’Alene, provided Council pictures of long-term rentals and STRs for
comparison. He said he would like the focus to be on non-compliant properties.

Heath Wiltse, Coeur d’Alene, stated he had been in his neighborhood for twenty years. He noted
he owned a STRs and it along with others in his neighborhood were all well maintained.

Holly Hansen, stated she would like Council to look at STRs from a business standpoint and allow
the permit to go with the home when sold.

David Hoekendorf, Coeur d’Alene, said if Council enacted a moratorium on STRs they would be
violating Idaho State Code. He asked the Council to vote no on the items.

Kara Claridge, Coeur d’Alene, stated she was in opposition of the proposed changes to STRs. She
noted she rented her home out as a STR with positive results.

David Stoltz, Coeur d’Alene, stated he had a STR and a long-term rental, and was opposed to any
restrictions in relation to STRs. He said the process was confusing and not well thought out.

John Trembel, Coeur d’Alene, stated he was a STR owner and people with STRs kept them in
great condition as compared with long-term rentals.

Jeff Crowe, Coeur d’Alene, stated in regard to property rights, there were obligations to maintain
neighborhoods which included zoning regulations. He noted he bought his house to live in a
neighborhood not in a transient community. He urged Council to protect residential
neighborhoods and noted that there is no fee too excessive.

Michael Stavish, said he appreciated Council’s deliberation on the previous item and was not in
support of hiring Granicus.

Mayor Hammond closed the public testimony portion of the hearing.

DISCUSSION: Councilmember Gookin said the issue was balance, and many people who
provided comments to Council were displeased with STRs in their neighborhood. He would like
to fully review the Granicus data, agreed STRs were not all created equal, property rights of STR
owners and neighborhoods were competing, and affordable housing remained an issue. He noted
STRs were commercial investments and it was important to preserve the integrity of established
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neighborhoods. Councilmember Miller said she had been working with the Regional Housing and
Growth Issues Partnership (RHGIP) which had gathered a lot of data on the issues, was involved
in Home Share Kootenai County, and owned a permitted STR, therefore, she had a potential
conflict of interest and would recuse herself from voting on the item. Councilmember English
noted Granicus data was not yet available; therefore, he would not be voting for the STR
moratorium. He noted vacation rentals had been done for many years before STRs came to be,
and he was in support of the 14-day exemption. He said consideration should be shown to owner-
occupied and long-term permit holders. Mayor Hammond noted he heard a lot about property
rights during public testimony and in the past when buying a R-1 zoned home you knew you were
in a single-family neighborhood. He said the reason for the current discussion was due to the
number of homes in single family neighborhoods being used as commercial businesses. He said
it was not plausible to expect that everyone could have an unlimited number of STRs in the
community. Councilmember Evans noted they were trying to strike a balance and there wasn’t an
easy solution. She said conversations were needed, as well as compromise, in order to protect the
integrity of the neighborhoods. Councilmember Wood said she needed more time to review and
consider changes to the code. She noted she knew of people who utilized the 14-day exemption,
and would like to study the data before making the tough decisions. She suggested Council take
no action at this time. Councilmember Gookin said he would like staff to continue gathering data.
Councilmember English said when the process started many properties were bought as
investments, the housing environment was different now, and he would like to allow permits for
another year before making any changes. Councilmember McEvers asked if they could amend the
Council bill to leave the 14-day exemption in place. Councilmember Miller clarified the 14-day
exemption was intended for the time during the Ironman race. She said the current language
allowed 14 calendar days per year which made it problematic for staff to manage as it could be
used any time of the year.

MOTION: Motion by Gookin, Seconded by McEvers, to forestall a decision on Council Bill No.
23-1003 and Resolution No. 23-016.

ROLL CALL: Evans Aye; Miller recused; McEvers Aye; Gookin Aye; English Aye; Wood Aye.
Motion carried.

(LEGISLATIVE) - FEE HEARING - FEE ADJUSTMENTS FOR THE PARKS AND
RECREATION, PLANNING, AND WATER DEPARTMENTS.

RESOLUTION NO. 23-015

A RESOLUTION OF THE CITY OF COEUR D’ALENE, KOOTENAI COUNTY, IDAHO,
ESTABLISHING AND AMENDING CERTAIN CITY FEES AND CIVIL PENALTIES
PURSUANT TO IDAHO CODE 8§ 63-1311 AND 63-1311A.

STAFF REPORT: Renata McLeod, Municipal Services Director requested Council approve fee
amendments and civil penalties as proposed within the Parks and Recreation, Planning, and Water
Departments. She noted the City was required to hold a public hearing for proposed fee increases
in excess of five percent (5%) pursuant to Idaho Code 63-1311A. She said some of the fees listed
were increasing less than 5%, were listed for clarification, or were removed entirely; therefore,
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were not required to be included in the public hearing; however, it was staff’s desire to keep all
changes together for ease of tracking. She mentioned the civil penalties for operating without an
STR permit were not “fees” subject to the 5% rule, but were required to be adopted by Resolution
of the Council, and therefore, had been included in the proposed Resolution. She said since the
penalties were not approved in the previous Council action regarding Council Bill No. 23-1003,
they were no longer included in the fee resolution. She said the Parks and Recreation Department
had experienced an increase in costs related to staffing, equipment repair/maintenance and
recreational program t-shirt costs. She noted for clarification, the change in fee for gazebos and
pavilions was due to the department changing the rental from two times per day to once per day.
She said the Planning Department fee for a Short-Term Rental permit renewal should be increased
to cover the cost associated with the use of a host compliance agency which included the following
three (3) modules: property owner identification; compliance monitoring, and hosting a 24/7
hotline. The Water Department’s proposed fees were related to water hookup fees amended during
the December 2023, meeting. She said unfortunately, an error had occurred and the 1” or less line
connection fee was removed in its entirety, and the 2” or less line fee was reverted to an amount
in a prior fee schedule. Therefore, the request was to clear up an error made in December 2023.
Ms. McLeod requested Council approve the fee amendments as proposed within the Parks and
Recreation, Planning, and Water Departments.

Mayor Hammond opened the public testimony portion of the hearing.
PUBLIC TESTIMONY:
David Wallace, Coeur d’Alene, said the fee increase should not apply to STR renewals.

Jan Leaf, Coeur d’Alene, stated STR owners only had 7-days left to renew their permits and asked
that Council make their decision tonight.

Michael Stavish, said he was fine with the STR fee increase, if warranted, and asked if Granicus
was no longer used in the future would fees be reduced?

David Stoltz, stated if fees were being increased due to the cost of hiring Granicus, fees for legal
STR owners should remain the same and the increase should be borne by illegal rentals.

Mayor Hammond closed the public testimony portion of the hearing.

DISCUSSION: Councilmember Gookin asked what would be involved to increase the timeline
for STR renewals. Councilmember English said the cost of the fee was based on the cost of the
service and should not be increased for the upcoming renewal period. Councilmember Wood
asked when permit renewals had been paused, with Ms. McLeod responding January 19, 2023.
Councilmember Wood said she would like to extend the renewal period for 30 days, didn’t feel
the fee was onerous nor excessive, and Granicus would help with compliance. Councilmember
Miller asked for clarification on the methodology of how the STR fee was calculated, with Ms.
McLeod responding the fee was based on staff time for processing permits, number of permits at
the time (approximately 489), cost of the Granicus contract, and was divided amongst the number
of permits accordingly. Councilmember Wood asked for clarification if the STR fines were
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included in the motion and asked the motion maker to amend their motion to remove them. Mr.
Adams explained they were civil penalties, not part of the fee resolution, and Council had already
denied them during the discussion of amending the Municipal Code by Council Bill No. 23-1003.
Councilmember Gookin asked about implementing a 30-day grace period, with Mr. Adams
responding a motion could be made to increase the time to renew to a certain date. Councilmember
Miller stated she appreciated the Parks & Recreation Department for reviewing the public
comments they had received which were related to their fees.

MOTION: Motion by Evans, seconded by McEvers, to approve Resolution No. 23-015;
approving fees for the Parks and Recreation, Planning, and Water Departments.

ROLL CALL: Miller recused; McEvers Aye; Gookin Aye; English Aye; Wood Aye; Evans Aye.
Motion carried.

MOTION: Motion by Gookin, seconded by Wood, to direct staff to Implement a 30-day grace
period for those filing their STR renewals and needed extra time to pay permit fees. Motion
carried.

ADJOURNMENT: Motion by Gookin, seconded by McEvers, that there being no other business
this meeting be adjourned. Motion carried.

The meeting adjourned at 9:37 p.m.

ATTEST: James Hammond, Mayor

Sherrie L. Badertscher
Executive Assistant
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DRAFT

Febraury 27, 2023
GENERAL SERVICES/PUBLIC WORKS COMMITTEE
MINUTES
12:00 p.m., Library Community Room

COMMITTEE MEMBERS STAFF

Council Member Woody McEvers, Chairperson Juanita Knight, Senior Legal Assistant
Council Member Kiki Miller Randy Adams, City Attorney

Council Member Dan Gookin Troy Tymesen, City Administrator

Lee White, Police Chief
Chris Bosley, City, Engineer, Streets & Engineering
Melissa Tosi, Human Resources Director

Item 1. Declaration of two (2) surplus vehicles and authorize the sale at auction.
(Consent)

Police Chief Lee White is requesting authorization to surplus two vehicles and sell at auction. Chief White
explained in his staff report that the 2002 Chevrolet Tahoe was purchased new in 2002 and it served in Patrol
until 2010, when it was rotated to Investigations, and then SWAT around 2016. With 162,000 miles on the
vehicle, it is beginning to develop engine noises as well as experiencing suspension related wear. The 2005
Chevrolet Impala was also purchased new in 2005 and it served in Patrol until 2008 and was then rotated to
Investigations, and finally the Volunteer department. At 120,000 miles it has developed electrical issues that
have required it to be towed back to the shop several times. There is no financial impact to the City, other than
minimal costs of transportation to Post Falls for auction. The auctioneer receives a 20% commission for sales
between $500 and $749.99, 15% commission for sales from $750 to $999.00 and 10% for sales over $1000.
Proceeds from the sale of these vehicles will be returned to the General Fund.

MOTION: by Miller, seconded by Gookin, to recommend that Council approve the declaration of two

(2) surplus vehicles and authorize the sale at auction. Motion Carried.

Item 2. Approval of the Refund of Sanitary Sewer Funding to the City of Dalton Gardens.
(Consent)

City Engineer Chris Bosley, Streets Department, is requesting Council approve a payment to the City of Dalton
Gardens for the remaining sanitary sewer funding associated with the Government Way project. Mr. Bosley
explained in his staff report that through an MOU between the City of Coeur d’Alene and the City of Dalton
Gardens, the City of Dalton Gardens contributed $1,019,988.00 to the sanitary sewer construction associated
with the Government Way reconstruction project between Hanley Avenue and Prairie Avenue. The intent was
to provide sanitary sewer service to the commercial properties along the corridor. The funding amount was
based on a construction cost estimate prepared at the time of the MOU. The final construction cost associated
with the sewer totaled $775,773.49, leaving $244,214.51 to be reimbursed to Dalton Gardens. In 2022, years
after the completion of the project, the Idaho Transportation Department (ITD) refunded the remaining
project balance of $191,600.82 to the City of Coeur d’Alene, leaving a shortage of $52,613.56 in the refund to
Dalton Gardens. In order to reimburse Dalton Gardens, requests were sent to the two other funding partners,
Lakes Highway District and the City of Hayden, for their proportionate shares. The City of Hayden sent their
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portion ($10,522.71) directly to the City of Dalton Gardens. Lakes Highway District sent their portion
(515,784.04) to the City of Coeur d’Alene. That amount will be combined with Coeur d’Alene’s portion
(526,306.78) and the $191,600.82 of remaining project balance that was received in 2022. The total amount to
be transferred from the City of Coeur d’Alene to the City of Dalton Gardens is $233,691.80. The $233,691.80
reimbursement will come from the $191,600.82 refund amount, the $15,784.07 from Lakes Highway District,
and an additional $26,306.91 from impact fees.

Discussion ensued with the Councilmembers to clarify who owes who what and why.

Mr. Bosley further explained that prior to construction, the City of Dalton Gardens (DG) paid to the City of
Coeur d'Alene approximately 1 million dollars for the sewer portion of the project. The 1 million dollars went
into the hands of the ldaho Transportation Department (ITD). ITD put all the money into one account,
including the construction money. When the money for construction was depleted, ITD began taking money
from the sewer funds. Upon closing out the project, the City received a refund for unspent money totaling
$191,600.82 and learned that the sewer installation had actually cost $775,773.49. Therefore, DG overpaid for
the cost of the sewer project, now the City of Coeur d'Alene is reimbursing them.

MOTION: by Gookin, seconded by Miller, to recommend that Council approve the refund of sanitary
sewer funding to the City of Dalton Gardens. Motion Carried.

Item 3. Approval of Amendments to Personnel Rule 11, Unpaid Leave of Absence, and Personnel
Rule 27, FLSA Exempt Employees.
(Consent — Rule 27 only)

Director Melissa Tosi, Human Resources Department, is requesting Council approve amendments for Rule 11 —
Unpaid Leave of Absence and Rule 27 — FLSA Exempt Employees. Mrs. Tosi explained in her staff report that
the proposed amendments to Rule 11 require more explanation from the employee in the reason for the
leave, the length of the leave, why it is necessary, and any additional information that would be helpful in
making a final determination with the request. The main amendment in the current language is changing the
approval process of unpaid leave beyond twelve weeks from being approved by City Council to being approved
by the City Administrator, after conferring with the applicable Department Head and Human Resources
Director. This would be a more standard internal approval process for employees related to leave and also
protect any discussions that are related to protected medical/health information.

The proposed amendments to Rule 27, besides some general housekeeping amendments, are due to the
Deputy Fire Chiefs’ previously negotiated Memorandum of Understanding (MOU) benefits, now being
proposed to be incorporated into the Personnel Rules. The Deputy Fire Chiefs have agreed to no longer be
covered by their previous MOU and, as a result, will move under the Personnel Rules. The on-call
compensation benefit was approved by Council at the December 20, 2022, City Council meeting and is for the
rotating weekly on-call schedule, for on-call hours outside of their typical work schedule, which is prepared by
the Fire Chief. Mrs. Tosi also explained that the proposed amendments have been discussed by the Executive
Team and posted for all employees to review. Additionally, the Lake City Employees Association (LCEA), Police
Association, and Fire Union were notified of the changes prior to posting with no concerns being mentioned.

Councilmember Miller asked if Rule 11 is concurrent unpaid leave and if unpaid leave can be requested
multiple times in the same calendar year. Mrs. Tosi said the City has had only a few employees that get into an
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upaid leave of absence status. Because the City has separate vacation, sick, and comp time leave, employees
have a lot of time off. Therefore, unpaid leave is rare. Mrs. Tosi added that in all her years with the City of
Coeur d'Alene she has never seen an employee request unpaid leave over 12 weeks.

Councilmember Gookin asked when the provision for Unpaid Leave Beyond Twelve Weeks must be approved
by the City Council was put in the Personnel Rules. Mrs. Tosi said it has been in the Personnel Rules since at
least 1999. She is not aware of when it was originally added to the Personnel Rules or why it was added.

MOTION: by Miller, to recommend that Council approve Amendments to Personnel Rule 11, Unpaid
Leave of Absence, and Personnel Rule 27, FLSA Exempt Employees as presented.

DISCUSSION: Councilmember Gookin said he’s okay with approving Rule 27 but he’s not okay with
approving Rule 11. He believes the City Council should maintain authority to approve unpaid leave
beyond twelve weeks.

Councilmember Miller said that Rule 11 is at least 24 years old and this scenario has not happened in
that amount of time. Therefore, she does not see the benefit of leaving it as-is. She asked
Councilmember Gookin what would the benefit be of leaving Council involved in this decision.

Councilmember Gookin said that he does know the answer to that question unless he can review the
wisdom of why the council was involved in the first place.

Mrs. Tosi said she does not know what the original intent was. That is why she asked ICRIMP to weigh in
on the matter and they recommend that the decision to approve unpaid leave of absences beyond 12
weeks should be with the City Administrator, Human Resources, and the Department Head.

Councilmember Miller withdrew her previous motion.

MOTION: by Gookin, seconded by Miller, to recommend that Council approve the Amendment to
Personnel Rule 27, FLSA Exempt Employees as presented. Motion Carried.

Amendments to Personnel Rule 11, Unpaid Leave of Absence, is forwarded to the full City Council as

an agenda item.

Item 4. Approval of the Police Captains Memorandum of Understanding (MOU) for the term of
October 1, 202, through September 30, 2023.

(Consent)

City Administrator Troy Tymesen is requesting Council approve the proposed Police Captain MOU establishing
compensation and benefits for a one-year contract. Mr. Tymesen explained in his staff report that the MOU
shall be applicable to the two (2) Police Captains for a term commencing October 1, 2022, and ending
September 30, 2023. All prior resolutions between the City and the Police Captains will no longer be
applicable. The changes in the MOU from the previous MOU are: 1-year term; Police Captains will be leveled in
the City’s compensation/classification plan for the FY 2022 — 2023 with a minimum salary of $104,794 per
annum and a maximum of $147,430 per annum — this includes the agreed eight percent (8%) increase; and the
pay increase was effective on October 1, 2022, and the Captains have been paid in full for back wages at the
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end of December 2022. The proposed MOU with the Police Captains was discussed in good faith with the City,
and the compensation and benefits included will provide a competitive package for the two Captains
represented. The Captains have agreed to these changes.

MOTION: by Miller, seconded by Gookin, to recommend that Council approve the Police Captains
Memorandum of understanding (MOU) for the term of October 1, 2022, through September 30, 2023.
Motion Carried.

Recording of the meeting can be found at:
https://www.youtube.com/live/4CfGRhX7T7c?feature=share

The meeting adjourned at 12:41 p.m.

Respectfully submitted,
Juanita Knight

Senior Legal Assistant
Recording Secretary
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DATE: MARCH 1, 2023

TO: MAYOR AND CITY COUNCIL
FROM: PLANNING DEPARTMENT
RE: SETTING OF PUBLIC HEARING DATE: MARCH 21, 2023

Mayor Hammond,

The Planning Department has forwarded the following item to the City Council for
scheduling of a public hearing. In keeping with state law and Council policy, the Council
will set the date of the public hearing upon receipt of recommendation.

ITEMNO. REQUEST COMMISSION ACTION

A-4-22 Applicant: Kootenai County Land Company, LLC Recommended Approval
Location: N. of I-90, S. of W. Hanley Ave. E. of Huetter Rd.

Request:  Annexation of +/- 440 Acres from County AG Suburban to City R-3, R-8, R 17,
C-17L, & C- 17 (Commonly Known as Coeur Terre) plus approval of an Annexation and
Development Agreement.

In order to satisfy the mandatory 15-day notice requirement, the next recommended hearing
date will be March 21, 2023.



CITY COUNCIL
STAFF REPORT

DATE: March 7, 2023
FROM: Dennis Grant, Engineering Project Manager
SUBJECT: SS-22-10, Woodman Acres: Final Plat Approval

DECISION POINT
Staff is requesting the following:

1. City Council approval of the final plat document, a two (2) lot manufacturing zoning subdivision.

HISTORY

a. Applicant: lan Woodman
Clink, LLC
3829 N. Schreiber Way
Coeur d’Alene, ID 83815

b. Location: 3829 N. Schreiber Wy (East side of the West entrance of Schreiber Way, South of
Kathleen Avenue).

C. Previous Action:

1. Preliminary plat approval, August 1, 2022

FINANCIAL ANALYSIS

There are no financial issues with this development.

PERFORMANCE ANALYSIS

This commercial development is a re-plat of Lot 1, Block 7, Commerce Park of Coeur d’Alene 2" Addition located
in Coeur d’Alene. This subdivision created two (2) lots. All conditions will be taken care of at the building permit
stage; therefore, the document is ready for approval and recordation.

DECISION POINT RECOMMENDATION

City Council approval of the final plat document

[SS-22-10] SR CC Woodman Acres — Final Plat Approval









RESOLUTION NO. 23-017

A RESOLUTION OF THE CITY OF COEUR D’ALENE, KOOTENAI COUNTY,
IDAHO, DECLARING THAT A 2002 CHEVROLET TAHOE AND A 2005 CHEVROLET
IMPALA FROM THE POLICE DEPARTMENT ARE SURPLUS AND AUTHORIZING THE
SALE OF THE SURPLUS PROPERTY AT AUCTION; AUTHORIZING A REFUND
PAYMENT TO THE CITY OF DALTON GARDENS IN THE AMOUNT OF $233,691.80
FOR THE EXCESS SANITARY SEWER FUNDING ASSOCIATED WITH THE
GOVERNMENT WAY WIDENING PROJECT; AMENDING PERSONNEL RULE 27, FLSA
EXEMPT EMPLOYEES, TO ADD THE DEPUTY FIRE CHIEFS INTO THE RULE; AND
APPROVING THE POLICE CAPTAINS MEMORANDUM OF UNDERSTANDING (MOU)
FOR THE TERM OF OCTOBER 1, 2022, THROUGH SEPTEMBER 30, 2023.

WHEREAS, it has been recommended that the City of Coeur d’Alene enter into the
agreements and other action listed below, pursuant to the terms and conditions set forth in the
agreements and other action documents attached hereto as Exhibits “A” through “D” and by
reference made a part hereof as summarized as follows:

A) Declaration that a 2002 Chevrolet Tahoe and a 2005 Chevrolet Impala from the
Police Department are surplus and authorizing the sale of the surplus property at
auction;

B) Authorization of a refund payment to the City of Dalton Gardens in the amount of
$233,691.80 for the excess sanitary sewer funding associated with the
Government Way Widening Project;

C) Amendments to Personnel Rule 27, FLSA Exempt Employees, to add the Deputy
Fire Chiefs into the rule;

D) Approving the Police Captains Memorandum of Understanding (MOU) for the
term of October 1, 2022, through September 30, 2023,

AND

WHEREAS, it is deemed to be in the best interests of the City of Coeur d’Alene and the
citizens thereof to enter into such agreements or other actions;

NOW, THEREFORE,
BE IT RESOLVED by the Mayor and City Council of the City of Coeur d’Alene that the
City enter into agreements and take the other action for the subject matter, as set forth in

substantially the form attached hereto as Exhibits “A” through “D” and incorporated herein by
reference, with the provision that the Mayor, City Administrator, and City Attorney are hereby
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authorized to modify said agreements and the other action, so long as the substantive provisions
of the agreements and the other action remain intact.

BE IT FURTHER RESOLVED that the Mayor and City Clerk be and they are hereby
authorized to execute such agreements or other documents as may be required on behalf of the
City.

DATED this 7" day of March, 2023.

James Hammond, Mayor

ATTEST:

Renata McLeod, City Clerk

Motion by , Seconded by , to adopt the foregoing resolution.
ROLL CALL:
COUNCIL MEMBER EVANS Voted
COUNCIL MEMBER MILLER Voted
COUNCIL MEMBER GOOKIN Voted
COUNCIL MEMBER ENGLISH Voted
COUNCIL MEMBER MCEVERS Voted
COUNCIL MEMBER WOOQOD Voted

was absent. Motion
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GENERAL SERVICES/PUBLIC WORKS COMMITTEE
STAFF REPORT

DATE: FEBRUARY 27, 2023
FROM: STEVE MORAN, POLICE FLEET MANAGER

SUBJECT: SURPLUS OF POLICE VEHICLES

DECISION POINT:

The Police Department requests authorization to surplus one 2002 Chevrolet Tahoe and one
2005 Chevrolet Impala and sell at auction.

HISTORY:

The 2002 Chevrolet Tahoe was purchased new in 2002. It served in Patrol until 2010 when it was
rotated to Investigations, and then SWAT around 2016. With 162,000 miles on this vehicle, it is
beginning to develop engine noises as well as experiencing many suspension related wear.

The 2005 Chevrolet Impala was also purchased new in 2005. It served in Patrol until 2008 and
was then rotated to Investigations, and finally the VVolunteer department. At 120,000 miles it has
developed some electrical issues that have required it to be towed back to the shop several times.
The exact issues have not been determined at this time which has left this vehicle very unreliable.

FINANCIAL ANALYSIS:

There is no financial impact to the City, other than minimal costs of transportation to Post Falls
for auction. The auctioneer receives a 20% commission for sales between $500 and $749.99,
15% commission for sales from $750 to $999.00 and 10% for sales over $1000. These fees are

deducted from the item auction proceeds and a check provided to the owner for the balance.
Proceeds from the sale of these vehicles will be returned to the General Fund.

DECISION POINT:

Staff recommends the City Council authorize the declaration of one 2002 Chevrolet Tahoe and
one 2005 Chevrolet Impala assigned to the Police Department as surplus and sold at auction.

VEHICLE SURPLUS LIST:

2002 Chevrolet Tahoe - 1IGNEK13Vv52J233728 — 162,000 miles
2005 Chevrolet Impala - 2G1WF55K659305427 — 120,000 miles
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GENERAL SERVICES/ PUBLIC WORKS COMMITTEE
STAFF REPORT

DATE: FEBRUARY 27, 2023
FROM: CHRIS BOSLEY - CITY ENGINEER
SUBJECT: REFUND TO DALTON GARDENS FOR REMAINING SANITARY

SEWER FUNDING ASSOCIATED WITH THE GOVERNMENT WAY
RECONSTRUCTIO

DECISION POINT:

Should the City Council approve payment to the City of Dalton Gardens for the remaining sanitary
sewer funding associated with the Government Way project?

HISTORY:

Through an MOU with the City of Coeur d’Alene, the City of Dalton Gardens contributed $1,019,988
to the sanitary sewer construction associated with the Government Way reconstruction project
between Hanley Avenue and Prairie Avenue. The intent was to provide sanitary sewer service to the
commercial properties along the corridor. The funding amount was based on a construction cost
estimate prepared at the time of the MOU. The final construction cost associated with the sewer totaled
$775,773.49, leaving $244,214.51 to be reimbursed to Dalton Gardens. In 2022, years after the
completion of the project, the Idaho Transportation Department (ITD) refunded the remaining project
balance of $191,600.82 to the City of Coeur d’Alene, leaving a shortage of $52,613.56 in the refund
to Dalton Gardens. In order to reimburse Dalton Gardens, requests were sent to the two other funding
partners, Lakes Highway District and the City of Hayden, for their proportionate shares. The City of
Hayden sent their portion ($10,522.71) directly to the City of Dalton Gardens. Lakes Highway District
sent their portion ($15,784.04) to the City of Coeur d’Alene. That amount will be combined with
Coeur d’Alene’s portion ($26,306.78) and the $191,600.82 of remaining project balance that was
received in 2022. The total amount to be transferred from the City of Coeur d’Alene to the City of
Dalton Gardens is $233,691.80.

FINANCIAL ANALYSIS:

The $233,691.80 reimbursement will come from the $191,600.82 refund amount, the $15,784.07 from
Lakes Highway District, and an additional $26,306.91 from impact fees.

PERFORMANCE ANALYSIS:

Approval of this payment fulfills the MOU between the City of Coeur d’Alene and the City of
Dalton Gardens.

DECISION POINT/RECOMMENDATION:

City Council should approve payment to the City of Dalton Gardens for the remaining sanitary sewer
funding associated with the Government Way project.

Resolution No. 23-017 Page 1of1l EXHIBIT “B”



CITY COUNCIL
STAFF REPORT

DATE: FEBRUARY 27, 2023
FROM: MELISSA TOSI; HUMAN RESOURCES DIRECTOR

SUBJECT: PERSONNEL RULE AMENDMENTS

DECISION POINT: Should the City Council approve amendments for Rule 11 — Unpaid Leave of
Absence and Rule 27 — FLSA Exempt Employees?

HISTORY: The proposed amendments to Rule 11 require more explanation from the employee in the
reason for the leave, the length of the leave, why it is necessary, and any additional information that would
be helpful in making a final determination with the request. The main amendment in the current language
is changing the approval process of unpaid leave beyond twelve weeks from being approved by City
Council to being approved by the City Administrator, after conferring with the applicable Department
Head and Human Resources Director. This would be a more standard internal approval process for
employees related to leave and also protect any discussions that are related to protected medical/health
information.

The proposed amendments to Rule 27, besides some general housekeeping amendments, are due to the
Deputy Fire Chiefs’ previously negotiated Memorandum of Understanding (MOU) benefits, now being
proposed to be incorporated into the Personnel Rules. The Deputy Fire Chiefs have agreed to no longer
be covered by their previous MOU and, as a result, will move under the Personnel Rules. The on-call
compensation benefit was approved by Council at the December 20, 2022, City Council meeting and is
for the rotating weekly on-call schedule, for on-call hours outside of their typical work schedule, which is
prepared by the Fire Chief.

These proposed amendments to the Personnel Rules have been discussed by the Executive Team and
posted for all employees to review. Additionally, the Lake City Employees Association (LCEA), Police
Association, and Fire Union were notified of the changes prior to posting with no concerns being
mentioned.

FINANCIAL ANALYSIS: There are no hard costs associated with the Personnel Rule amendments to
Rule 11. Adding the Deputy Fire Chiefs to Rule 27, specifically the On-Call Compensation benefit, will
add an additional $24,366 for fiscal year 2023-2024. Due to the benefit being paid in the next fiscal year,
this will allow the City to budget the expense in the next budget year for the three Deputy Fire Chiefs.

PERFORMANCE ANALYSIS: Authorizing the above noted Personnel Rule amendments are necessary
to provide consistent and clear policies with up-to-date, relevant information. Additionally, adding the
Deputy Fire Chiefs to the Personnel Rules captures all exempt positions into the Personnel Rules with the
exception of Police Captains.

RECOMMENDATION: The City Council should approve the amendments for Rule 11 — Unpaid Leave
of Absence and Rule 27 — FLSA Exempt Employees.



RULE 27: FLSA EXEMPT EMPLOYEES

SECTION 1. Purpose/Intent

The purpose of this rule is to establish consistent rules and policies for FLSA exempt
employees other than Department Heads.

SECTION 2. Definitions
For the purpose of this section, the following term has the following meaning:

@ FLSA Exempt: Employees responsible for management within a city department,
and under the day to day guidance and supervision of the Department Head,
includes the following positions: Accountant, Assistant Street & Engineering
Superintendent, Assistant Wastewater Superintendent, Assistant Water
Superintendent, Senior Planner, Attorneys, Comptroller, Deputy Fire Chiefs,
Deputy-Library-Birector-IT Network Administrator, Network Specialist, IT
Database Application Developer, IT Systems Analyst Coordinator, Police
Captains, Project Coordinator, Assistant Project Manager, Project Managers,
Building Official, City Engineer/Lead Project Manager, Parks Superintendent,
Recreation Superintendent and Capital Program Manager.

SECTION 3. Conditions of Employment

(@) FLSA Exempt: FLSA exempt employees are classified as exempt employees
under the Fair Labor Standards Act and are ineligible to receive compensatory or
overtime pay.

(b) Residency: At the discretion of the city administrator, certain FLSA exempt
employees may be required to reside within a twenty (20) minute driving response
time to the city limits.

(c) Duties: FLSA exempt employees’ duties and responsibilities are outlined in the
adopted job description for each position.

(d) Application of Personnel Rules: FLSA exempt employees are regulated by the
personnel rules except as specifically provided by this rule or as otherwise
provided by a written agreement.

(e) FLSA exempt employees follow the observed Holidays listed in Rule 11, Section
10.

) In addition to the personnel rules, FLSA exempt employees must follow all
policies and procedures applicable to them that are approved by the City Council
by resolution.
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SECTION 4. Appointment

(@) Compensation: FLSA exempt employees will be appointed and paid a salary
within the range identified in the currently adopted classification and
compensation plan.

(b) Promotional Appointments: Current city employees who are promoted to a FLSA
exempt position will receive a minimum of a 10% salary increase and must use
any accrued compensatory time at a rate of at least 40 hours a year until the
accrued compensatory leave balance is exhausted.

SECTION 5. Benefits
@ Vacation:

Q) Accrual Rate: Vacation accruals will be earned over twenty-four (24) pay
periods rather than twenty-six (26) pay periods. This means in the two
months when employees receive three wage disbursements, employees
will not receive accruals on the third disbursement. Vacation leave for
FLSA exempt employees will accrue as follows:

(i) 1% through 3™ Year of Service: 8 hours of leave accrues for each
complete month of service; accrued at a rate of four (4) hours per
pay period.

(i) 4™ through 5" Year of Service: 12 hours of leave accrues for each
complete month of service; accrued at a rate of six (6) hours per
pay period.

(iii) 6™ through 10" Year of Service: 16 hours of leave accrues for
each complete month of service; accrued at a rate of eight (8) hours
per pay period.

(iv)  After ten (10) or more Years of Service: 20 hours of leave accrues
for each complete month of service; accrued at a rate of ten (10)
hours per pay period.

2 Existing Accrual Rate: The employee will not lose any vacation leave
accrued at the time the employee becomes an exempt employee.

?3) Maximum Vacation Accrual: FLSA exempt employees may not
accumulate more than 360 hours of vacation leave. Any excess vacation
leave as of October 1% of each year will be forfeited unless used by
January 15" of the following year unless otherwise approved by the city
administrator in writing.

(4)  Vacation Accrual During Leave: No vacation leave will be accrued after
60 consecutive days of absence.

5) Reporting Usage: Vacation usage must be reported on time records in half
day increments.

(b) Sick Leave:
() Accrual Rate: Sick leave accruals will be earned over twenty-four (24)
pay periods rather than twenty-six (26) pay periods. This means in the
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two months when employees receive three wage disbursements,
employees will not receive accruals on the third disbursement. FLSA
exempt employees will accrue ten (10) hours for each month of service;
accrued at a rate of five (5) hours per pay period.

2) Reporting Usage: Sick leave usage must be reported on time records in
half day increments.

3) Sick Leave Bank: FLSA exempt employees are eligible to participate in
the sick leave bank.

4 Maximum Sick Leave Accrual: FLSA exempt employees will not receive
compensation for accumulated sick leave unless the FLSA exempt
employee retires from the City of Coeur d’Alene pursuant to the
provisions of Idaho Code. The FLSA exempt employee must select sick
leave option 1 or 2, found in Rule 11, Section 4.

(i) Under Option 2, found in Rule 11, Section 4, FLSA exempt employees
(with the exception of Deputy Fire Chiefs) shall be paid for thirty-five
percent (35%) of the employee’s banked excess sick leave. Deputy Fire
Chiefs shall be paid for forty-one (41%) of employee’s banked excess sick
leave.

Compensation/Performance Based Salary Increases:

() All FLSA exempt employees are eligible for a pay increase ranging from
5% to 8% 12 months after their appointment date and annually thereafter
based on a performance evaluation from the department head.

) Maximum Salary: FLSA exempt employees’ salaries cannot exceed the
maximum amount authorized in the currently adopted classification and
compensation plan.

Cost of Living Increases: In addition to performance--based salary increases,

FLSA exempt employees will receive annual cost of living increase of 2.5%.

Cost of living increases will be effective at the beginning of the pay period that

includesen October 1%,

Car Assignment: The city administrator will authorize car assignments based

upon adopted city policies for vehicle assignment and usage. The FLSA exempt

employee must follow all adopted city policies for vehicle usage.

Additional Benefits: FLSA exempt employees will receive the same VEBA,

medical, dental and vision insurance, Social Security (F.I.C.A.), PERSI, life

insurance, and long-term disability insurance authorized by the council for the
employees represented by LCEA.

(D) Social Security for Deputy Fire Chiefs: Acknowledging that a referendum
was held resulting in the loss of Social Security coverage for the Deputy
Fire Chiefs, the City agrees, in lieu of paying Social Security employer
contributions, to contribute 6.2% of the Deputy Fire Chiefs compensation
into their PERSI Choice plan with a required minimum employee match
of 1%. This applies to any compensation that would have otherwise been
taxable social security wages. If the Social Security tax obligation is, at
any time changed for general employees, the City’s contribution to the
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Deputy Fire Chiefs shall also be changed to the then-current Social
Security employer rate.

(2) Administrative On-Call Compensation for Deputy Fire Chiefs: The Fire "A[Formatted: Indent: Left: 0.5", Hanging: 0.5"

Chief shall create a quarterly on-call rotating weekly schedule for the
Deputy Fire Chiefs. The City agrees to compensate the Deputy Fire
Chiefs for a total of one hundred thirty-two (132) hours per fiscal year in
recognition of their scheduled on-call service outside of their typical work
schedule. The completed annual schedule and hours shall be approved by
the Fire Chief and submitted to the Human Resources Director for
payment in conjunction with the fire department’s annual holiday pay
compensation report. If the Deputy Fire Chief does not complete the
required on-call hours, compensation will be pro-rated accordingly.

Compensation shall be paid on or before December 1 of each vear for the /[Formatted: Superscript

entire preceding calendar year. Compensation shall be based on Deputy
Fire Chiefs’ base hourly rate of pay when work was completed and shall
be paid once a year.
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GENERAL SERVICES/PUBLIC WORKS COMMITTEE
STAFF REPORT

DATE: FEBRUARY 27, 2023

FROM: TROY TYMESEN, CITY ADMINISTRATOR

SUBJECT: POLICE CAPTAINS’ MEMORANDUM OF UNDERSTANDING
(MOU)

DECISION POINT:

Should Council approve the proposed Police Captain MOU establishing compensation and
benefits for a one-year contract?

HISTORY:

The MOU shall be applicable to the two (2) Police Captains for a term commencing October 1,
2022, and ending September 30, 2023. All prior resolutions between the City and the Police
Captains will no longer be applicable.

FINANCIAL:

The following are the changes in the MOU from the previous MOU:

— 1-year term;

— Police Captains will be leveled in the City’s compensation/classification plan for the FY
2022 — 2023 with a minimum salary of $104,794 per annum and a maximum of $147,430
per annum — this includes the agreed eight percent (8%) increase;

— The pay increase was effective on October 1, 2022, and the Captains have been paid in full
for back wages at the end of December 2022;

PERFORMANCE ANALYSIS:

The proposed MOU with the Police Captains was discussed in good faith with the City, and the
compensation and benefits included will provide a competitive package for the two Captains
represented. The Captains have agreed to these changes.

DECISION POINT/RECOMMENDATION:

City Council should approve the proposed Police Captains MOU establishing compensation and
benefits for a one-year contract.



Memorandum of Understanding

This understanding is made and entered into this 7' day of, March, 2023, by and between
the City of Coeur d’Alene, hereinafter referred to as the “City,” and the Police Department
Captains, hereinafter referred to as “Captains.” The understanding shall be for a term
commencing October 1, 2022, and ending September 30, 2023, except as specifically provided
herein.

Section 1. Purpose/Intent

The purpose of this document is to create an understanding that specifically pertains to
Captains, who are FLSA "exempt employees.” Captains perform work under the day-to-day
guidance of the Police Chief.

Section 2. Definitions

@ Police Department Captains shall mean employees responsible for the management of
one or more major divisions within the Police Department with a rank of captain.

(b) Administrative exempt employee shall be the Fair Labor Standards Act classification
under which Captains will be regulated. As such, Captains shall be paid on a salary basis
and shall not be eligible for compensatory or overtime pay.

Section 3. Conditions of Employment
@) Residency: Captains must disclose to the Police Chief any intent to change residency
because Captains, at the discretion of the Police Chief, may be required to reside within

twenty (20) miles of City limits.

(b) Duties: A Captain’s duties and responsibilities shall be in accordance with the adopted
job description, as well as all duties assigned by the Police Chief.

(©) Application of Personnel Rules: Captains shall be exempt from the personnel rules
except the following and as may be determined by City Council hereafter.

1. Rule I, Section 11, “Standards and Conduct”

2. Rule 11, Section 43, "Sick Leave"

3. Rule 11, Section 5, "Bereavement Leave," allowing for up to 40 hours of
leave without pay

4. Rule 11, Section 6, "Military Leave"

5. Rule 11, Section 8, "Witness and Jury Leave"

6. Rule 11, Section 10, "Holidays"

7. Rule 11, Section 11, "Family and Medical Leave"

8. Rule 11, Section 12, "Retirement Consultation Benefit"

9. Rule 14, “D|SC|pI|nary Action — Layoff — Resignation”

10. Rule 15, "Grievance Procedures”
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11. Rule 16, “Personnel Appeals Procedures”

12. Rule 18, Section 5, " City Property"

13. Rule 19, "Authorization and Procedures for Expense Reimbursement”

14. Rule 21, "Drug/Alcohol Policy"

15. Rule 22, "Prohibition Against Harassment and Violence in the
Workplace”

16. Any other rule that, by its terms, is specifically applicable to Police Department
Captains.

In addition to the personnel rules listed above, Captains must follow all policies and
procedures applicable to them that are approved by the City Council by resolution.

Section 4. Benefits

(@)

(b)

(©)

Vacation Accruals: Vacation accruals shall be as follows:

1. First through third year of service: Eight (8) hours for each month of service.

2. Fourth through fifth year of service: Twelve (12) hours for each month of service.

3. Sixth through tenth year of service: Sixteen (16) hours for each month of service.

4. After ten (10) or more years of service: Twenty (20) hours for each month of service.

Vacation usage must be reported on time records in half day increments. A Captain with
more than three hundred sixty (360) hours vacation leave as of each October 1 (the first
day of the City’s fiscal year) shall utilize the excess leave before January 15 of the
following calendar year, unless otherwise approved by the Police Chief and by the
Human Resources Director.

Vacation Accrual Credit for Past Work Experience: Captains may be given credit for
vacation accrual based on past similar work experience. In order to qualify, the Captain
must provide their previous job description and any other relevant information to the
Human Resources Director who will review the information to determine if the prior
position was sufficiently similar to the adopted job description for the position to warrant
vacation accrual credit for the past work experience.

Sick Leave: Asan FLSA exempt employee, Captains shall continue to accrue sick leave
according to Rule 11, Section 4 (ten hours per month). Sick leave usage must be reported
on time records in half day increments. Captains shall be eligible to participate in the
sick leave bank. Captains shall not receive compensation for accumulated sick leave
unless the employee retires from the City of Coeur d'Alene pursuant to the provisions of
Idaho Code. Sick leave options 1 and 2, found in Rule 11, Section 4, are applicable.

Compensatory Time (comp time): As an FLSA exempt employees, Captains are not
eligible for comp time.
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Compensatlon/Performance Based Salary Increases: Captalns shall be pald a salary as set

Captains shall receive annual salary increases based on a performance-based evaluation
from the Police Chief. Captains will receive a salary increase ranging from 5% to 8% if
the performance is rated an overall average or above rating. If performance is below
average, a Captain is not eligible for any increase until performance is at a minimum of
an overall average. A salary increase will only be granted following a minimum of twelve
consecutive months of service from the previous performance salary increase and salary
increases will continue, not to exceed the maximum salary of the pay/classification plan
as follows:

Police Captain (Exempt) Minimum Maximum

FY 2022 — 2023 $104,794 $147,430

The above minimum and maximum ef-the-compensation/classificationplan includes the
an agreed upon 82.5% increase. CeostefLiving-Adjustment{COLA)_All back wages

included in the terms of this Memorandum of Understanding owed to Captains have been
paid in full through payroll to Captains at the end of December 2022. Any other changes
to the compensation/classification plan will only be made if approved by the Captains
and the City Administrator.

Captains who earn a degree reasonably related to their job function from accredited
colleges shall be paid an additional amount based upon the following:

Associate degree: $.19 per hour
Bachelor’s degree:  $.37 per hour
Master’s degree: $.47 per hour

Additional Benefits: Captains shall receive the same Social Security (F.1.C.A.), Public
Employees Retirement System of Idaho (PERSI), medical, dental, and vision insurance,
and long-term disability insurance authorized by the City Council for the employees
represented by the Police Association.

Health Reimbursement Arrangement (HRA/VEBA): The City will contribute one
hundred thirty-three dollars ($133.00) per month to each Captain’s HRA/VEBA Plan.

If the Captain is covered on the City of Coeur d'Alene’s medical plan, the City agrees to
contribute One Thousand Dollars ($1,000) annually for an individual employee
deductible and Two Thousand Dollars ($2,000) annually for an employee family
deductible into the Captain’s HRA/VEBA plan. The contribution will be deposited into
the Captain’s HRA/VEBA plan on a monthly basis with the applicable deductible
contribution divided by the applicable months of eligible coverage.
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If a Captain elects to opt out of the City's medical insurance plan, the Captain’s premium
on the selected medical insurance plan that the City would have paid for single coverage
will be placed in the Captain’s HRA/VEBA. Proof of other medical insurance, not
provided by the City, must be provided by the Captain.

A Captain who retires from the City of Coeur d'Alene pursuant to the provisions of ldaho
Code will receive a lump sum payment to the Captain’s HRA/VEBA plan for vacation
and eligible sick leave balances.

Administrative Call-Out Compensation for Exempt Police Captains: The City agrees to
compensate Captains for up to 50 hours per fiscal year in recognition of unplanned hours
worked outside of a typical exempt employee work schedule. Hours shall be recorded
and approved by the Police Chief and compensation shall be based on Captains’ gross
hourly rate of pay and placed into their HRA/VEBA plan.

Life Insurance: The City will provide life insurance for Captains and dependents as
follows:

1) Captain life insurance shall be $50,000;

2) Dependent life insurance, $1,000;

3) Accidental death and dismemberment insurance, Captain only, shall be $50,000.

Tuition Reimbursement: The City agrees to reimburse Captains at the in-state tuition
rates for public education institutions in Idaho. The City will reimburse one hundred
percent (100%) with an “A” or “B” grade and eighty (80%) with a “C” grade for the cost
of approved job-related educational courses at accredited colleges and universities which
are directly related to the Captain’s present position or expected promotional position, but
which courses are not required by the City and are attended upon the Captain’s personal
volition. All books, supplies and travel expenses shall be paid by the Captain. The
courses shall be approved for reimbursement by the Chief of Police thirty (30) days prior
to the start of the course and forwarded to the Human Resources Director.

If a Captain voluntarily separates from the City’s employment within two years of receipt
of tuition reimbursement, he/she agrees to reimburse the City in full for the total amount
of tuition reimbursement paid by the City to the Captain.

Miscellaneous: The Police Chief shall authorize car assignments. Any personal use of a
City assigned vehicle may be taxable to the Captain per IRS Publication 15-B.

Section 5. Supervision

Captains shall be supervised by the Police Chief and subject to disciplinary action as

deemed appropriate by the Police Chief.
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IN WITNESS WHEREOF, the Mayor and City Clerk of the City of Coeur d'Alene have
executed this Memorandum of Understanding on behalf of said City, and the Captains have
caused the same to be signed, the day and year first above written.

CITY OF COEUR D'ALENE, CAPTAINS
KOOTENAI COUNTY, IDAHO

By: By:

James Hammond, Mayor David Hagar
ATTEST:

By: By:

Renata McLeod, City Clerk Jeff Walther
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CITY COUNCIL
STAFF REPORT

DATE: FEBRUARY 27, 2023
FROM: MELISSA TOSI; HUMAN RESOURCES DIRECTOR

SUBJECT: PERSONNEL RULE AMENDMENTS

DECISION POINT: Should the City Council approve amendments for Rule 11 — Unpaid Leave of
Absence and Rule 27 — FLSA Exempt Employees?

HISTORY: The proposed amendments to Rule 11 require more explanation from the employee in the
reason for the leave, the length of the leave, why it is necessary, and any additional information that would
be helpful in making a final determination with the request. The main amendment in the current language
is changing the approval process of unpaid leave beyond twelve weeks from being approved by City
Council to being approved by the City Administrator, after conferring with the applicable Department
Head and Human Resources Director. This would be a more standard internal approval process for
employees related to leave and also protect any discussions that are related to protected medical/health
information.

The proposed amendments to Rule 27, besides some general housekeeping amendments, are due to the
Deputy Fire Chiefs’ previously negotiated Memorandum of Understanding (MOU) benefits, now being
proposed to be incorporated into the Personnel Rules. The Deputy Fire Chiefs have agreed to no longer
be covered by their previous MOU and, as a result, will move under the Personnel Rules. The on-call
compensation benefit was approved by Council at the December 20, 2022, City Council meeting and is
for the rotating weekly on-call schedule, for on-call hours outside of their typical work schedule, which is
prepared by the Fire Chief.

These proposed amendments to the Personnel Rules have been discussed by the Executive Team and
posted for all employees to review. Additionally, the Lake City Employees Association (LCEA), Police
Association, and Fire Union were notified of the changes prior to posting with no concerns being
mentioned.

FINANCIAL ANALYSIS: There are no hard costs associated with the Personnel Rule amendments to
Rule 11. Adding the Deputy Fire Chiefs to Rule 27, specifically the On-Call Compensation benefit, will
add an additional $24,366 for fiscal year 2023-2024. Due to the benefit being paid in the next fiscal year,
this will allow the City to budget the expense in the next budget year for the three Deputy Fire Chiefs.

PERFORMANCE ANALYSIS: Authorizing the above noted Personnel Rule amendments are necessary
to provide consistent and clear policies with up-to-date, relevant information. Additionally, adding the
Deputy Fire Chiefs to the Personnel Rules captures all exempt positions into the Personnel Rules with the
exception of Police Captains.

RECOMMENDATION: The City Council should approve the amendments for Rule 11 — Unpaid Leave
of Absence and Rule 27 — FLSA Exempt Employees.
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RESOLUTION NO. 23-018

A RESOLUTION OF THE CITY OF COEUR D’ALENE, KOOTENAI COUNTY,
IDAHO, AMENDING CITY OF COEUR D’ALENE PERSONNEL RULE 11: UNPAID
LEAVE OF ABSENCE.

WHEREAS, the need to revise Personnel Rule 11 has been deemed necessary by the City
Council and the Human Resources Director; and

WHEREAS, said the amendments to Personnel Rule 11 have been properly posted ten
(10) days prior to this Council Meeting; and

WHEREAS, the employee bargaining units of the City have approved the amendments;
and

WHEREAS, it is deemed to be in the best interests of the City of Coeur d’Alene and the
citizens thereof that the amendment to Personnel Rule 11, attached hereto as Exhibit “A,” be
adopted.

NOW, THEREFORE,

BE IT RESOLVED by the Mayor and City Council of the City of Coeur d’Alene that the
amendments to Personnel Rule 11, attached hereto as Exhibit “A,” be and are hereby adopted.

DATED this 7" day of March, 2023.

James Hammond, Mayor

ATTEST:

Renata McLeod, City Clerk
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Motion by , Seconded by , to adopt the foregoing resolution.

ROLL CALL:
COUNCIL MEMBER MILLER Voted
COUNCIL MEMBER ENGLISH Voted
COUNCIL MEMBER GOOKIN Voted
COUNCIL MEMBER EVANS Voted
COUNCIL MEMBER MCEVERS Voted
COUNCIL MEMBER WOOD Voted
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SECTION 7. Unpaid Leave of Absence

(a) Requests: All requests for an unpaid leave of absence by a regular appointed or
probationary employee must be made in writing to the employee’s Department
Head and the Human Resources Director. Requests shall explain the reason(s) for
the leave, the length of the leave requested, why it is necessary, and any other
applicable information that would be helpful in making a final determination on
the request, including medical documentation if available or requested. Unpaid
leave is not a right, but is granted only in extraordinary circumstances upon a
showing of good cause. Unpaid leave may be denied if coverage for the
employee’s work duties and responsibilities is not reasonably practicable.

(b) Duration of Unpaid L eave of Absence:

a. Less than one (1) week: The Department Head, in consultation with the
Human Resources Director, may grant an employee up to one (1) calendar
week of unpaid leave.

b. Extended unpaid leave: The Human Resources Director may grant unpaid
leave for up to twelve (12) calendar weeks. After conferring with the
employee’s Department Head, the Human Resources Director will provide
the employee a written response to the employee’s request.

c. Beyond twelve (12) weeks: The City Administrator may grant unpaid
leave for more than twelve (12) weeks. The City Administer shall confer Formatted: Font: 9 pt, Bold, Italic J
with the employee’s Department Head and the Human Resources Director Formatted: Border: Top: (Single solid line, Gray-15%, ‘

0.5 pt Line width)
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prior to making a determination. The Human Resources Director will
provide the employee a written response to the employee’s request.

(c) Exhausting Paid Leave: Prior to use of unpaid leave, an employee shall have
exhausted all accrued vacation and compensatory leave. If the reason of the leave
of absence is an allowable use under the sick leave policy, then all sick leave shall
also be exhausted prior to going into an unpaid leave status.

(d) Leave Accruals: During an unpaid leave of absence, an employee is not eligible
for vacation or sick leave accruals.

(e) Employee Benefits: If an employee has a full calendar month of unpaid leave, the
employee is responsible for both the employee’s and employer’s cost share of any
insurance benefit the City provides. The employee will be advised of COBRA
continuation rights.

(f) Return to Work: An Employee shall be reinstated in the position held at the time
leave was approved upon return to work following unpaid leave. Failure of an
employee to return to work on the agreed upon date may be treated as a
resignation by the City or may subject the employee to disciplinary action up to
and including termination.

[ Formatted: Font: 9 pt, Bold, Italic J
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CITY COUNCIL
STAFF REPORT

DATE: MARCH 7, 2023
FROM: MIKE ANDERSON, WASTEWATER DIRECTOR
SUBJECT: ADOPTION OF MODIFICATIONS TO CHAPTERS 13.08 AND 13.16,

OF THE COEUR D’ALENE MUNICIPAL CODE FOR THE PURPOSE
OF ESTABLISHING NEW WASTEWATER USER CHARGES AND
CAPITALIZATION FEES

DECISION POINT: Council may wish to adopt the proposed modifications to Chapters 13.08
and 13.16 of the Municipal Code for the purpose of establishing new wastewater user charges and
capitalization fees. These modifications will establish the new wastewater user charges and
capitalization fees for the five-year period from April 1, 2023, through March 31, 2028.

HISTORY: The new charges and fees will replace those defined in the 2017 Comprehensive
Wastewater Rate Study. The recent rate study by HDR Engineering was authorized by the City
Council in April 2022 (Resolution 22-015) and has taken into account the numerous operational
and capital improvements made to the wastewater collection, treatment and compost facilities
during the past five years, as well as anticipated future expenditures. Particularly, the rate study
has incorporated the extensive operational costs that the City has incurred to meet the stringent
discharge requirements of the National Pollutant Discharge Elimination System (NPDES) permit
that was issued to the City in December 2014 by the United States Environmental Protection
Agency (EPA), in which Idaho Department of Environmental Quality (DEQ) becoming the permit
authority in 2018. Other driving costs were identified in the 2018 Facility Plan Update and include
planning, design and construction of repairs to the secondary treatment process and expansion of
the tertiary treatment process.

FINANCIAL ANALYSIS: The proposed modifications will provide the revenue required for the
continued efficient operation of the facilities and enable the City to meet the discharge permit
requirements through the City’s Advanced Wastewater Treatment Facility.

PERFORMANCE ANALYSIS: The rate study performed revenue requirement analysis, cost of
service analysis, and rate design analysis to develop user rates and fees that adequately meet the
wastewater utility’s operating and capital expenses with revenues from customers. The study also
addressed the fairness and equity of the current and proposed rates among the various customer
classes.

DECISION POINT/RECOMMENDATION: Staff recommends Council adoption of the
proposed modifications to Chapters 13.08 and 13.16 of the Municipal Code for the purpose of
establishing new wastewater user charges and fees that will be effective April 1, 2023.
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January 13, 2023

Mr. Michael Becker

Wastewater Department Capital Program Manager
City of Coeur d’Alene

710 East Mullan Avenue.

Coeur d’Alene, Idaho 83814

Subject: City of Coeur d’Alene Comprehensive Wastewater Rate Study

Dear Mr. Becker:

HDR Engineering, Inc. (HDR) is pleased to present the draft report on the comprehensive
wastewater rate and capitalization fee study conducted for the City of Coeur d’Alene (City). A key
objective in developing the City’s comprehensive wastewater rate and fee study was to develop a
financial plan, and subsequent proposed rates and fees that generate adequate revenues to fund
the operating and capital needs of the wastewater utility. Another objective of this study was to
determine the equity or fairness of the current rates by conducting a cost of service analysis. This
report outlines the approach, methodology, findings, and conclusions of the comprehensive
wastewater rate and fee study process.

This report was developed utilizing the City’s accounting, operating, and customer records. HDR
has relied on this information to develop our analyses that form our findings, conclusions and
recommendations. At the same time, this study was developed utilizing generally accepted rate
setting principles and methodologies. The conclusions and recommendations contained within this
report are intended to provide a financial plan that meets the needs for the operation, maintenance,
replacement, and depreciation of the utility. Finally, this report provides the basis for developing and
implementing rates and fees that are cost-based, defensible, and equitable to the City’s customers.

We appreciate the assistance provided by City staff in the development of this study. More
importantly, we appreciate the opportunity to work with the City of Coeur d’Alene’s staff,
management, and City Council on this project.

Sincerely yours,
HDR Engineering, Inc.

David Clark, PE Shawn Koorn
Senior Vice President Associate Vice President
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City of Coeur d’Alene Wastewater Division

I Executive Summary

Wastewater Rate Study

The City of Coeur d’Alene (City) retained HDR Engineering, Inc. (HDR) to perform a comprehensive
rate and fee study for its wastewater utility. A comprehensive rate and fee study determines the
adequacy of the existing wastewater rates and fees and provides the basis to maintain cost-based
and equitable rates and fees. This report will describe the methodology, findings, and conclusions of
the wastewater rate and fee study process undertaken for the City. The City has historically
completed rate studies periodically to support the financial requirements of the wastewater utility,
most recently in 2002, 2012 and 2018. This study is a continuation of the City’'s policy to maintain
cost-based and equitable rates and fees for the next five-year period.

A comprehensive rate study determines whether existing rates are adequate to meet the utility’s
operating and capital expenses with revenues received from customers. Rates set too low may
result in insufficient funds to maintain system integrity. The study provides a basis for making rate
adjustments; as well as, addressing the fairness and equity of the City’s current rates. As a point of
reference, the summary of the CAP Fee is provided later in this section, as well as a detailed
discussion in Section 7 of this report.

Overview of the Rate Study Process

This comprehensive rate study consists of three interrelated analyses performed for the wastewater
utility. Figure ES-1 provides an overview of these analyses.

Figure ES-1

Overview of the Comprehensive Wastewater Rate Setting Process

Compares the sources of revenues to the
expenses of the utility to determine the
overall rate adjustment required

Revenue Requirement Analysis

Distributes the revenue requirement to the
customer classes of service in a
proportional manner

Cost of Service Analysis

Considers the results of the prior two tasks
to develop the structure of the rates collect
the target level of revenues

Rate Design Analysis

A revenue requirement analysis is concerned with the overall revenues and expenses, both
operating and capital, of the utility. From this analysis, a determination can be made as to the
overall level of adjustment to revenues necessary to meet annual needs. Next, a cost of service
analysis is performed to equitably allocate costs from the revenue requirement to system cost
drivers such as volume and strength and then distributes the allocated costs to the customer classes
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of service (e.g., residential, commercial). Finally, once an overall level of rate adjustment is
determined, and the costs have been distributed to the customer classes, the last step of the rate
study process is the design of rates. The rate design considers the appropriate level of revenues to
collect, for each customer class of service, while considering rate design goals and objectives of the
utility (e.g., revenue stability, cost-based, continuity in philosophy).

Key Wastewater Rate Study Results

A comprehensive rate study was undertaken to financially evaluate the wastewater utility on a stand-
alone basis. That is, no subsidies between the wastewater utility and the City’s other utility funds
should occur. By viewing the wastewater utility on a stand-alone basis, the need to adequately fund
both operations and maintenance (O&M) expenses and annual capital infrastructure needs must be
balanced against the rate impacts to customers.

Based on the technical analysis undertaken as part of this study, the following findings, conclusions,
and recommendations were noted.

v' Total wastewater capital projects for the period of 2023 — 2032 total $82.7 million including
estimated inflationary impacts. These include the major projects listed below:

v" Equipment and Capital Replacement projects total $17.7 million.
Tertiary Membrane Filter (TMF) expansion projects total $14.5 million.
Collection system Improvements total $8.7 million.

Trickle Filter Rehabilitation projects total $8.7 million

Solids Handling Improvements total $5.9 million

D N N N NN

Ultraviolet (UV) Disinfection Upgrades total $5.1 million

v' Arevenue requirement analysis was developed for the time period of 2023 — 2032. With the
focus being on the next five-year period (2023 — 2027) for establishing proposed rates.

v' Acost of service analysis was completed to review the equity of the existing rates.

v' The cost of service results indicate that generally, residential and commercial are within a
reasonable range of their cost of service.

v Low Income Residential rate was reassessed to better align with their cost to serve.

v Fernan Rates are being transitioned over the five-year period to be equal to the regular
residential and commercial rates.

v Proposed rates were developed for the next five-year of period of 2023 through 2027 based
on the overall revenue needs and cost of service results.

v' The capital funding analysis assumes long-term borrowing of $7 million in 2028, which is
beyond the five-year rate window. The City will reassess the need for the long-term
borrowing during the next rate study

v Prior to the end of 2027, final adopted effective rates, the City should review the need for
additional rate adjustments and complete an update of the comprehensive rate study.
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Summary of the Revenue Requirement Analysis

A revenue requirement analysis sums the wastewater utility’s annual O&M expenses and capital
improvement needs and compares it to the total revenues of the utility to determine the overall rate
adjustment required. Provided below in Table ES-1 is a summary of the wastewater revenue
requirement analysis.

Table ES-1

Summary of Wastewater Utility Revenue Requirement ($000s)

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

Sources of Funds —

Rate Revenues $14,219 $14,324 $14,430 $14,537 $14,645
Misc. Revenues 86 140 104 86 76
Total Source of Funds $14,304 $14,464 $14,534 $14,623 $14,721
Applications of Funds —

Wastewater Personnel Costs $3,587 $3,694 $3,805 $3,919 $4,037
Administration 1,172 1,211 1,251 1,293 1,336
Treatment 2,507 2,602 2,701 3,211 3,338
Collection 153 160 167 174 182
Sludge Management 146 151 156 162 168
Rate/Reserve Funded Improvements 4,600 4,700 4,850 5,200 5,650
Net Debt Service 3,013 3,013 3,013 3,013 3,015
Change in Working Capital - 0 0 0 0
Total Application of Funds 15,177 15,530 15,943 16,972 17,726
Bal./(Defic.) of Funds ($873)  ($1,067) ($1,410) ($2,349) (%$3,005)
Balance as a % of Rates 6.1% 7.4% 9.8% 16.2% 20.5%
Proposed Rate Adjustment 5.0% 5.0% 5.0% 5.0% 5.0%

It is important to note the annual deficiencies in the Table ES-1 are cumulative. That is, any
adjustments in the initial years will reduce the deficiency in the later years. Over the projected time
period, rates need to be adjusted by approximately 20.5% in order to adequately and properly fund
the City’s wastewater utility O&M and capital infrastructure needs.

Based on the revenue requirement analysis developed, HDR recommends the City increase the
overall revenue levels of the wastewater utility. Based on the plan developed in this report, the
recommended annual adjustments of 5.0% over the five-year rate setting period to provide adequate
funding for both O&M and capital funding based on the assumptions developed as part of the rate
study.

Analyzing Cost of Service

After the total revenue requirement is determined, it is distributed to the users (customers) of the
service. The distribution, typically analyzed through a cost of service study, reflects the cost
relationships for providing and delivering wastewater services. A cost of service study requires three
steps:



2023 Rate and Capitalization Fee Studies
City of Coeur d’Alene Wastewater Division

1. Costs are functionalized or grouped into the various cost categories related to
providing service (pumping, treatment, collection, etc.). This step is often largely
accomplished by the utility’s chart of accounts within its accounting system.

2. The functionalized costs are then allocated to specific cost components. Allocation
refers to the arrangement of the functionalized data into cost components. For
example, a wastewater utility’s costs are typically classified as volume, strength, or
customer-related.

3. Once the revenue requirement is allocated to the cost components, the cost
component totals are distributed to the customer classes of service (e.g., residential,
commercial). The distribution is based on each customer class’s relative contribution
to the cost component. For example, customer-related costs are distributed to each
class of service based on the total number of customers in that class of service (e.g.,
proportional distribution). Once costs are distributed, the required revenues for
achieving cost-based rates can be determined.

Summary of the Cost of Service Analysis

A cost of service analysis determines the proportional distribution of the revenue requirement to
each customer class of service. The objective of the cost of service analysis is different from
determining the revenue requirement. A cost of service analysis determines the equitable manner to
collect the revenue requirement based on the customer class characteristics and facility
requirements. A summary of the cost of service analysis for 2023 is shown in Table ES-2.

Table ES-2
Summary of the Cost of Service Analysis ($000s)
Customer Present Rate Allocated $ %
Class of Service Revenues Costs Difference Difference*
Residential $8,719 $8,935 (%216) 5.4%
Commercial 5,500 5,612 (112) 4.4%
Total $14,219 $14,547 ($328) 5.0%

* Percent difference is based on an April of each fiscal year implementation

Table ES-2 provides a comparison of the current rate revenues to the distributed costs for each
customer class of service. The difference between the rate revenues and distributed costs for each
class of service represents the variance between the level of revenues currently received from each
class of service and the proportional distribution of costs. In viewing these results, it is important to
remember that a cost of service analysis is not an exact calculation. Rather, it reflects the current
relationships between current customer revenues and current costs. These relationships change
over time given budgetary changes and changes in customer usage patterns and characteristics. A
customer class is generally considered being within a reasonable range of its Cost of Service when
the customers cost of service change is within 5% of the overall rate adjustment. Given all customer
classes are within this range, HDR does not recommend interclass changes to rate at this time.
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Rate Design

Rates that meet the utility’s objectives are designed based on the results of both the revenue
requirement and the cost of service analysis. This results in rates which are cost-based; however,
rate design may also consider factors such as revenue stability, affordability, continuity of past rate
philosophy, ease of administration, and customer understanding. Table ES-3 provides the current
rates as adopted by the City and effective in 2022. The purpose of this study is to evaluate and
update, as based on the results of the study, these rate for the next five-year period. At the end of
that five year period a rate study will be conducted to set rate for the next five-years.

Table ES-3

Current Wastewater Rates

Customer Billing Fee Code Present Rates

Residential Rates
Monthly Service Charges

Residential SERS/SERV/SERSL/
SERF/SERMF $14.99
Monthly Usage Charge (per dwelling unit)
Residential SERS 33.82
Residential (vacation) SERV 0.00
Residential-Low SERSL 6.24
Fernan-Residential SERF 24.17
Duplex-One Meter SERMF 33.82
Commercial Rates
Monthly Service Charges
Commercial CWCL/CWCM/CWCH/
SENROG6/SENRF $14.99
Monthly Usage Charges
Commercial-Low CWCL 5.61
Commercial-Medium CWCM 6.44
Commercial-High CWCH 7.24
Fernan-Commercial SENROG6 4.86
Fernan-Commercial SENRF 4.86

The overall revenue adjustments were determined in the revenue requirement analysis to calculate
the prudent revenue levels necessary to fund operating and capital expenses. How the overall
revenue adjustment is applied by class of service takes into consideration the cost of service results
to determine how the overall revenue adjustment is collected.

The cost of service compared the overall rate categories of residential and commercial, but within
each of those two categories there are additional sub-categories with different rates. Within the
residential category there is single family homes, low use single family homes, and Fernan
residential. Within the commercial category there are commercial low, medium, and high strength as
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well as Fernan commercial. The rate design portion of the study will adjust the rates to better reflect
the sub-category rates impact on the system based on the results of the study.

Proposed Rates

Based on the revenue requirement and the cost of service analysis proposed rates were developed
for the next five-years. Table ES-4 provides the proposed wastewater rates for the next five-year
period. The proposed rates were adjusted evenly across the residential and commercial customer
groups given the results of the cost of service indicated that the City’s customer classes were within
a reasonable range. Minor adjustments were made within the residential user group to align
customer usage with their usage charge. Specifically, the residential low and Fernan rates were
revised to reflect the average unit costs as developed in the cost of service analysis.

Table ES—4
Present and Proposed Wastewater Rates
Customer Class and Billing Fee Present  FY FY FY FY FY
Rate Code Rates 2023 2024 2025 2026 2027
All

Monthly Service Charge $14.99 $15.74 $16.53 $17.35 $18.22 $19.13

Customers

Residential Rates
Monthly Usage Charge (per dwelling unit)

Residential SERS $33.82 $33.18 $34.83 $36.58 $38.40 $40.32
Residential(vacation) SERV 0.00 0.00 0.00 0.00 0.00 0.00
Residential-Low SERSL 6.24 17.72 18.61 19.54 20.52 21.54
Fernan-Residential SERF 24.17 27.09 30.16 33.39 36.77 40.32
Duplex-One Meter (x2) SERMF 33.82 33.18 34.83 36.58 38.40 40.32
Residential + ADU- SERADU 33.18 34.83 36.58 38.40 40.32

One Meter (x2)

Commercial Rates
Monthly Usage Charges per 1,000 gallons

Commercial-Low* CWCL $5.61 $5.89 $6.19  $6.49 $6.82 $7.16
Commercial-Medium CWCM 6.44 6.76 7.10 7.46 7.83 8.22
Commercial-High CWCH 7.24 7.60 7.98 8.38 8.80 9.24
Fernan-Commercial SENRO6 4.86 5.28 5.71 6.17 6.66 7.16
Fernan-Commercial SENRF 4.86 5.28 5.71 6.17 6.66 7.16

Capitalization Fee Study

The objective of a capitalization fee (CAP Fee) study is to calculate a cost-based and legally
defensible CAP Fee for new customers connecting to the City’'s wastewater system. CAP Fees
provide how new customers are able to “buy in” to the existing system.

Past legal challenges to CAP Fees has resulted in the development of an approach that reflects
these legal decisions. The recent legal decisions outlined a methodology that takes the replacement
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cost of the system, less unfunded depreciation and outstanding balance on debt, divided by the
number of customer equivalent units that can be served at the existing capacity.

Defining Capitalization Fees

The first step in establishing cost-based CAP Fees is to gain a better understanding of the definition
of a CAP Fee. For purposes of this review, a CAP Fee or “system development charge” is used as
interchangeable terms and hold the same meaning and intent. A system development charge is
defined as follows:

“These fees are one-time charges to customer when they connect to the system or by
developers as part of the permitting or planning process.”

System development charges, or CAP Fees as the City refers to them, are a financial contribution to
reimburse existing customers for the available capacity in the existing system. The main objective of
a CAP Fee is to assess the benefiting (connecting) party their proportionate share of the cost of
infrastructure required to provide them service (i.e., accommodate capacity needs).

CAP Fees are generally imposed as a condition of service. The objective of a CAP Fee is not to
generate funds for a utility, but to assure that all customers seeking to connect to the utility’s system
bear an equitable share of the cost of capacity that has been invested in the existing system. The
development of the CAP Fee is based on a customer’s equitable share of the existing system. While
some customer demands may vary, the purpose of the CAP Fee is not to exactly reflect the capacity
requirements of each customer, but place customers in like groups similar to the rate setting
process.

By reviewing and updating the CAP Fees, the City continues an important step in providing
adequate infrastructure to new customers in a cost-based, fair, and equitable manner. The City
should set CAP Fees which are cost-based while balancing the needs of the City and development
community.

Key Assumption of the CAP Fee Development

In developing the wastewater capitalization CAP Fees, a number of key assumptions are utilized.
These are as follows:

v' The City's asset records are used to determine the existing plant assets and accumulated
depreciation.

The City provided outstanding principal on debt issued to fund sewer infrastructure.

v' The Engineering News Record Construction Cost Index (CCl) was used to inflate the original
cost of assets to an estimated replacement cost.

Development of the Proposed CAP Fee

The CAP fee is based on the capacity of the existing system. This component results in new
customers reimbursing existing customers for the new customer’s equitable share of the available
capacity within the existing system that has been funded by existing customers. The process of

! Financing and Charges for Wastewater Systems, Manual of Practice No. 27. Water Environmental
Federation, Fourth Edition, Page 200.
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calculating the capitalization fees is based upon a multi-step process. In summary form, these steps
are as follows:

v' System planning criteria
v Valuation of the fixed assets
v’ EXxisting system capacity

Capitalization Fees

The City’s current fees are based the number of population equivalents (PE’s) which vary by the
type of customer. The established CAP fee is then multiplied by the PE units which is then
multiplied by the customer class multiplier. The current single-family multiplier is 2.39 which was the
people per household average for a single family home. Table ES-5 Provides current base CAP fee.

Table ES-5
Current Base CAP Fee by System Component
Total
Component System Fee
Treatment $1,115
Collection Mains 177
Lift Stations 11
Compost 7
General Plant 73
TOTALS Per PE $1,383

Table ES-6 shows the multiplier, or PE units, for each customer type and the current calculated CAP
Fee. As part of the CAP Fee update the PE Units will be reviewed and updated to reflect current
conditions.
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Table ES-6
Current Wastewater CAP Fee

PE Calculated
Customer Type Units CF
Residential
Single Family Dwelling 2.39 per unit 3,305
Multiple Family Dwelling (2 units) 2.39 per unit 3,305
Commercial-Low
Bar or tavern 0.20 per seat 277
Factories 0.10 per 100 sq. ft. 138
Hospital 2.50 per bed 3,458
Institution (other than hospital) 1.25 per bed 1,729
Mobile Home 2.32 per unit 3,305
Multiple Family Dwelling (>2 units) 2.20 per unit 3,043
Office Space 0.10 per 100 sq. ft. 138
Retail Space 0.05 per 100 sq. ft. 69
School (without meal preparation) 0.08 per student/staff 111
Warehouse 0.04 per 100 sq. ft. 55

Commercial-Medium
Hotel or motel (without kitchen 1.30 per unit 1,798
facilities in room)

Commercial-High*

Bakeries 0.20 per seat 351
Bowling Alley 1.00 perlane 1,755
Funeral homes 0.05 per 100 sq. ft. 88
Grocery markets with garbage 0.04 per 100 sq. ft. 70
disposals
Hotel or motel (with kitchen 1.60 per unit 2,807
facilities in room)
Laundry, commercial 1.90 per washing 3,334
machine
Microbrewery n/a n/a
Restaurants 0.20 per seat 351
RV Parks n/a n/a
School (with meal preparation) 0.13 per student/staff 228
Theaters (indoor and outdoor) 0.03 per seat 53

For customers who do not fit into the classes in Table ES-6, a fee is calculated based on the
customer’s specific wastewater characteristics such as flow (volume), Biochemical Oxygen Demand
(BOD), Total Suspended Solids (TSS), Ammonia, and Phosphorus. In addition to the CAP Fee the
wastewater utility also applies a high strength surcharge to Commercial High customers to reflect the
capacity impacts higher strength wastewater places on the system. The Current surcharge for high
commercial customers is $371.54 per PE.

Summary of the CAP Fee Analysis

The CAP fee was updated to reflect the value of current plant assets (e.g., infrastructure). Table ES-
7 provides the updated CAP Fee per PE.
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Table ES-7
Proposed Base CAP Fees

Total
Component System Fee
Treatment $2,559
Collection Mains 672
Lift Stations 53
Compost 66
General Plant 0
Debt Service Credit (414)
TOTALS Per PE $2,936

Table ES-8 provides the proposed CAP fee by customer type based on the updated analysis. The
PE units have been updated based on data provided from the latest US Census bureau data for the
City of Coeur d’Alene. As a point of reference, the CAP fee calculation is based on the methodology
as provided in the recent and historical legal decisions. This resulted in a CAP fee of $2,936 per PE
which results in a CAP Fee of $6,665 for a for a single family customer.

10
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Table ES-8
Proposed Wastewater CAP Fee

PE Calculated
Customer Type Units CF
Residential
Single Family Dwelling 2.27 per unit $6,665
Multiple Family Dwelling (2 units) 2.27 per unit 6,665
Accessory Dwelling Unit 2.20 per unit 6,460
Commercial-Low
Bar or tavern 0.20 per seat $587
Coffee (or other beverage) Kiosk 0.77 per Kiosk 2,261
Factories 0.10 per 100 sq. ft. 294
Hospital 2.50 per bed 7,341
Institution (other than hospital) 1.25 perbed 3,670
Mobile Home 2.27 per unit 6,665
Mobile or Temporary Vendors 0.70 per vendor or 2,055
space
Multiple Family Dwelling (>2 units) 2.20 per unit 6,460
Office Space 0.10 per 100 sq. ft. 294
Retail Space 0.05 per 100 sq. ft. 147
Recreational Vehicle Park 2.08 per RV site 6,107
School (without meal preparation) 0.08 per student/staff 235
Warehouse 0.04 per 100 sq. ft. 117

Commercial-Medium
Hotel or motel (without kitchen 1.30 per unit $3,817
facilities in room)

Commercial-High*

Bakeries 0.20 per seat $814
Bowling Alley 1.00 perlane 4,070
Funeral homes 0.05 per 100 sq. ft. 203
Grocery markets with garbage 0.04 per 100 sq. ft. 163
disposals
Hotel or motel (with kitchen facilities in ~ 1.60 per unit 6,511
room)
Laundry, commercial 1.90 per washing 7,732
machine
Brewery 2.30 per Barrels of 9,360
production
capacity
Restaurants 0.20 per seat 814
School (with meal preparation) 0.13 per student/staff 528
Theaters (indoor and outdoor) 0.03 per seat 122

As noted earlier the Commercial high customers are subject to high strength surcharge. This charge
was also update during this analysis. The high strength surcharge has increased to $1,133.35 which
is reflected in the CAP Fee calculated in Table ES-8.

Summary

This completes the analysis for the City’s wastewater utility rate and fee study. It is recommended

that rates be adjusted by the proposed rate increases of 5.0% annually in 2023 through 2027. The

11
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CAP Fee has been updated based on existing capacity, total population equivalents, and
replacement cost of current plant assets. A full and complete discussion of the development of the
comprehensive rate study and the proposed rate adjustments can be found in following sections of

this report.

12
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I 1 Introduction

The City of Coeur d’Alene (City) retained HDR Engineering, Inc. (HDR) to perform a comprehensive
rate and fee study for its wastewater utility. A comprehensive rate and fee study determines the
adequacy of the existing wastewater rates and fees and provides the basis to maintain cost-based
rates and fees. This report describes the methodology, findings, and conclusions of the wastewater
rate and fee study process undertaken for the City.

This study determined whether existing rates are adequate to meet the utility’s O&M and capital
expenses with revenues received from customers. Rates set too low may result in insufficient funds
to maintain system integrity. The study provides a basis for making rate adjustments; as well as,
addressing the equity of the City’s current rates.

1.1 Overview of the Rate Study Process

This Comprehensive study consists of three interrelated analysis performed for the wastewater
utility. Figure 1-1 provides an overview of these analyses.

Figure 1-1

Overview of the Comprehensive Wastewater Rate Setting Process

Compares the revenues to the expenses
of the utility to determine the overall
revenue adjustment required

Revenue Requirement Analysis

Distributes the revenue requirement to the
various customer classes of service in a
“fair and equitable" manner

Cost of Service Analysis

Considers the results of the prior two tasks
to develop the structure of the rates collect
the target level of revenues

Rate Design Analysis

A revenue requirement analysis is concerned with the overall funding sources and expenses of the
utility. From this analysis, a determination can be made as to the overall level of adjustment to rates.
Next, a cost of service analysis is performed to proportionally distribute the revenue requirement to
the customer classes of service (e.g., residential, commercial). Finally, once an overall level of rate
adjustment is determined and a proportional distribution of those costs, the last step of the rate study
process is the design of rates to collect the appropriate level of revenues while considering the other
rate design goals and objectives of the utility (e.g., revenue stability, cost-based, continuity in
philosophy). As a part of this study, HDR developed each of these analyses to analyze the City's
current wastewater rates. At the same time HDR utilized generally accepted cost of service and rate
setting techniques, methodologies, and industry best practices in the development of the City’s
wastewater rate and fee study

13
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1.2

Report Organization

This report is organized as follows:

v

v

A N N

v

Section 1 provides background information about the utility rate setting process

Section 2 discusses the financial and rate setting policies established for the wastewater
utility.

Section 3 financial/rate setting policies

Section 4 reviews the revenue requirement analysis

Section 5 reviews the cost of service analysis

Section 6 reviews the rate design analysis

Section 7 reviews the update of the capitalization fees

A technical appendices is attached at the end of the report which provides the detailed analysis used
in preparation of this report.

1.3

Summary

This report will review the comprehensive wastewater rate and fee analysis prepared for the City.
This report has been developed utilizing generally accepted rate setting methodologies. The next
section of the report provides an overview of the basic theory and methodology used to establish
cost-based rates. This provides the methodological foundation for the development of the City’s
wastewater rates.

14
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I 2 Overview of the Rate Setting Process

This section provides background information about the rate setting process, including descriptions
of generally accepted principles, types of utilities, methods of determining the revenue requirement,
the cost of service approach, and rate design. This information is useful for gaining a better
understanding of the details presented in this report.

2.1 Generally Accepted Rate Setting Principle

As a practical matter, all utilities should consider setting rates around some generally accepted or
global principles and guidelines. Ultility rates and fees should be:

v' Cost-based, equitable, and set at a level that meets the utility’s full revenue requirement
v' Easy to understand and administer

v" Designed to conform with generally accepted rate setting techniques

v

Stable in their ability to provide adequate revenues for meeting the utility’s financial,
operating, and regulatory requirements

v'  Established at a level which is stable from year-to-year from a customer’s perspective

2.2  Types of Utilities

Utilities are general divided into two types:

v" Public utilities are usually owned by a city, county, or special district, and are theoretically
operated at zero profit. A public utility is locally owned since its customers are also its
owners.

Public utilities are capitalized, or financed, by issuing debt and soliciting funds from
customers through direct capital contributions or user rates. Public or municipal utilities are
typically exempt from state and federal income taxes. A publicly elected city council or board
of trustees usually regulates public utilities.

v' Private utilities are “for profit” enterprises and are owned by a private company and/or
stockholders. The shareholders are, in essence, the owners of the private utility. Therefore,
the owners of a private utility may not be customers or local citizens, but rather numerous
individuals or shareholders spread across the United States.

A private utility is capitalized by issuing stock to the general public. Private utilities are
taxable entities. Given their for-profit status, their rates and operations are generally
regulated by a state public utility commission or other regulatory body.

As a point of reference, the City’s wastewater ultility is a public utility, and the analysis has been
based on the methodology generally utilized by public utilities.

15
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2.3 Determining the Revenue Requirement

Because public and private utilities have very different administrative and financial characteristics,
their methods differ for determining revenue requirements and setting rates.

2.3.1 Public Utilities

Public utilities generally use the “cash basis” approach for establishing their revenue requirement
and setting rates. This approach conforms to most public utility budgetary requirements and the
calculation is easy to understand. A public utility:

v" Totals its cash expenditures for a period of time to determine required revenues.

v" Adds operation and maintenance (O&M) expenses to any applicable taxes or transfer
payments to determine total operating expenses. Operation and maintenance expenses
include the materials, electricity, labor, supplies, etc. needed to keep the utility functioning.

v' Calculates capital costs by adding debt service payments (principal and interest) to capital
improvements financed with rate revenues. In lieu of including capital improvements
financed with rate revenues, a utility sometimes includes depreciation expense to stabilize
annual revenue requirement.

Under the cash basis approach, the sum of the capital and operating expenses equals the utility’s
revenue requirement during any period of time (see Table 2-1).

Note that the two portions of the capital expense component, debt service and capital improvements
financed from rates, are necessary under the cash basis approach because utilities generally cannot
finance all their capital facilities with long-term debt. An exception occurs if a public utility provides
service to a wholesale or contract customer. In this situation, a public utility could use the “utility
basis” approach (see below) to earn a fair return on its investment.

Table 2-1

Cash versus Utility Basis Comparison

Cash Basis Utility Basis (Accrual)
+ O&M Expense + O&M Expense
+  Taxes or Transfer Payments + Taxes or Transfer Payments
+  Capital Improvements Financed with Rate + Depreciation Expense
+  Debt service (Principal + Interest) + Return on Investment
= Total Revenue Requirement = Total Revenue Requirement

2.3.2 Private Utilities

Most private utilities use a “utility basis” or accrual approach for establishing revenue requirement
and setting rates (see Table 2-1). A private utility typically:
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v' Totals its O&M expenses, taxes, and depreciation expense for a period of time. Depreciation
expense is a means of recouping the cost of capital facilities over their useful lives and
generating internal cash.

v' Adds a fair return on investment.

Private utilities must pay state and federal income taxes along with any applicable property,
franchise, sales, or other form of revenue taxes. The return portion of this type of revenue
requirement pays for the private utility’s interest expense on indebtedness, provides funds for a
return to the utility’s shareholders in the form of dividends, and leaves a balance for retained
earnings and cash flow purposes.

2.4  Analyzing Cost of Service

After the total revenue requirement is determined, it is distributed to the users of the service. The
distribution, usually analyzed through a cost of service study, reflects the cost relationships for
producing and delivering services. A cost of service study requires three steps:

1. Costs are functionalized or grouped into the various cost categories related to providing
service (pumping, treatment, collection, etc.). This step is often largely accomplished by the
utility’s chart of accounts within its accounting system.

2. The functionalized costs are then allocated to specific cost components. Allocation refers to
the arrangement of the functionalized data into cost components. For example, a
wastewater utility’s costs are typically classified as volume, strength, or customer-related.

3. Once the costs are allocated into components, they are distributed to the customer classes
of service (residential, commercial). The distribution is based on each customer class’s
relative, or proportional, contribution to the cost component. For example, customer-related
costs are distributed to each class of service based on the total number of customers in that
class of service. Once costs are distributed, the required revenues for achieving cost-based
rates can be determined.

2.5 Designing Rates

Rates that meet the utility’s objectives are designed based on both the revenue requirement and the
cost of service analysis. This results in rates which are cost-based; however, rate design may also
consider factors such as revenue stability, affordability, continuity of past rate philosophy, economic
development, ease of administration, and customer understanding.

2.6 Economic Theory and Rate Setting

One of the major justifications for a comprehensive rate study is founded in economic theory.
Economic theory suggests that the price of a commodity must roughly equal its cost if equity among
customers is to be maintained. This statement’s implications on utility rate designs are significant.
For example, a wastewater utility usually incurs strength-related costs when treating high-strength
wastewater. It follows that the customers who have higher strength wastewater flows and create
additional treatment costs should pay for those strength-related facilities in proportion to their
contribution to total plant loadings. When costing and pricing techniques are refined, consumers
have a more accurate picture of what the commaodity costs to produce and deliver. This price-
equals-cost concept provides much of the basis for the subsequent analysis and comments.
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2.7 Summary

This section of the report has provided a brief introduction to the general principles, techniques, and
economic theory used to set utility rates. These principles and techniques will become the basis for
the City’s analysis. The next section will review the development of the financial and rate setting
policies established for this study.

18
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I 3 Financial/Rate Setting Policies

A key aspect of developing the comprehensive rate and fee study is the use of generally accepted
policies to maintain a prudently funded utility. As part of the development of the City’s wastewater
analyses several key financial policies were included. These financial policies followed best
management practices and guidelines as established by the Government Finance Officers
Association (GFOA) and were developed as part of the previous City’s rate studies.

3.1 Basis for Establishing Financial Policies to Aid in
Setting Rates

The use of generally accepted financial policies provides the foundation and guidelines around
which rates are established. They, in essence, establish the “ground rules” by which the analysis is
developed. The outside financial community (rating agencies) views the use of financial policies as
a strong indicator of the City’s dedication and commitment to managing the wastewater utility in a
financially prudent and sound manner.

3.2 Key Financial/Rate Setting Policies

Provided below is a summary of the key financial and rate setting policies that were taken into
consideration during the development of the City’'s wastewater rate and fee study.

3.2.1 Reserve Funds

The City shall strive to maintain adequate fund balances (reserves) in order to provide sufficient
cash flows to meet operating and capital expenses.

Maintaining adequate reserve levels will allow the City to manage the various financial fluctuations.
Furthermore, these reserve funds are to provide working capital for normal and ordinary operations,
while also providing the ability to address economic downturns and system emergencies. As a part
of the policy statement, specific policies regarding the following reserve funds were established.

v" Operating Cash (a minimum funding of 60 days of O&M)

v' Equipment Replacement Reserve (minimum annual replacement value)
v/ Capitalization Reserve (no minimum)
v

Bond Reserve (annual debt service payment)

3.2.2  Establishing Rates and Fees

The City’s wastewater rates, and capital fees should be reviewed annually to provide greater
assurance of sufficient operating revenues, maintain sufficient reserves, and provide an opportunity
for the City to implement a planned and smooth transition for any needed rate adjustments.
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This policy does not imply that rates must be adjusted each year, simply that the rates are reviewed
in the context of these policies to assure that they are adequately funding the utility. This policy
provides a detailed discussion of the analytical approach or methodology that should be used in
reviewing the City’s wastewater rates and fees. This includes the development of the following
analyses:

1. Revenue Requirement Analysis
2. Cost of Service Analysis
3. Rate Design Analysis

In addition, the section of the financial policies addresses the establishment of Capitalization Fees
(CAP Fees). CAP Fees are related to the cost of the existing capacity to serve new customers.
CAP Fees should be established such that they reflect the City’s policy or philosophy as it relates to
the sharing of growth-related costs between existing customers and new customers connecting to
the system.

3.2.3  Debt Issuance and Debt Management

The issuance of long-term debt is a valuable funding resource for the utility. Used appropriately and
prudently, long-term debt can help minimize the utility’s rates over time. The City shall minimize
dependency on debt financing capital projects. Annual renewal and replacement capital projects
should be adequately funded from rates. Long-term debt should be considered for unusually large
capital improvement projects or greater than normal capital plans.

As noted, the prudent use of long-term debt to finance capital projects can be an effective tool to
help the City minimize rates over time. This actually begins by providing a clear policy related to the
funding of renewal and replacement projects. Adequately funding these “on-going” capital projects
through rates will help minimize long-term borrowing over time. When long-term debt is used, it will
likely be for significant non-recurring or unplanned events. The City will attempt to use the lowest
cost available debt which does not impose any burdensome covenants or reporting requirements.
When debt is issued, the City will, for financial planning purposes, target a 1.50 debt service
coverage ratio when legally required. In total, including all debt even those without debt service
coverage requirements, the City will target a 1.30 debt service coverage ratio.

3.3 Summary

The previous policies were used as guidelines for the development of the City’s wastewater rate and
fee study. As the City continues to update the wastewater rate and fee studies these policies should
be reviewed to determine if they are still relevant and appropriate. The next section will detail the
development of the utility revenue requirement analysis.
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I 4 Development of the Revenue Requirement

This section of the report describes the development of the wastewater revenue requirement
analysis for the City’s wastewater rate study. The revenue requirement analysis is the first analytical
step in the comprehensive process. This analysis determines the adequacy (level) of the City’'s
overall wastewater rates. From this analysis, a determination can be made as to the overall level of
wastewater rate (revenue) adjustment needed to provide adequate and prudent funding for both
operating and capital needs. One of the main objectives of a wastewater rate study is to develop
cost-based and equitable rates while minimizing the impacts to the utility’s customers.

In developing the wastewater revenue requirement, it was assumed the utility must financially “stand
on its own” and be properly funded. As a result, the revenue requirement analysis as developed
herein assumes the full and proper funding needed to operate and maintain the system on a
financially sound and prudent basis over a long-term period. This results in stable rate levels from
both the City’'s and customers perspective and minimizes large rate swings over time.

Provided below is a detailed discussion of the development of the revenue requirement analysis for
the City’s wastewater ultility.

4.1 Establishing a Time Frame and Approach

The first step in calculating the revenue requirement was to establish a time frame for the revenue
requirement analysis. For this study, the revenue requirement was developed for a ten-year
projected time period (FY 2023 — FY 2032). For purposes of the study, the focus for the analysis
was on a five-year time period of FY 2023 through FY 2027, or the next five-year rate setting period.
However, it is important to review this extended time period as significant capital improvements are
necessary to meet regulatory requirements. By anticipating future financial requirements, the City
can begin planning for these changes sooner, thereby minimizing short-term rate impacts and
overall long-term rates.

The second step in determining the revenue requirement for the City was to decide on the basis of
accumulating costs. As noted, for the City’s revenue requirement a cash basis approach was
utilized. As was discussed in Section 2, the cash basis approach is the most common methodology
used by municipal utilities to set their revenue requirement. Section 2 of this report also provided a
simple overview of the cash basis methodology. The actual revenue requirement developed for the
City was customized to follow the City’s system of accounts (budget documents). However, even
with these madifications, the City’s revenue requirement still contains the four basic cost
components of a cash basis methodology. Table 4-1 provides a summary of the specific
components within the cash basis approach used to develop the City’s revenue requirement.
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Table 4-1

Overview of the Wastewater Utility Cash Basis Revenue Requirement

+ Wastewater Operation and Maintenance Expenses
v" Personnel expenses

Administration expenses

Treatment expenses

Collection expenses

Sludge Management expenses
v Reporting expenses

+ Net Capital Projects Funded from Rates[1]

v
v
v
v

+ Debt Service (P + 1) — Existing and Future

= Total Wastewater Revenue Requirement
— Miscellaneous Revenues
= Net Revenue Requirement (Balance Required from Rates)

[1] Net Capital Projects Funded from Rates
+ Total Wastewater Capital Improvement Projects
Funding Sources Other than Rates

v" Capitalization Fees

v" Capital Reserves

— v Long term debt issues

= Net Capital Improve. Funded From Rates

Given a time period around which to develop the revenue requirement and a method to accumulate
the appropriate costs; the focus shifts to the development and projection of the revenues and
expenses of the wastewater utility.

The primary financial inputs in this process were the City’s historical billing records, current adopted
operating budget, and current capital improvement plan. Presented below is a detailed discussion of
the steps and key assumptions in the development of the City's wastewater projected revenues and
expenses.

4.2 Projection of Revenues

The starting point of the analysis is the projection of revenues received by the City for providing
wastewater services. These revenue sources include rate revenues, or revenues received from
customers, as well as miscellaneous revenues received as part of operating a wastewater utility.
Provided below is a summary of the revenues received by the City’s wastewater utility. It should be
noted that this section does not include a discussion on revenues received to fund capital
improvements. These funding sources are discussed in the capital funding section of this report as
they are a direct funding source for capital improvements.

4.2.1 Projecting Wastewater Rate Revenues

The first step in developing the revenue requirement was to develop a projection of rate revenues, at
present rate levels. In general, this process involved developing projected billing units for each
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customer group. The billing units for each customer group were then multiplied by the applicable
current rates. This method of independently calculating rate revenues provides the relationship
between the projected rate revenues used within the analysis tied to the projected billing units (i.e.,
customers and usage). The projected billing units by class of service were based on historical billing
records.

Currently, the City has two primary classes of service: residential and commercial customers. The
majority of the City’s rate revenues are derived from residential customers. In total, at present rates,
the City is projected to receive approximately $14.2 million in rate revenue in FY 2023. Over the
planning horizon of this study, customer growth is assumed to increase 1.0% annually while actual
wastewater volume was assumed to grow at 0.3% annually. With the customer growth and volume
growth rate revenue at the 2022 rates is expected to be $14.6 million in 2027 and $15.2 in 2032.

4.2.2  Projecting Miscellaneous Revenues

In addition to rate revenues, the City also receives a variety of miscellaneous revenues which
includes interest on investments, compost sales, and other revenues. The utility is projected to
receive approximately $85,500 in miscellaneous revenues in FY 2023. The annual level of
miscellaneous revenues fluctuates depending on the amount of interest earnings on existing fund
balances.

On a combined basis, taking into account the rate revenues along with miscellaneous revenues, the
City’s total projected revenues are expected to be approximately $14.3 million in FY 2023,
increasing slightly to $15.4 million in FY 2032 before the projected additional revenue (rate)
adjustments.

4.3 Projecting Operation and Maintenance Expenses

Operation and maintenance (O&M) expenses are incurred by the City to operate and maintain
existing plant in service. In general, operation and maintenance expenses are grouped into several
different functional categories (see Table 4-1). HDR reviewed the City’'s FY 2023 budget and
determined it contained sufficient detail to develop the revenue requirement analysis. Therefore, in
developing this analysis, HDR maintained the overall functional nature of the City’s system of
accounts (i.e., treatment, collection, personnel, etc.).

In discussions with City staff a few O&M increases outside of normal inflation were expected. One
full time equivalent (FTE) was added to both administrative and treatment personnel in FY 2023 and
2 FTEs were added to collection in FY 2029. The City’s capital plan includes Ultraviolet (UV)
disinfection upgrades which are expected to increase the wastewater department’s electric
consumption when they are in service. This increase is estimated to be approximately $400,000
when the upgrades are operational.

Based on the FY 2023 budgeted expenses, escalation factors were developed for the basic types of
expenses the City incurs. The escalation factors used in the analysis were salaries and wages,
office and operating supplies, professional services, machinery, and equipment, purchased power,
other utilities, repairs and maintenance, and miscellaneous. The escalation factors developed for
the projection of the City’'s O&M expenses were in the range of two to six percent per year,
depending on the type of cost and recent inflationary trends. Provided in Table 4-2 is a summary of
the escalation factors create with the study.
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Table 4-2
Summary of the Escalation Factors

Type of Expense Escalation Rate
Salaries and Wages 3.0%
Personnel Benefits 3.0%
Interfund Charges 3.0%
Office and Operating Supplies 3.0%
Professional Services 5.0%
Machinery and Equipment 6.0%
Operational Rentals and Leases 5.0%
Purchased Power 5.0%
Other Utilities 5.0%
Repairs and Maintenance 6.0%
Cost Share Reimbursements 3.0%
Miscellaneous 2.0%

HDR escalated the O&M expenses based on the escalation factors shown in Table 4-2. Total O&M
expenses for the City are projected to be approximately $7.6 million in FY 2023, increasing by an
average annual rate of 4.3% to approximately $11 million by FY 2032 primarily as a result of
assumed inflation as well as the estimated increased operation costs from the expansion of the
wastewater facility.

4.4 Projecting Capital Project Funding

The capital plan used in this rate study includes much higher capital costs that was assumed in the
2018 study. Total wastewater capital projects for the period of FY 2023 to FY 2032 amount to $82.7
million. The City’'s capital projects can be summarized by function, such as treatment, collection,
compost, and general plant. This method for grouping capital projects is helpful for allocation
purposes and categorizing what types of projects the City is funding on an annual basis. A summary
of the wastewater capital improvement projects by functional component is provided in Table 4-3. A
more detailed summary of the capital projects is provided in the Technical Appendix.
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The City’s capital improvement plan can be grouped in a different way that reflects how the impact of
the capital projects have on the system. These groupings include:

e Renewal and replacements $40.5 million
e Expansion or capacity related 18.7 million
e System upgrades 16.8 million
e Facility improvements 3.9 million
e Planning and studies 2.3 million
e Equipment 0.5 million

Total $82.7 million

Grouping capital projects in the above categories is helpful when considering how those projects will
be funded. The totals by project type are approximate, as some projects could be considered a
combination of expansion and renewal and replacement in nature.

For this study, Renewal and replacement projects are funded by reserves and rate funded capital. A
common industry standard for rate funded capital is, at a minimum, should be equal to or greater
than annual depreciation expense from rates every year. Annual depreciation expense reflects the
current investment in plant being depreciated or “losing” its useful life. Therefore, this portion of
infrastructure needs to be replaced to maintain the existing level of infrastructure. However, annual
depreciation expense reflects an investment in infrastructure an average of 15 years ago, assuming
a 30-year depreciable (useful) life. Simply funding an amount equal to annual depreciation expense
is not a sufficient level of funding to replace the existing or depreciated facility. For this analysis sets
rate funded capital was set at $4.6 million in 2023 and increases to $7.2 million in 2032. The
increase in rate funded capital in progressive years enables the City to be better prepared to fund
aging infrastructure when it is beyond its useful life.

Expansion projects are projects that increase the system’s ability to serve more customers. The
majority of the cost of expansion projects are assumed to be funded with CAP Fee funds. CAP fee
funds are funds collected from new customers as a buy-in to the existing system.

The remaining projects are funded by reserves and a low interest loan assumed in 2028. The low
interest loan is beyond the five-year rate setting period and the City should reassess the needs for
this loan approximately one year in advance of 2028 to determine if the loan is actually necessary.

The funding plan in this study was arranged to minimize rates to the greatest extent possible
assuming long-term debt, which in part, will be funded through new customer growth (CAP Fees)
and rates.

4.5 Projection of Annual Debt Service

The final component of the City’s revenue requirement is annual debt service. At the present time,
the City has three outstanding debt obligations, the 2013 refunding loan, and a 2021 bond with an A
and B series.
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Debt service on the City’s existing debt is $3.5 million per year. Given the capital improvement plan
discussed above, it is projected that the City will need to issue additional debt over the projected
time frame. From the capital plan noted above, the assumed additional long-term borrowing needed
will be in 2028. The annual debt service payments would begin in 2028 and be approximately
$462,000 per year increasing the total debt service to $4 million per year. An important aspect of
issuing debt is being able to afford annual payments. Debt service coverage (DSC) is a common
way of determining if an institution can afford their debt load. Generally, a debt service coverage
ratio of greater than 1.25 is assumed to be a good signal that the institution can repay their debt.
Assuming 5% rate adjustments over the five-year rate setting period, the City is projected to have a
debt service coverage ratio greater than 2.0.

4.6 Summary of the Revenue Requirement Analysis

Given the above projections of revenues and expenses, a summary of the revenue requirement for
the City’s wastewater utility can be developed. In developing the final revenue requirement,
consideration was given to the financial planning considerations of the City. In particular, emphasis
was placed on attempting to minimize rates, yet still have adequate funds to support the operational
activities and capital projects throughout the projected time period as well as meeting the target
DSC. Presented in Table 4-4 is a summary of the wastewater revenue requirement. A detailed
analysis of the revenue requirement can be found in the Technical Appendices.
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It is important to note the annual deficiencies (line noted as “Bal/(Defic.) of Funds”) in Table 4-4 are
cumulative. That is, any adjustment in the initial years will reduce the cumulative deficiency in the
following years. The results of the revenue requirement analysis indicate a deficiency of funds over
the planning period. The deficiency ranges from approximately $873,000 in FY 2023 to $6.4 million
by FY 2032. These results indicate that the City’s wastewater rates will need to increase by
approximately 42% over the next ten years, and 20.5% for the five-year rate setting period.

The City’s fiscal year is from October 1 to September 30, and they have historically set new rates as
of April 18%. Given the mid fiscal year rate adjustment implementation the analysis assumes revenue
collected by a 5% rate adjustment will have roughly half that impact on revenue collections for the
year implemented. The calculation of the proposed rate adjustments is based on the annual balance
or deficiency of funds. The annual balance or deficiency of funds is divided by the current rate
revenues and multiplied by approximately 50% to determine the percentage rate adjustment
necessary to fund annual operating and capital expenses. The proposed rate adjustments were set
to be an evenly distributed rate adjustment over the next five-years. The rate deficiencies in 2023 is
funded from reserves but it is projected to be made up in the remaining rate setting period.

4.7 Projection of Debt Service Coverage Ratios

Generally speaking, long-term debt includes rate covenants requiring rates to be set at an adequate
level to assure meeting a specified minimum debt service coverage ratio (DSC). This rate covenant
is a financial measure of the utility’s ability to repay the debt. Even absent a required minimum DSC
ratio it is important for the City to ensure that current revenues are sufficient to properly fund current,
and future, annual debt service payments. In general, rates must be established at a level such that
revenues less operating expenses will be 1.25 times greater than the maximum annual debt service
payment on the outstanding debt. Given a minimum DSC, it is often prudent to plan or set rates at a
level which exceeds this minimum. Based on the financial policies the DSC, for all outstanding debt,
is set at 1.35. This helps to assure meeting the minimum DSC, and at the same time, provides a
slight cushion for unexpected changes. This should also strengthen the City’s ability to issue long-
term debt in the future, if necessary, since rating agencies would review the City’s past financial
performance/results, along with their future ability to repay long-term debt.

Absent the proposed rate adjustments, the City debt service coverage ratio is projected decline over
the 10 years of the analysis below required minimum levels. This is due to the increases in O&M
and the issuance of debt in 2028. After the proposed rate adjustments, the City will be able to be
well above the target DSC for the time period reviewed.

4.8 Projection of Ending Reserve Fund Levels

Reserves are a critical aspect of a utility’s financial standing. Maintaining prudent ending reserve
balances provide several benefits to a utility. First, it provides a safety net to fund unforeseen
increases in annual O&M costs. Second, when issuing long-term debt, the financial market requires
sufficient reserves prior to issuing additional debt. Finally, and specific to the City’s analysis, given
the uncertainty of available long-term funding for future improvements, it is critical that the City be
able to cash finance portions of the project if long-term debt is not available. Based on the
assumptions of the analysis, the projected financial plan has maintained reserve levels that exceed
the minimum reserve levels. The following chart shows the cumulative ending fund balance.
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The chart shows a significant decline in fund balance in the 2023 through 2026 period. This decline
is caused by the use of reserves for capital projects. Notably beyond 2026 the reliance on fund
balance to fund capital stops and fund balances recover through 2032.

4.9 Consultant's Recommendations

Based on the revenue requirement analysis developed, HDR recommends the City increase the
overall revenue levels of the wastewater utility based on the proposed rate adjustments shown in
Table 4-4 during the next five-year period. The first proposed rate adjustment would be in FY 2023.
Subsequent years of adjustments, through FY 2027 are proposed, to fund capital costs and
increasing O&M costs. Table 4-5 shows the proposed rate transition plan for the next five-year
period. The proposed rate adjustments would allow the City to fund projected O&M and capital
needs over the next five-year period for the wastewater utility.

Table 4-5
Summary of the Proposed Annual Adjustments

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
5.0% 5.0% 5.0% 5.0% 5.0%

4,10 Summary

This section of the report has provided a review of the City’s wastewater revenue requirement
analysis. The revenue requirement developed a financial plan to support the City’s operating and
capital infrastructure requirements for the wastewater utility. The next section will discuss the cost of
service analysis, or the proportional distribution of costs, to the various customer’s served by the

City.
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I 5 Development of the Cost of Service

In the previous section, the revenue requirement analysis focused on the total sources and
application of funds required to adequately fund the City’s wastewater utility operating and capital
needs. This section of the report will discuss the development of the cost of service analysis. A cost
of service analysis is concerned with the proportional distribution of the total revenue requirement
between the various customer classes of service (e.g., residential, commercial). The previously
developed revenue requirement was allocated and distributed in the cost of service analysis for this
study.

In recent years, increasing emphasis has been placed on cost of service studies by government
agencies, customers, utility regulatory commissions, and other parties. This interest has been
generated in part by continued inflationary trends, increased operating and capital expenditures, and
concerns of equity in rates among customers. Following the generally-accepted guidelines and
principles of a cost of service analysis will inherently lead to rates which are equitable, cost-based,
and not viewed as arbitrary or capricious in nature.

5.1 Objectives of a Cost of Service Study

There are two primary objectives in conducting a wastewater cost of service study:
v Distribute the revenue requirement among the customer classes of service
v Derive average unit costs for subsequent rate designs

The objectives of the wastewater cost of service analysis are different from determining revenue
requirement. As noted in the previous section, a revenue requirement analysis determines the
utility’s overall financial needs, while the cost of service study determines the fair and equitable
manner to collect the revenue requirement.

The cost of service analysis results in unit costs which can be used to design wastewater rates are
designed which reflect the costs incurred by the customers. For example, a wastewater utility incurs
costs related to flow, strength, and customer-cost components. Each of these types of costs may be
collected in a slightly different manner as to allow for the development of rates that collect costs in
the same manner as they are incurred.

5.2 Determining the Customer Class of Service

The first step in a cost of service study is to determine the customer classes of service. The goal of
determining customer classes is to group customers with similar usage characteristics together. The
City has two types of customers, residential and commercial. Within those main types of customers
there are sub-groups that have slightly different rates. these groups and sub-groups are:

Residential
e Residential
e Residential — Low use

¢ Residential — Vacation
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e Residential — Fernan
Commercial
e Commercial Low strength (includes multifamily >2 units)
e Commercial medium strength
e Commercial high strength
e Commercial - Fernan

The differences between the four residential customer rates are a function of the assumed volume.
While the regular residential rate consists of the typical household including duplexes, the low use

rate is for customer who use no more than 2,500 gallons per winter month which is roughly half of

the regular residential customers estimated usage, while the vacation rate assumes no usage.

Commercial user rates are different based on the level of wastewater strength. Commercial low is
assumed to be like residential wastewater strength. Commercial medium has higher wastewater
strength than residential and commercial high has higher strength wastewater than medium.

Both residential and commercial customer types have rates for customers who reside in City of
Fernan Lake Village (Fernan). Rates for Fernan customers is a result of an agreement between
Fernan and The City adopted in 1977. At this time, the agreement on the approach to establishing
rates has been reviewed by the City and it was determined that the rate for the Fernan residential
customers would be transitioned to the proposed City residential rate.

For cost of service purposes the customer classes of service will be the main customer groups of
residential and commercial. However, the unit costs developed as part of the study were used to
establish the proposed rates for residential low use customers, which are defined as those
customers using less than 2,500 gallons per month.

5.3 General Cost of Service Procedures

A cost of service study utilizes a three-step approach to review costs. These were previously
discussed in our generic discussion in Section 2, and take the form of functionalization, allocation,
and distribution. Provided below is a detailed discussion of the wastewater cost of service study
conducted for the City, and the specific steps taken within the analysis.

5.3.1 Functionalization of Costs

The first analytical step in the cost of service process is called functionalization. Functionalization is
the arrangement of expenses and asset (infrastructure) data by major operating functions within
each utility. For example, a wastewater utility generally incurs costs for pumping, treatment,
collection, etc. Within this study, the functionalization of the cost data was largely accomplished
through the City’s system of accounts and asset data.

5.3.2 Allocation of Costs

The second analytical task performed in a cost of service analysis is the allocation process.
Allocation determines why the expenses were incurred or what type of need is being met. The City’s
plant accounts, and revenue requirement were reviewed and allocated using the following cost
classifiers:
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v

5.3.3

Volume Related Costs: Volume related costs are those
costs which tend to vary with the total quantity of
wastewater collected and treated. A majority of collection
system costs and a portion of treatment costs are included
in this component. An example of a volume-related cost is
electricity used for pumping or treating wastewater.

Strength Related Costs: Strength related costs are those
costs associated with the additional handling and treatment
of high “strength” wastewater. Strength of wastewater is
typically measured in biochemical oxygen demand (BOD),
total suspended solids (SS), Ammonia (A), and phosphorus
(P). Increased strength levels generally equate to
increased treatment costs. Pre-treatment is generally
required if the discharge is known to regularly exceed the
typical waste strength.

Customer Related Costs: Customer related costs vary
with the addition or deletion of a customer. Customer
related costs typically include the costs of billing, collecting,
and accounting. Customer related costs may also be
further categorized as actual or weighted.

Direct Assignments: Certain costs associated with
operating the utility may be directly traced to a specific
customer or class of service. These costs are then “directly
assigned” to that specific class of service.

Development of Distribution Factors

Once the allocation process is complete, the allocated costs are
distributed to each customer class of service. For the City’s
study, allocated costs were distributed to the various customer
groups using the following distribution factors.

v

Volume Distribution Factor: Volume related costs are
generally distributed on the basis of contribution to
wastewater flows. In order to develop this distribution
factor, some knowledge of the contribution to flows must be
determined. Wastewater flows were estimated based on
the winter water usage, from metered water sales, plus
assumed |&I for each class of service for the projected test
period.

Strength Distribution Factor: Strength related costs are
allocated between biochemical oxygen demand (BOD),
suspended solids (SS), ammonia (A), and phosphorus (P).
These types of costs are allocated to the various classes of
service based upon the relative estimated strengths that
each class of service contributed to the overall flow at the
plant. The City’s strength characteristics by class of service
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Terminology of a
Wastewater Cost of Service
Analysis

FUNCTIONALIZATION — The
arrangement of the cost data by
functional category (e.g.,
treatment, collection etc.).

ALLOCATION — The assignment of
functionalized costs to cost
components (e.g., volume,
strength, and customer related).

DISTRIBUTION — Distributing the
allocated costs to each class of
service based upon each class’s
proportional contribution to that
specific cost component.

VoLUME CosTs — Costs that are
allocated as volume related vary
with the total flow of wastewater
(e.g., chemical use at a treatment
plant).

STRENGTH COSTS — Costs
allocated as strength related refer
to the wastewater treatment
function. Different types of
customers may have high
wastewater strength
characteristics and high strength
wastewater costs more to treat.
Facilities are often designed and
sized around meeting these
costs.

CUSTOMER CosTs — Costs
allocated as customer related
vary with the number of
customers on the system (e.g.,
billing costs).

DIRECT ASSIGNMENT — Costs that
can be clearly identified as
belonging to a specific customer
group or group of customers.

CUSTOMER CLASSES OF SERVICE
— The grouping of customers into
similar groups based upon usage
characteristics and/or facility
requirements.
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were estimated within this study based on estimated industry standard values and the strength
of wastewater received at the treatment plant.

v' Customer Distribution Factor: Customer costs within the cost of service study are distributed
to the various customer classes of service based on their respective customer counts. The
number of customers, by customer class of service, was developed within the revenue
requirement study. Two types of customer distribution factors were developed, actual and
customer service and accounting. Actual customer costs do not vary by the volume or strength
characteristics of the class of service and are based on the actual number of customers for each
class of service. Customer service and accounting was developed based on the number of living
units associated with each account. For this study, the customer service and accounting were
not used in distributing costs to the customer classes of service.

Given the development of the distribution factors, the final step in the cost of service study is to
distribute the allocated costs to the identified customer classes of service.

54 Functionalization and Allocation of Plant in Service

In performing the functionalization of plant in service (infrastructure), HDR utilized the City’s
historical plant records. Once the plant assets were functionalized, the analysis shifted to the
allocation of the asset. The allocation process included reviewing each group of assets and
determining which cost component the assets were related to. For example, the City’s assets were
allocated to the following cost components: volume related, strength related, customer related,
revenue related, or directly assigned to a specific customer class or classes of service. Provided
below is a brief discussion of the classification process used.

After a detailed review of the City’s asset records, the functionalized plant (infrastructure) was
allocated based on generally accepted cost allocation methods and an understanding of the City’s
operations and facility requirements. Lift stations are sized to meet total wastewater flows and
therefore are considered 100% volume based. The collection plant, or sewer mains, are sized to
meet total flows. However, there is also a customer component considered for collection mains.
This assumes that the investment in collection lines is a function of both flow of wastewater and the
number of customers served. Therefore, collection mains were allocated as 90% volume and 10%
actual customer related. In reviewing the design for the treatment plant, it was allocated as 30% to
volume-related, 2% biochemical oxygen demand (BOD)-related, 21% suspended solids (SS)-
related, 18% ammonia (A)-related, and 29% phosphorus (P)-related. The compost was allocated
12% volume related, 4% biochemical oxygen demand (BOD) related, 61% suspended solids (SS)
related, 4% Ammonia (A) related, and 19% phosphorus (P) related. A more detailed exhibit of the
City’s functionalization and classification of wastewater plant investment can be found in the
Technical Appendix. Provided in Table 5-1 is a summary of the allocation of the wastewater plant in
service
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Table 5-1

Summary of the Allocation of Wastewater Plant in Service

BOD SS A P
Volume Strength Strength Strength Strength  Customer

Category Related Related Related Related Related Related

Treatment 30% 2% 21% 18% 29% 0%
Compost 12% 4% 61% 4% 19% 0%
Lift Stations 100% 0% 0% 0% 0% 0%
Sewer Lines 90% 0% 0% 0% 0% 10%

5.5 Functionalization and Allocation of Operating
Expenses

Operating expenses are generally functionalized and allocated in a manner like the corresponding
plant account. For example, maintenance of collection lines is typically allocated in the same
manner (allocation percentages) as the plant account for collection lines. This approach to
allocation of operating expenses was used for this analysis.

For the City’s study, the revenue requirement for FY 2023 were functionalized, allocated, and
distributed. As noted earlier, the City utilized a cash basis revenue requirement, which was
comprised of operation and maintenance expenses, debt service, and capital additions funded from
rates. A more detailed review of the Allocation of revenue requirement can be found in the
Technical Appendix, Exhibit 10.

5.6 Major Assumptions of the Cost of Service Study

A number of key assumptions were used within the City’s wastewater cost of service study. Below is
a brief discussion of the major assumptions used.

v" The test period used for the cost of service analysis was FY 2023. The revenue and
expense data was previously developed within the revenue requirement analysis.

v' A cash basis approach was utilized which conforms to generally accepted wastewater cost of
service approaches and methodologies. Under the cash basis approach, the revenue
requirements previously developed are allocated to each customer class of service.

v' The allocation of plant in service was developed based on generally accepted cost allocation
techniques. Furthermore, the allocation process was developed using the City specific data,
and knowledge of the City’s operations.

v' Customer volumes used within this study for purposes of developing the distribution factors
were estimated for each class of service based on historical winter water usage information
provided by the City.

5.7  Summary Results of the Cost of Service Analysis

In summary form, the cost of service analysis began by functionalizing the City’s infrastructure
records and operating expenses. The functionalized infrastructure and operating expenses were
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then allocated to their various cost components based on industry standard methodologies. The
individual allocation totals were then distributed to the various customer classes of service based on
the corresponding distribution factor. The distributed expenses for each customer group were then
aggregated to determine each customer group’s overall revenue responsibility. A summary of the
detailed cost responsibility developed for each class of service is shown below in Table 5-2.

Table 5-2
Summary of the Cost of Service Analysis ($000s)
Customer Present Rate $ %
Class of Service Revenues Allocated Costs Difference Difference
Residential $8,719 $8,942 ($223) 5.5%
Commercial 5,500 5,605 (105) 4.2%
Total $14,219 $14,547 ($328) 5.0%

The allocation of costs reflects the benefits received from infrastructure in place to provide service
and the resulting operating expenses for each customer class of service. The difference between
the rate revenues and distributed costs for each class of service represents the variance from
current rate levels to reflect this cost of service analysis. It is important to remember that a cost of
service analysis is not an exact calculation. Rather it reflects the current relationships between
current customer rate revenues and current costs. Given this, if a customer class is within +/- 5% of
the system total, they are generally considered to be reasonable. For this study, both customer
classes only vary slightly from the overall system revenue adjustment of 5%. Cost of service
relationships can change over time given changes in the way costs may be incurred, along with
changes in customer and system characteristics.

The revenue requirement determined the overall revenue adjustment necessary to fund operating
and capital expenses. The cost of service results provide an indication of how the overall revenue
adjustment should be collected. In this case, given the results of the cost of service analysis, no
cost of service adjustments are proposed given a reasonable difference between the allocations of
the customer classes of service. In this way, the City will continue its practice of charging cost-
based rates.

In reviewing the above results, it should also be understood that a cost of service analysis is based
on one year’s data and customer information, and customer characteristics may change over time.
Therefore, it is appropriate to determine whether these findings are consistent over time, and when
more firmly ascertained, make further cost of service adjustments at that time.

The other result of a cost of service analysis is the development of unit costs. Unit costs are based
on the allocation of costs between the various cost of service characteristics divided by the
appropriate volume or pounds by component. These unit costs can be helpful when developing
equitable rate designs for wastewater customers. Provided in Table 5-3 is a summary of the unit
costs.
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Table 5-3

Summary of the Unit Costs

Biochemical
Oxygen Demand Suspe_nded Ammonia Phosphorus
(BOD) Solids A) P)
Flow (SS)
$3.93 / kgal $0.0493/1b $0.5254 / 1b $3.1200/1b $27.0940/1b

These unit costs were developed based on the allocation of costs for each component, flow, BOD,
SS, A, and P, divided by the estimated total system flow and total pounds based on the annual flow
and wastewater strength. One of the key uses of this data is to determine the rate differential
between the commercial customer classes of low, medium, or high strength

5.8 Consultant’s Conclusions and Recommendations

Unlike a revenue requirement which is a review of a period of time, a cost of service is an analysis of
a single point in time. A cost of service analysis should be viewed with perspective the time of the
analysis and what will happen in the future. HDR recommends reviewing the results of the cost of
service in context of past cost of service studies, and known changes to system or customer
characteristics. As noted, generally if a customer class results are within 5% of the overall increase,
the results are reasonable, and no specific cost of service adjustments are necessary. However, if
specific changes are known, or projected, cost of service adjustments could be made to reflect these
changes. The cost of service results for each customer class is less than 5% greater or less than
the overall rate adjustment and as a result, no interclass adjustments are proposed. These results
are consistent with the 2018 study where both residential and commercial results were within 5% of
the overall rate adjustment.

5.9 Summary

This section of the report has provided a summary of the cost of service analysis developed for the
City of Coeur d’Alene wastewater utility. This analysis was prepared using generally accepted cost
of service techniques. The next section of the report will review the present and proposed
wastewater rates for the City.
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I 6 Development of the Rate Designs

The final step of a comprehensive rate study is the design of rates to collect the desired levels of
revenues, based on the results of the revenue requirement and cost of service analyses. In
reviewing wastewater rate designs, consideration is given to the level of the rates and the structure
of the rates. The level of the rates refers to the amount of annual revenues received through rates.
The structure of the rate is how the customer is charged. The combination of the level of rates, and
structure of rates, provides a price signal to the customer on how their use impacts the costs of the
system.

6.1 Rate Design Criteria and Considerations

Prudent rate administration dictates that several criteria must be considered when setting utility
rates. Some of these rate design criteria are listed below:

v' Rates which are easy to understand from the customer’s perspective

Rates which are easy for the utility to administer

Consideration of the customer’s ability to pay

Continuity, over time, of the rate making philosophy

Policy considerations (encourage efficient use, economic development, etc.)

Provide revenue stability from month to month and year to year

LSRN N N NN

Promote efficient allocation of the resource
v' Equitable and non-discriminatory (cost-based)

Many contemporary rate economists and regulatory agencies feel the last consideration, cost-based
rates, should be of paramount importance and provide the primary guidance to utilities on rate
structure and policy. It is important that the City provide its customers with a proper price signal as
to what their usage is costing. This goal may be approached through rate level and structure. When
developing the proposed rate designs, all the above listed criteria were taken into consideration.
However, it should be noted that it is difficult, if not impossible, to design a rate that meets all the
goals and objectives listed above. For example, it may be difficult to design a rate that takes into
consideration the customer’s ability to pay, and one which is cost-based. In designing rates, there
are always trade-offs between a utility’s rate design goals and objectives.

6.2 Review of the Overall Rate Adjustment

As indicated in the revenue requirement and the cost of service analyses, the priority for the
wastewater utility was to transition the overall level of the wastewater rates to meet financial needs.
A rate transition plan was developed to prudently fund the utility’s operating and capital infrastructure
needs. Provided in Table 6-1 is a summary of the proposed revenue adjustments for the next five-
year period.
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Table 6-1

Proposed Rate Transition Plan — Overall System Adjustments
FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

Proposed Rate Adjustment 5.0% 5.0% 5.0% 5.0% 5.0%

While the revenue requirement analysis resulted in the proposed revenue transition plan, it does not
take into consideration the allocation of costs between the various customer classes of service. In
developing the final rates, the cost of service results need to be taken into consideration. For this
study, the results of the cost of service analysis showed minimal cost of service differences between
the customer classes of service. Therefore, the rate transition plan will be applied to the proposed
rates.

6.3 Present and Proposed Rates

In developing the proposed rate designs, the City’s existing rate structures were reviewed. The
existing rate structure is contemporary in nature and has a separate rate for residential customers
and commercial customers. The commercial customer rate structure is further defined by strength
category (low, medium, high). The monthly service charge rate was increased 5% for all customers
including all residential customers and all commercial customers.

In addition to the monthly service charge residential customers are charge a monthly usage charge.
For this study the usage charge was adjusted to better reflect the proportionate nature of the charge.
Currently the low use customer pay the a monthly use charge that is only 18% of the regular
residential usage charge. To qualify for the low usage charge a customer must use less than 2,500
gallons each month during the winter months. The low use rate was adjusted to equal 53% of the
regular residential usage rate to better reflect the actual difference in wastewater for low usage
customers. Since the low usage charge increased at a much higher rate than the overall
adjustment, that means that the regular residential usage charge could increase by a lesser amount
to meet the overall 5% increase in revenue.

Another change in rates proposed for this study was to phase out the Fernan rate over the five-year
rate setting period. Phasing out the Fernan rate was done by raising the usage rate 5% plus an
additional $1.72 per month annually. By the end of the five-year period the Fernan residential rate
will be the same as the Coeur D’Alene residential rate. The same change was made to the Fernan
commercial rate, but the volume rate was increased 5% plus $0.17 per thousand gallons annually to
match the Coeur D’Alene commercial low rate by 2027.

Rates were designed to collect 5% increase in revenue by residential as a whole and commercial as
a whole. Provided in Table 6-2 is a summary of the present and proposed rates.
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Table 6-2
Present and Proposed Wastewater Rates

Billing Fee Present FY FY FY FY FY
Customer Class and Rate Code Rates 2023 2024 2025 2026 2027
. All
Monthly Service Charge Customers $14.99 $15.74 $16.53 $17.35 $18.22 $19.13

Residential Rates
Monthly Usage Charge (per dwelling unit)

Residential SERS $33.82 $33.18 $34.83 $36.58 $38.40 $40.32
Residential(vacation) SERV 0.00 0.00 0.00 0.00 0.00 0.00
Residential-Low SERSL 6.24 1772 1861 1954 2052 2154
Fernan-Residential SERF 2417 27.09 30.16 3339 36.77 40.32
Duplex-One Meter (x2) SERMF 3382 33.18 3483 3658 3840 40.32
Residential + ADU- SERADU 33.18 3483 36,58 3840 40.32

One Meter (x2)
Commercial Rates
Monthly Usage Charges per 1,000 gallons

Commercial-Low* CWCL $5.61 $589 $6.19 $6.49 $6.82 $7.16
Commercial-Medium CWCM 6.44 6.76 7.10 7.46 7.83 8.22
Commercial-High CWCH 7.24 7.60 7.98 8.38 8.80 9.24
Fernan-Commercial SENRO6 4.86 5.28 5.71 6.17 6.66 7.16
Fernan-Commercial SENRF 4.86 5.28 5.71 6.17 6.66 7.16

*Includes multifamily residential customers greater than 2 units.

As can be seen in Table 6-2 the present residential rates are a flat monthly usage charge. In
contrast to this, commercial rates have a volume-based usage charge. These volume-based
charges are billed on the customer’s water consumption and billed per thousand Gallons. The
proposed rate adjustments were applied equally to both the fixed monthly customer charge, as well
as the volume charge, when applicable, based on the adjustments in Table 6-1.

6.4 Summary of the Rate Design Analysis

This completes the rate design analysis for the City’s wastewater rate study. Itis recommended that
rates be adjusted as shown in table 6-1. The adoption of the proposed rates in Table 6-2 are
designed to meet the City’s projected revenue requirement, which was developed and intended to
prudently fund the City’'s wastewater operating and capital infrastructure improvement needs.
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I 7 Development of the Capitalization Fee

The final aspect of the City’s comprehensive rate and fee study was the review and update of the
City's wastewater Capitalization Fee (CAP Fee). The objective of this review is to calculate a cost-
based and legally defensible CAP Fee for new customers connecting to the City’s wastewater
system. CAP Fees provide the means for new customers to “buy in” to the existing system to
recover the costs of operating, maintaining, replacing, and depreciating the existing sewer system at
the time the new customer buys in.

To maintain compliance with the court mandated method for calculating CAP fees, the method
described in the 1991 Loomis v. City of Hailey was used to calculate the level of the CAP Fee that
can be legally charged.

7.1 Defining Capitalization Fees

The first step in establishing cost-based CAP Fee is to gain a better understanding of the definition
of a CAP Fee. For purposes of this review, a CAP Fee or “system development charge” is used as
interchangeable terms and hold the same meaning and intent. A system development charge is
defined as follows:

“These fees are one-time charges to customer when they connect to the system or by
developers as part of the permitting or planning process.?”

System development charges, or CAP Fees, are a financial contribution to reimburse existing
customers for the available system capacity in the existing system.

The main objective of a CAP Fee is to assess the benefiting (connecting) party their proportionate
share of the cost of infrastructure required to provide them service (i.e., accommodate capacity
needs) at the time the party connects to the system. A CAP Fee is an assessment of service to the
party connecting to the system, revenues are not used as a means of generating revenue, and the
funds are used solely in support of the sewer system which preclude the fee from being a tax.

CAP Fees are permissible under Idaho Statute title 50, chapter 10, section 1030(e)&(f).

“(e) To issue its revenue bonds hereunder to finance, in whole or in part, the cost of the
acquisition, construction, reconstruction, improvement, betterment or extension of any works,
or to finance, in whole or in part, the cost of the rehabilitation of existing electrical generating
facilities;

(f) To prescribe and collect rates, fees, tolls or charges, including the levy or assessment of
such rates, fees, tolls or charges against governmental units, departments or agencies,
including the state of Idaho and its subdivisions, for the services, facilities and commodities
furnished by such works, or by such rehabilitated existing electrical generating facilities, and
to provide methods of collections and penalties, including denial of service for nonpayment of
such rates, fees, tolls or charges; “

2 Financing and Charges for Wastewater Systems, Manual of Practice No. 27. Water Environmental
Federation, Fourth Edition, Page 200.
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CAP Fees are generally imposed as a condition of service. As noted, the objective of a CAP Fee is
not to generate funds for a utility, but to assure that all customers seeking to connect to the utility’s
system bear an equitable share of the cost of capacity that is invested in the existing system. The
development of the CAP Fee is based on the estimated capacity a new customer will place on the
system on average. While some customers may be above or below the average, the purpose of the
CAP Fee is not to exactly reflect the capacity requirements of each customer, but place customers in
like groups similar to the rate setting process.

By reviewing and updating its CAP Fee, the City continues an important step in providing adequate
infrastructure to new customers in a cost-based and equitable manner. The City should set CAP
Fees which are cost-based while balancing the needs of the City and development community.

7.2 Disclaimer

HDR has used generally accepted engineering and ratemaking principles in calculating the City’s
CAP Fee. This should not be construed as a legal opinion with respect to Idaho State law. HDR
recommends that the City have its legal counsel review the development of the CAP Fee to verify
compliance with Idaho State law prior to adoption by the City Council.

7.3 Present CAP Fee

The City’s present wastewater CAP Fee is shown below in Table 7-1.

Table 7-1
Present Wastewater Capitalization Fee
Customer Capitalization Fee
Capitalization Fee per population equivalent (PE) $1,383
Single Family Dwelling (Assumes 2.39 PE’s) $3,305

As shown in Table 7-1, the City’s wastewater CAP Fee is based on population equivalencies. The
last study used an assumed 2.39 persons per household. For the updated study the figure was
revised to reflect the 2020 US Census Bureau data which indicates the persons per household in the
City is 2.27.

7.4 Key Assumption of the CAP Fee Development

In developing the wastewater capitalization fee for the City’s wastewater system, a number of key
assumptions were utilized. These are as follows:

v" The City’s asset records were used to determine the existing plant asset value and
accumulated depreciation.

v' The Engineering New Record, Construction Cost Index (CCI) was used as a means of
escalating the original cost to the estimated system replacement cost.

v" The City’s debt schedules were used to establish the outstanding loan principal for
establishing the debt service credit.
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7.5 Development of the Proposed CAP Fee

The CAP fee is based on the capacity of the existing system. This component results in new
customers reimbursing existing customers for the new customer’s equitable share of the available
capacity within the existing system. The process of calculating the capitalization fees is based upon
a four-step process. In summary form, these steps are as follows:

v' System planning criteria

v Valuation of the fixed assets

v/ Estimating the replacement cost of the existing system
v

Establishing credits against the replacement such as unfunded depreciation and debt service

7.5.1  System Planning Criteria

System planning criteria is used to establish the capacity needs of a population equivalent unit (PE)
for the utility. The planning criteria were estimated based on information provided in the current
wastewater rate study. Table 7-2 provides a summary of the planning criteria used to establish the
City’s wastewater capitalization fee.

Table 7-2
Summary of the Wastewater System Planning Criteria

Planning Criteria Description Unit
Total Residential Plant Volume 2,323,079 gallons
Total Number of Residential Customers 15,868 customers
Average Household Size household 2.27 persons per
Average Day Household Flow 64.49 gallons/PE
System Capacity 5,000,000 gallon/day
TOTAL PE’s 77527 PE's

The residential average day household flow of 64.49 gallons per PE was calculated based on
2,323,079 gallons residential water volume, as calculated in the wastewater rates study and based
on historical billing records, divided by 15,868 residential customers divided by 2.27 persons per
household (2,323,079/15,686/2.27) =64.49 gallons/PE. The gallon per PE has decreased since the
last study which was 65.49 gallons per day. This trend is happening around the country where
households are using less water due to a few factors including more water efficient water appliances
and conservation efforts. The existing system capacity is 5 million gallons per day. 5 million gallons
per day divided by 64.49 equals the existing system capacity of 77,527.

7.6 Calculated CAP Fee

Based on the sum of the existing infrastructure costs, the CAP Fee can be calculated. Charging an
amount greater than the allowable CAP Fee would amount to an impermissible tax and violate Idaho
constitution. The CAP Fee method is a backward looking fee in the sense that it is based on
replacement cost of existing infrastructure only, and divided by existing capacity in equivalent units.
Table 7-3 provides the original cost and the replacement cost of allowable assets.
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Eligible Infrastructure

Table 7-3
System Replacement Cost by Component

Original Cost

Replacement Cost

Treatment $131,376,021 $255,201,349
Collection 22,611,847 58,806,319
Lift Stations 2,061,863 5,591,739
Compost 3,286,575 6,965,682
General Plant 0 0
Total $198,308,530 $326,565,089

Replacement cost was determined by taking the original cost of the asset and bringing it up to
today’s cost (value) using the Engineering Record Construction Cost Index (ENR CCI). Once the
system replacement costs have been established it is then reduced to account for unfunded
depreciation and outstanding principal balance on debt. The net replacement cost is then divided by
the number of PEs the system can serve to arrive at the new CAP Fee. Provided in Table 7-4 is a
summary of the wastewater CAP Fee calculated under the Loomis methodology.

Table 7-4

Loomis Method Calculated Net Allowable Wastewater Capitalization Fee
$/PE

$326,565,089
(66,303,299)
(32,133,077)
$228,128,713

Replacement Cost

Unfunded Depreciation
Outstanding Principal Balance
Net Replacement Costs

Capacity Per Day (Gallon/Day) 5,000,000
Gallons per PE per Day 64.36
Capacity in PEs 77,693
Calculated CAP Fee $2,936

Table 7-4 shows that using the legally approved method, the allowable CAP fee is $2,936, meaning
the CAP fee calculated using the City’s historical method cannot exceed that amount. Given this,
Table 7-5 provides the breakdown of the CAP Fee by system component.
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Table 7-5
Calculated Wastewater Capitalization Fee ($/PE) by System Component

2022 Replacement Unfunded Total CF by

Component Cost Deprecation Component
Treatment 3,285 (726) 2,559
Collection Mains 757 (85) 672
Lift Stations 72 (19) 53
Compost 90 (23) 66
General Plant 0 0 0
Debt Service Credit (414) 0 (414)
TOTALS Per PE $3,790 ($853) $2,936

As shown in Table 7-5, the replacement cost is reduced by the unfunded depreciation, and then the
outstanding debt is subtracted from the calculated CAP Fee. This results in a calculated net
allowable fee of $2,936 per population equivalent (PE). A detail of the net allowable CAP Fee for the
City is shown in the Appendices.

The City charges a CAP fee to the various types of customers connecting to the system based on
the equivalent number of PE’s. Provided in Table 7-6 is a summary of the proposed CAP fee for the

City.
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Table 7-6
Proposed Wastewater CAP Fee
PE Calculated
Customer Type Units CF
Residential
Single Family Dwelling 2.27 per unit $6,665
Multiple Family Dwelling (2 units) 2.27 per unit 6,665
Accessory Dwelling Unit (ADU) 2.20 per unit 6,460
Commercial-Low
Bar or tavern 0.20 per seat $587
Coffee (or other beverage) Kiosk 0.77 per Kiosk 2,261
Factories 0.10 per 100 sq. ft. 294
Hospital 2.50 per bed 7,341
Institution (other than hospital) 1.25 per bed 3,670
Mobile Home 2.27 per unit 6,665
Mobile or Tempor