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SECTION 1
EXECUTIVE SUMMARY

This repont evaluates the potential financial and economic impacts of implementing 2n enhanced
storm water {reatment program in the Los Angeles National Pollutant Discharge Elminauon
System {NPDES) Permut area as pan of the Caltrans District 7 Storm Water Facilities Retrofit
Evaluation. The full storm water treatment system would require about $53.6 billion n capial
improvement costs which includes land and $198.9 milhon 1n annual opcralion.{ and maintenance
costs. Land requirements for the esimated 480 treatment facilitics would 1otal about 13.950 acres.
The evaluation methodology applies the EPA Municipal Screener approach and other selected

economic indicators.

1.1 Preliminary Municipal Screener Impacts

The EPA publication, Economic Guidance for Water Standards Workbook, describes a

methodology for measuring economic impacts. One test in the described methodology is called the
Preliminary Municipal Screener. According to the Workbook:

“This guidance is presented to assist States and applicants in understanding the
cconomic factors that may be considered, and the types of 1csts that can be used 10
determine 1f a desipnated use cannot be anained. if a variance, can be granted. o1 if
degradauon of high-quality water 1s warranted. To remove a designated use or obtain
a vanance. the State or discharger must demonstrate that anaining the designated use
would result In substantial and widespread economic and social impacts.”

The Municipal Screener test indicates whether a public entity will nor incur any substantial economic
impacts from the proposed pollution contro} program. This Screcner is the estimated Total Annual
Pollution Conwrol Cost per Household as a percent of Median Houschold Income in the community
decmed “affordable™ by the United States Environmental Protection Agency (EPA). The test
specifies that local pallution control costs between 1 percent and 2 percent of median household
income constitute “Mid-Range" impacts and greater than 2 percent constitute “Large™ impacts. The
estimated cost for existing pollution controls plus the full stoym water system is about £1.295 per
houschold annually which results in impacts over 2 percent of median household income. therefore;
this is judged to create a substantial economic impact. This total cost is comprised of the annual
existing non-storm water pollution control cost of $554 per houschold plus the annual average storm
water cost estimate of $741 per houschold.

1.2 Secondary Municipal Screener Impacts

The EPA standards workbook also specifies that a secondary test must be done if the Municipal
Screener is not clearly less than 1 percent of median houschold income. The secondary test is
intended 1o characterize the community’s ability to obtain financing and to indicate the
socioeconomic health of the community. As applied to the Los Angeles area, this test generates a
score that is within EPA's Mid-Range level of economic impacts.

The Secondary Test utilizes five indicators 1o form a composite assessment of the community's
cconomic health and the financial impact of the pollution control project. Besides providing guidance
on how to calculate each indicator, the Workbook supplies criteria for scoring cach as 1-weak, 2-mid-

S RHA . Financial and Economic Impacis of Siorm Waiter Treatment
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range or 3-strong. For cach of the five indicators the community is rated as weak, mid-range. or strong.
based on various thresholds that apply to specific indicators. For example. overall net debt is used as
an indicator of a community’s abilify to meet debt obligations and its capacity to finance infrastructure.
For example. if the Overall-Net Debt Per Capita is greater than $3.000. the community would have less
capacity to fund additional infrastructure and would therefore be rated weak with a rating of I.
However. if the debt per capita is less than $1.000 it would be considered swong and assigned a rating
of 3. The indicators are then averaged to derive the Sceondary Score.

“The results from the Preliminary Municipal Sereencr and the Secondary Screener are measured jointly
1o determine whether the community would be expecied to incur substantial impacts due to the
proposed pollution control project. As shown on Table 1-1, for the Los Angeles arca based on the
secondary screener analysis. the score-falls within the 1.5 to 2.5 range. When combined with an
annualized cost greater than 2 percent of median houschold income, the joint score results in estimated
substantial impacts, according to EPA’s Substantial Impacts Matrix, as indicated by the “X" in Table

1-1.
1.3 Widespread Impacts

Based on the EPA methodology and other economic indicators presented below, the cconomic impacts
arc judged to be both substantial and widespread for the full systemn storm water reatment costs. Other
levels of-treatment or funding sources may be considered 10 mitigate these impacts.

1.3.1 Property Tax Impacts

One measure of financial feasibility is the estimated impact on the property tax rate. The property tax
rate for a single family unit is estimated 10 increase by 0.87 percentage points for the full system.
When added to the median base property tax of 1.19 percent, this results in a total properry tax of 2.06
percent, increasing the annual property tax bill by about 70 percent. Given the current cconomic
climate in Califomnia, this estimated increase is clearly more than is likely to be absorbed by local
single family houscholds alone. For multi-family units, the estimated increase of 0.67 percentage
points would also represent a potential sizable rental pass through.

1.3.2 Sales Tax Impacts

To compare the annualized storm water treatment costs 1o other cconomic indicators, a hypothetical
increase of 6 percentage points above the present sales tax rate, to a Jevel of about 12 percent, was
estimated in licu of increasing the property tax for the cost of full wreatment. This impact is judged to
be widespread and much higher than most households would consider acceptable. :

S R H A . Financiol and Economic Impacts of Storm Water Treatment
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Table 11 .
Financial and Economic Impacts of Storm Watsr Treatment
Assessment of Substantial Impacts Matrix
Los Angeles NPDES Area :

Secondary' v ‘Municipal Praliminary Screener®
Score :
[ Leval of Adverse Impact —> |
Less than Batwesan  Greater than .
Wesh ) 1.0% 1.0% -2.0% 2.0%
Less than 1.5
Betwesn 1.5 and 2.5 Mid-1ange X

Graater than 2.5

M~ 3trong

 Source: Stanley R. Hotiman Associstes, Inc.
Economic Guidance for Water Quality Standards Workbook,
U.S. Environmental Protection Agency

C

1. The Secondary Score represents a weighted sverage based on a number of
economic criteria described in the lext. .

2. The Municipel Preliminary Screenef represents a percentage of median
household income.

1. Shaded srea denotes where substential impacts are estimated to occur
pccording to the EPA Preliminary and Secondary Municipal Screeners.
The tombined score {or the Los Angeles NPDES srea results
in substantial impacts as shown in the figure by the “X.*

R0O00E077
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1.33 Land Requirement and Displacement Impacts

Treatment facilitics for storm water runoff are land intensive. The land and land cost requirements
for the full system are about 13.950 acres and 6.1 billion dollars, requiring multiple treament plants.
About 67 percent of this acreage would be required for treatment Level | and the rest for treatment
Level 2. While marginal or vacant parcels would initially be sought. potential displacement of many
houscholds and businesses as well as relocation and land acquisition costs would be required.

1.3.4 Employment Impacts

The Los Angeles arca economy has been recovering from the deep recession of the carly 1990s when
the total County cconomy lost more than 400.000 jobs. The County is currently on a recovery path.
The additional costs per houschold and per business are likely to slow this recovery and cause some
businesses to relocate or expand elscwhere. Again, while specific estimates of impacts are not made,
the burden of additional costs of a substantial nature is viewed as widespread because the potential
treatment plants would be distributed throughout the Los Angeles drainage areas. Since specific
locations are not identified. these displacement impacts arc not quantified as pan of this study. -

As was indicated earlier, the average houschold share of the financing burden would amount to about
a 73 percent increasc in annual property taxes. For many households, such an increase in property
taxes would cause a significant reduction in their consumiption and savings. Over time, landowners
would also pass forward tax increases 10 renters as increased rents which would produce a reduction
in consumption by renters. Such potentially widespread reduction in consumption among
houscholds would likely cause loss of retailing and other local serving jobs.

) ' 1.3.5 Impactson Outstanding Local Debt

et e
( § According to California Municipal Statistics, Inc., there is an estimated $11.6 billion of outstanding
i local public debt in Los Angeles County. The estimated cost of $53.6 billion for full storm water
treatment would represent almost a fivefold increase in debt. Even the Secondary Municipal Screener
jevel of $5.3 billion of estimated capital costs represents about 46 percent of existing unpaid local

public debt.

14 Estimated Non-Storm Water Pollution Control Costs

According 10 the EPA guidelines, the Municipal Screener approach provides an estimate of what is
decmed “affordable” for pollution control programs. The present swdy first examined the
incremental financial and economic burden of storm water treatment in the Los Angeles County
NPDES Permit Area. However, other public pollution control programs also require funding and
must be considered in serting expenditure priorities. According to the EPA Municipal Screener; the
estimated incremental cost of any new pollution control program should be added to the existing and
future costs for other types of pollution control programs, such as air quality, wastewater treatment,
and solid and toxic waste disposal. : .

R0006078
SR H 4 - Financial and Economic Impocis of Storm Water Treaiment
' : Los Angeles County NPDES Permit Ared

Sewrver ll ~olrran Assocanes . ix




In Section 10 of this repon. estimates of existing and future non-storm water pollution controls are
made which can be added to the incremental costs for storm waler treatment by area 10 determine
whether they exceed the 2 percent of median houschold income criteria prescribed by the EPA
methodology. Two approaches were utilized 1o estimate the impacts of existing and furure non-storm
water pollution conurol costs in combination with estimated incremental storm water treatment costs:
1) analysis of estimated localized. direct costs in California: and 2) a literature review. including a
1990 comprehensive study by the EPA updated to 1998 dollars. Both methods result in estimated
substantial impacts according to the EPA Municipal Screener methodology.

These additional annual pollution control costs per houschold were based on localized California
costs of wastewater user fecs. tirc/oil disposal. automobile emissions testing and repairs. drinking
water wreatnent and solid waste disposal. This amount was estimated to be about $554 annually per

household for the Los Angeles area compared with $537 annually per household based on the
nationwide EPA swudy.

15  Costs Limited by EPA Municipal Screeners

When the estimated amount of $703 per houschold at the Secondary Municipal Screener level of
1.6 percent of median houschold income level (543.916), is reduced by the estimated cost of $554
for existing and future pollution controls. this results in a net amount of $149 per houschold for
storm water treatment. If this annual amount of $149 is multiplied by the estimated 3,228.269
houscholds in the Los Angeles County NPDES study arca and is then capitalized using a 6 pereent
interest rate and a term of 20 years. this results in an estimated affordable capital cost of $5.3 billion.
This represents about 9.9 percent of the estimated full storm water treatment cost of $53.6 billion.

i
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SECTION 2
INTRODUCTION

2.1 Project Description and Purpose

his economic and financing analysis was prepared for the Los Angeles NPDES Permit Area as
part of the Caltrans Disu;icl 7 Storm Water Facilities Rewofit Evaluation. The analysis
examines the economic and financial impacts that may arise for communities due 1o the increasing
costs associated with successive levels of storm water treatment implementation. The project
description and costs were defined by Brown and Caldwell. This included storm water treatment
technologies designed to meet water quality standards and objectives for a one year return frequency

24 hour storm.
2.2 Project Area

The study area was limited to the Calirans District 7 areas that drain to the Pacific Ocean in Los
Angeles County as shown on Figure 2-1. The Los Angelcs NPDES Permit Area includes those areas
within Los Angeles County and within the watershed defined by the Santa Susana Mountains, Simi
Hills and San Gabriel Mountains, Los Angeles County areas not represented in the study include
Avalon, Lancastcr, Palmdale and unincorporated areas ncar these cities. The Los Angeles County
NPDES Permit Arca is divided into six drainage basins and consists of approximately 1.702.404
acres of land.. A relatively small portion of the Santa Ana River Basin is aggregated with the San
Gabricl River Basin. The drainage basins that cover this area include the following:

» Domingucz Channel
» Los Angcles River

» Malibu

» San Gabriel River

» Santa Clara River

» Santa Monica Bay

Land-use and acreage for this area were categorized into several classificarions and formed the
foundation for analysis along with basic demographic and financial data. Of the 1otal acreage, almost
60 percent is open space, which represents the largest land use of the total NPDES area. The next
most dominant land use is residential at about 22 percent. The remaining acreage covers other uses
such as public. commercial and industrial.

R0O006080
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| - Figure 21
Drainage Basins in LA County
NPDES Permit Area
Yo

Kern County

ANTELOPE VALLEY]
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Stanley R Hoffman and Associates, 1988 Financial and Economic Impacis of Storm Water Treatment
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2.3 Data Sources

To determine the impact on households. businesses and communitics, data was anal)zéd based on
several cconornic 1ndicalors. Examples of these indicators include the ability to pay as measured by
the ratio of per hduschold annualized storm water pollution costs to median houschold income. or
the abiliry of local 1and uses to carry new debr. The following is a summary of the data sources used

_ in prepanng this analysis:

. Population. housing and employment data from the Southemn Califormia Association of
Govemments (SCAG). Regional Statistical Area Projections from 1994 to 2020.
» Land usc acrcages Were provided through the SCAG Geographical Information Systemn (GIS)

Land Use database.
» City and County Summary Repon of Population and Housing, Department of Finance (DOB).

1994 10 1998.
. Consumer Price Index (CPI) for Los Angeles, Anaheim, and Riverside areas. U.S. Burcau of

Labor Statistics Data. .
» Taxable Sales in California during 1996. California State Board of Equalization, and updated o

1998 using the CPL. .
»  The 1997-1998 Assessment Roll Release, Los Angeles County Assessor.

Basic demographic variables including median houschold income and housing value from the 1990
United States Census were updated to 1998 using the Consumner Price Index.

2.4 Organlzation of the Report
Sections organize the repon in the following manner:

Section 3 —- Environmental Protection Agency (EPA) Fconomic Guidelines: This section
includes the project’s key cconomic criteria based on EPA’s guidelines.

Section 4 - Costs of Storm Water Retrofit: The estimated costs of storm water treatment retrofit
for specified reatment Jevels for both capital and annual operations and maintenance cost is shown.

Section 5 ~ Los Angeles NPDES Permit Area Land Uses: A description of the study arca land
uses and their relationship 1o the analysis variables of population, housing and income. '

Section 6 — Financing Approaches: Financing approaches to be considered arc identified. Key
jssues include funding ability, praclical means of implcm:nlation and political fcasibility.‘

Section 7 - Financial Capacity of Local Jurisdictions: This includes the analysis of the ability of
local communities 10 caTy substantial new debt. '

Section 8 - Assessment of Market Conditions: An assessment of the market conditions under

which some combination of financing strategics may be implemented is presented.

RO006082
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Section 9 — Financial Spread of Costs: Presents the allocation of estirnated capital and operations
and maintenance costs of storm water retrofit among private sector land uses.

Section 10 - Estimated ~on-Storm Water Pollution Control Costs: This section presents the
estimated costs of other pollution control programs using two approaches. These include costs
related to air quality regulations, drinking water weatment. solid waste disposal and wastewater
treatment. T

Section 11 — Evaluation of Financial lmpacts: An evaluation of the financial impacts of
implementing the costs of storm water treatment according to EPA's economic guidelines.

R0008083
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SECTION 3
ENVIRO.\'.\IE.\'TAL PROTECTION AGENCY (EPA) ECONOMIC GUIDELINES -

he approach used to evaluate the economic IMpacts of the storm water runoff collection and
rearment facilities under consideration is based upon the approach and methods presented by
EPA's idan w jaliry St w and summarized in Figure 3-1.
This analysis has focused on incremental costs for existing storm water meatment for residenual and
non-residential land uses. The Waorkbook - provides guidance 10 assist_interesied parties in
determining whether atiaining 3 specified water quality standard would result in “substantial and’
widespread economic and social impacts.” The Workbook guidance “is not an exhaustive
description of appropriate cconomic impact analyses.” but it does describe “the types of information
and analyses that should be considcrcd."

The Workbook calls for a financial analysis to determine “if the capital and the operating and
maintenance costs’ of pallution conirol will have a substantial impact.” For public entities. the
wWorkbook notes. “the houscholds in the community will bear the cost cither through an increase in
user fccs, an increase in taxes or a combination of both.” Therefore, “the burden 1o houscholds
resulting from total annual pollution control costs must be estimated. In addition, the financial
impact analysis must consider the community’s ability to obtain financing and the general economic
health of the community.”

Demonstrating that substantial economic impacts would occur from implementing pollution control
«is not sufficient reason 10 modify...or grant a variance from water quality standards™ according to
the' Workbook. Rather. the analysis must also include consideration of whether or not “compliance
would create widespread socioeconomic impacts on the affected community.” Financial impacts
arc those “that could cause far reaching and serious impacts 10 the ‘community.” While the
Workbook states that *there arc no correct cconomic ratios or lests per se 1o evaluate sociocconomic
impacls," it does say that cach community must evaluate its own unique circumstances. The
guidelines supgest the types of factors that <hould be considered, including changes in median
houschold income. unemployment, and overall debt burden.

3.1 Step-by-Step Methodology

As shown on Figure 3-1. the Workbook identifies a five-stcp analysis 10 determine if the costs of 2
proposed project will likely result in substantial impacts.

1. Verify Project Costs and Calculate the Annual Cost of the Pollution Control'

2. Calculate Total Annualized Pollution Control Cost per Houschold

" 3. Calculate and Evaluate the Municipal Preliminary Screener Score

4. Apply the Seccondary Test

* 5. Assess where the community falls in The Substantial Impacts Martnx

" RO006084

* The project costs werc prepared by Brown and Caldwell dnd independently assessed by other reviewers.
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Figure 3-1
EPA Economic Guidelines
Measuring Substantial Impacts (Public Ennnes)

Estimaie Tota! Pollution Control Costs

Capia! Conis a.nd Annual O & M Cost of
Exastng and Proposed Pollunon Conwols -

Anpualize Total Pollution Coptrol Costs

Annual Cost of Existing and Proposed
Pollution Reductions

Allocate Total Pollution Control Coxta

. Residential, Industrial Comumerncial Others

The Preliminary Municipal Screener
. NO
Will the municipality incur | Applicant is requured
substantial economic impacis? 10 mect existng water
' quality standards
The Sexondary Test
NO
Will the municipelity incur . -
subsuantial impacts based on the cost of g Apphcamur:qmmd
pollution control and the characierization of 1 to mect existing water
municipality's current financial and quality standards
economic well-being?
YES
Subrtantial Impacts
Proceed 10 analysis of
widespread impects.

Sonree:’ Stniey R Hoffman Associates. Inc.
EPA Economic Guidance For Water Quality Standards
Note:  Some text has been modified for presenation purposes.
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The Municipal Prelinunary Screener (Step 3) is the esumated Total Annual Pollution Control Cost
per Houschold as a percent of Median Household Income in the community. The Screener indicates
whether a public entity will sor incur any substantial economic impacts because of the proposed
pollution control program. The Workbook identifies less than 1% as “Little Impact.™ 1% 10 2% as
“Mid-Range Impact”™ and greater than 2% as Large Impact. If the Preliminary Screener results in
either a Mid-Range or Large Impact. then the analysis is 10 proceed 10 the Secondary Test.

3.2 The Secondary Test

The Secondary Test includes five to six indicators:

Initial Indicators Considered . Final Indicators Used
1. Bond Rating 1. Bond Rating
2. Overail nct debi as percent of full markel value of 2. Overall net debt per c.aPiu

taxable propeny

3.. Unemployment 3. Uncmployment

4. Median Household Income 4. Median Household Income
5. Propeny lax collection rate 5. Propeny tax collection rare
6. Propeny 1aa revenues as a percent of full marke 6. Not applied

value of 1axable propernes

In states with preperty tax limitations such as California, the Workbook notes that two of ‘the
indicators may not be appropriate: Indicator #2 - Overall Net Debt as Percent of Full Market Value
of Taxable Property: and Indicator #6 - Property Tax Revenue as a Percent of Full Market Value of
Taxable Properties. The Workbook recommends that Overall Net Debt Per Capita be used in place
of Indicator #2 - Overall Net Debt as Percent of Full Market Value of Taxable Property. Also. the
Workbook recommends that for states where indicator #6 has no appropnate substitute, it can be
dropped and the other five factors assigned equal weight.

The final five indicators are used 10 form a composite assessment of the commur.lity's economic
health and the financial impact of the required project. In addition 1o guidance on how to calculate
cach indicator, the Workbook provides criteria for scoring cach indicator as ]-weak, 2-mid-range
or 3-strong. For cach of the five indicators the community is rated as weak, mid-range, or strong
based on various thresholds that apply to that specific indicator. For cxample, overall net debt js LLScd‘
as an indjcator, of a community’s ability to meet debt obligations and its capacity 10 fund
infrastructure. If the Overall Net Debt Per Capita is greater than 33,000, the community would be
rated weak in its capacity to fund additional infrastructure and assigned a rating of 1; however, if the
debt per capita is less than 51.000 it would have relatively more funding capacity and would be
assigned a rating of 3. The indicators are then averaged 10 derive the Secondary Score.

The results from the first two tests (Preliminary Municipal Screener and Sccondary Test) are
regarded jointly in the Assessment of Substaniial Impacts Matrix to ascertain whether the
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commumty would be expected to incur substantial impacts due 10 the proposed pollution control
project. 2

.3.3 Evaluating Widespread Impacts

The final test is the consideration of Widespread Impacis. This 1est must be done even if substantial
impacts are likely to be determined based on carlier tests. This analysis will include both the
quantitative indicators and a discussion of potential financial and economic ramifications throughout
the community.
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SECTION 4
COSTS OF STORM WATER RETROFIT

Acosx analysis was prepared by Brown and Caldwell to determine the cost of treating storm water
runoff 1o meet water quality objectives for the Los Angeles NPDES Permut area. The capnal
costs for.the designated drainage basins. as estimated by Brown and Caldwell. have been used for
this analysis. These estimates are for a specified number of treatment plants per drainage basin
projected to treat storm water from a design storm conforming to a one vear return frequency with -
a duration of 24 hours. The costs have been specified and estimated for three treatment levels plus
collection costs as defined below and will be assumed to be incurred in 1998, the first vear. The
operations and maintenance costs are ongoing costs that wil} be much less than the capital costs, and -
can typically be funded on an annual basis rather than through debt financing.

4.1 Storm Water Treatment Levels

The costs for this study have been organized into three levels of increasingly higher costs according
to treatrnent level. Three treamment levels were defined in the Brown and Caldwell June 1998 report.,
Cost of Storm Water Treatment for Los Angeles County NFDES Permit Arca, and were established
using the water guality objectives set forth in the Los Angeles RWQCB (Regional Water Quality
Control Board) Basin Plan. As stated in this report, the division points between treatment levels are
basically the ability to remove sediment and trash; the ability 10 remove or kil bacteria; and the
ability to remove metals. In addition to the three levels described bejow, there is a cost component
of additional collection piping and distribution. which allows collection for treatment before the
water runoff enters the major water courses. The three treatment levels include:

Level 1: Detention and Screcning -

This is the most commonly uscd storm water treatment lechnology and is used to remave floating
debris and settle solids picked vp by storm water. Level 1 is a conventional storm water treatment
tcchnology and represents a treatment technology that could be implemented for a large drainage
arca. The level 1 detention facilities were sized to capture the design storm and hold it for twenry-
four to seventy-two hours to allow the solids 10 scttle and clarify the water. Level 1 will decrease

. pollutant concentrations but cannot meet al] the objectives for beneficial use.

Level 2: Filtration and Disinfection

This cost level is cumulative with the preceding level, adding filtration and disinfection costs to level
1 costs of detention and screening facilities. Storm water runoff ofien contains coliform, which are
bacterial indicator organisms used to determine sanitary conditions. The levels of coliform in urban
stormn water will generally cause the receiving water 1o exceed levels considered safe for recreational
contact. Most waters in California arc designated to have a recreational beneficial use and the
coliforin objective linked to the beneficial use will be exceeded by inflow of storm water. Filtration
and disinfection will kill bacterial organisms and allow the objectives for the recreational beneficial
usc 10 be met. High rate filtration and chlorination were added to the discharge from the detention
basins in level 1. Dechlorination was also provided to protect organisms in the receiving water from
the toxicity of any residual chlorination. The flow through treatment units have been designed to
treat the captured storm water over a seventy-two hour period following the storm. Level 2 will
allow storm water to meet the requirements for the recreational beneficial uses.
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Leve] 3: Advanced Treatment

Thls level of advanced treatment adds a hxahlv sophisticated treatment process to remove veny small
concentrations of toxic matenials that are often found in urban runoff. Many of the waters in
California are designated as potential drinking water sources. The objectives for the benefictal use
designauon of municipal water supply may require advanced treztment. Even more restnctive than
the drinking water standards. are the standards for toxicity as it relates to sensitive species that could

_ potentially exist in the receiving waters. Most waters have beneficial use designations that describe

the aquatic environment and have objectives to protect these beneficial uses. Meeting these
objectives with strucrural treatment units will require advanced treatment beyond what is normally
expecied of water reatment facilities. Reverse osmosis is included as the typical technology
representing advanced toxic removal to achieve the rcqulrcd low concentrations. Storm waicr treated
1o level 3 is free of almost all pollutants and is suitable for all beneficial uses.

4.2 Capital Costs

4
The capital costs represent the costs of land and facilities. The costs of the facilities were developed
from representative designs then scaled up for the individual watersheds and are based on flow rates.
The number of treatment plants required is estimated -at ‘480. For the purposes of this analysis,
construction and land purchase is assumed to take place at the beginning of the project in the first:
year and the annualized cost is assumed to stay constant over the life of the project.

Table 4-1 shows the estimated 1998 total capital costs of $53.6 billion. As indicated, the total capital
costs include $12.5 billion in collection of flow costs, which are 23 percent of the total costs. The
largest share of the cost is for treatment level 2 4t 520.5 billion, or 38 percent of the total.

4.3 Operations & Maintenance Costs

Operations and Maintenance costs mcludc those costs required to operate and maintain the facilities
on an annual basis. These include labor, routine materials and supplies, clectric power and chemical
costs for storm water treaunent. Labor costs for operating the facilitics are based on crews going to
the treatment sites for 12 hours during each storm. Table 4-1 indicates that the annual operations
and maintenance costs increase with each treatmient level 1o an annual total of $198.9 million. The
largest amount is for treamment level 3 at $82.2 million per year or 41 percent of the total.
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) Tabie 4-1 }
1998 Estimated Capital and Annual Operations and Maintanoncs Costs
Financing and Economic Impacts of Storm Water Treatment
Los Angeles County NPDES Permit Area

Annual

Treatment Capital Costs % to Total O & M Costs % to Total

Level {in millions cf3) Capital Costs  (in-millions of §) O & M Costs
Collection of Flows | $12.486 23% 104 5%
Level 1 " 20,453 38% 51.1 29%
Level 2 6,150 1% 49.1 25%
Level 3 14,518 27% 82.2 41%
353,605 100% 188.9 100%

Source: Stanley R. Hottman Associates, Inc.

Brown and Caldwell
R0006090
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( . 4.4 Land Requirements and Cost

Land cost requirements for 480 treatment units are estimated at $6.1 billion as shown in Table 4-2.
This represents a 1otal of 13,950 acres. split over treatment levels 1 and 2 at 67 percent and 33
percent respectively. Land costs for properties that might accommodate treatment facilities were
estimated at an average of $435.600 per acre based on discussion with appraiser. John J. Bihary. 1.
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. Table 4-2
Land Acreage and Land Cost Regquiramants:
. Financing and Economic impacts of Storm Water Treatment
* Los Angeles County NPDES Permit Area

[ Level 1 ] Level2 T Total ]

Land anuried. (Acres)
Los Angeles NPDES Permit Area 9.300 4.650 13.950

Land Cost @ $438,800/acre
Los Angeles NPDES Permit Ares $4,051.080,000  $2,025,540,000 $6,076.620,000

Parcentage by Leval §7% 33% 100%

Note: Land costs {or propertias that might accommodate trestment fadilities were
estimated at an average of $435,600 per acra based on discussion with appraiser
John J. Bihary, Jr.

‘Source: Stanley R. Hoffman Assodiates, Inc.
Brown and Caldwell
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- . SECTION 5 ) : :
LOS ANGELES COUNTY NPDES PERMIT AREA: LAND USES

Association of Governments' (SCAG) 1994 tand use classifications as shown on Table 3-1.
Single family residential. including mobile homes

» Multi-family residenual

. Commercial areas. including whalesale and retail trade and general services

» Public uses. including public facilities. educational. military, and transponation

» Light and heavy industrial uses

» Other urban areas not included under other categories

» Open spaces including parks and undeveloped lands

» Unknown. including acreage not elsewhere categorized and vacant land

‘ l ‘he land use classificanon used for this analysis was taken from the Southern Califorma
»

£.1 Land Use Classification

The land use acreage breakdown frem SCAG's Geographic Information System (GIS) database
utilizes the following land-use classifications. The residential category includes single family. multi-
family. mobile homes and trailer parks and mixed residential. Mixed residential refers to an area in
which there are both single and mulii-family uses but where no single use predominates. The
commercial category includes general office use, retail stores and commercial services and mixed
coriunercial and industrial. The public category includes public facilities, educational institutions, '
military and transportation uses. Light industrial includes manufacturing, assembly and industial
services but not manufacturing which consists of processing raw materials or discharging industnal
waste products. The other urban catcgory involves railroads, truck terminals. communication
facilities, mixed urban uses and areas under construction. The Open space category consists of local
and regional parks, golf courses, cemeteries, gardens and arboreta and other open space and
recreation. The miscellancous category entails unknown land use, which is acreage that cannot be
classified clsewhere and vacant land. Agricultural land usc and water, excepl beaches and harbor

and marina facilities, were not included.

. 5.2 Design Flow

The design flow is the millions of gallons of runoff that would be generaled by a rcpresentative
design storm: a Los Angeles arca rainstorm conforming to a onc year retumn frequency with a
duration of 24 hours. The runoff was developed by a cocfficient of runoff that estimates the
percentage of precipitation in the design storm that will become runoff based on the land use of the
arca and the imperviousness associated with that type of land use. Impervious areas are those arcas
where rainfall cannot be absorbed and thus surface runoff occurs. In arcas of high urbanization, there
are more areas such as roof surfaces on structures and paved surfaces that do not allow infiltration
of storm water as compared to undeveloped open spaces. The imperviousness for cach type of land
use was based on the values reported by the Santa Monica Bay Restoration Project Report.

As shown in Table 5-1, residential use accounts for 6nly 25.6 percent of the total land area but 33.6
percent of the total runoff. In contrast, open space accounts for 59.3 percent of total land uses but
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Table 8-1

Land Uses and Design Fiow
Financing and Economic Impacts of Storm Watsr Treatment
" Los Angeles County NPDES Permit Area

Drainage Totail Percent of Design Flow Percent of

Basin Acres Total Acras {mg)* Design Flow
Single Family 378.494. 22.2% 6.018 27.8%
Multi-Family - 57.619 3.4% 1,192 5.5%
Commercial 59.427 3.5% 1486 6.9%
Public 90.892 5.3% 2,079 9.6%
Industrial 75,391 4.4% 1.869 B.6%
Other Urban 18,618 1.1% . 426 2.0%
Open 1,010,244 59.3% B.514 J39.3%
Miscellaneous 11,718 0.7% 99 0.5%
Totat 1,702,404 100% 21,683 100%
¥ (mg): millions of gallons
Source: Staniey R. Holfman Associates, Inc.

Brown and Caidwel!
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only 39.3 percent of the total runoff flows. This illustrates the relationship of imperviousness 10
urbanization described above. Runoff is crincal in determining costs because of the size of the
facilities required to capture and treat storm water, and the concentrations of constituents of concern
in the water. The Santa Monica Bay Restoranon Project Report indicated that siznificant
concentrations are coming from residential areas. )

5.3 Variables for Land Use Analysis

The purpose of this study is to determine the potential economic and financial impact an enutics
within the Los Angeles Arca NPDES Permit area because of storm water retrofit costs. The above
discussion of land use and runoff indicates that a highly urbanized arca will generate more runoff
and a higher concentration of potential constituents of concern than less urbanized areas. Therefore,
the costs for storm water management will be higher for communities in these areas. To determine
the potential impact over various land uses, the following data was utilized:

» Population. housing. and employment statistics from the Southern California Association of
Governments (SCAG)

» Houschold annual median and average income projections based on U.S. Census data, vpdated
using the Consumer Price Index (CPI)

» Single and multi-family housing units and current populal{on estimates from the California
Dcpartment of Finance (DOF) to determine density and persons per houschold ratios

5.3.1Population, Housing and Employment

The 19941998 population. housing, and employment data from SCAG were tabulated for all the
census tracts within the designated drainage arcas as shown on Table 5-2. An estimate for 1998 was
made bascd on the predicted average annual change from 1994 to 2000.The 1998 total population
for the drainage basins of about 9.3 million is 97 percent of the 1otal Los Angeles County population
estimate of 9.6 million for 1998 based on DOF and is projected to increase annually at an average

of about | percent from 1998 to 2020,

5.3.2Houschold Income -

Estimates for 1998 for median houschold income were made based on 1990 United States Census
data obtained from the 1989 survey, and updated using the 1989 to 1998 change in the CPl of 26.0
percent as shown on Table 5-3. Houschold income is used as an indicator with the EPA Municipal
Screener described earlier in Section 3 to determine storm water facilities retrofit costs for single
family and other land uses. The estimated 1998 median income for Los Angeles County is $43,916.
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Table 53
1998 Estimated Median and Mean Household Income
Financing and Economic Impacts of Storm Water Treatmant
Los Angeles County NPDES Permit Area

1998 1988 1958 Estrnated Total
) Estrnsted Medmn Est Median Housshold Income
Junsdhchon Households HH Income HH income' Based on Medan
Los Angeles NPDES Permt Area 3,228,265 $34,965 343.916. $141772,790.536

1. 1588 meodimn housshold Income projected based on CPl infiation factor from 1989-1998: 1.26
Sources:Stankey R. Hottman Associstes. Inc.

United States Census 1590
- Consumes Price indax, 1988 - 1958 infiation Factor

1989 - 1558 CP! infstion Factor: 1,26

2. Ratio of MederVAvemmge Housshold income: 0.740
{Baned on Countywide Medmn incoma)

Soutnem Cakfomis Assccision of Governvments, Regional Statistical Area Projections, 1994
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( 3 : 5.33Density

The 1994 land uses from the GIS data base and the 1994 housing units from the Depantment of
Finance were used to determine density as to housing units per acre for single family and mulu-
family housing units as shown in Table 3-4. The Los Angeles River and Santa Monica Bay basins
show the highest overall density a1 8.35 and 9.30 units per acre. The Malibu basin has the lowest
density a1 2.71 units per acre. As shown in Table 5-4, the Los Angeles River and Santa Monica
basins have the highest single and multi-family densities.
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SECTION 6
FINANCING APPROACHES

his section provides-a brief overview of vanous sources and methods for financing the

construction. operation and maintenance of the major storm water treamment facilities that would
be required 10 meet water quality standards. While no financing strategy is recommended at this
time, there 1s a range of financing approaches used in California. Typically, in Califémia more than .
one ﬁnancmc approach is unlized for major projects, xncludmg a combination of local and outside

sources.

6.1 Federal

The Federal government historically has played a leading role in financing various environmental
enhancement programs. A Federal program to pay for all or a significant part of the costs of storm
water runoff weatment facilities is currently not available nor expected in the near future. Currently,
national attention is on balancing the Federal budget and on maintaining the long-term soundness
of Social Security and Medicare. not on major new grant programs.

6.2 State

At the State level of government, a possible approach for financing pan of the capital costs of storm
watr eatment would be through some form of State grants program or allocation of some state's
current surplus after existing funding priotities have been completed. Such a grant program would
require state legislative action and statewide voter approval since it would likely involve the issuance:
of general obligation bonds by the State. The State policy as established, both from the Department
of Finance and the State Treasurer, is to keep the general fund debt ratio below 6 percent. In other
words, the prudent maximum annual cost of servicing. debt from the General Fund is by policy
established at 6 percent.

Even if approved by the voters, it would be very unlikely to fund any sizable Jevel of statewide storm
water treatment costs. The State Department of Finance estimates that as of January 1, 1998, the
total capacity for new peneral obligation bonds issuance over the next 10 years is 540 billion
statewide. The 340 billion estimate does not include new bond measures taken to voters in 1998.
For example, the November 1998 election ballot included a $9.2 billion school finance measure,
which is the largest statcwide General Obligation bond measure ever 2pproved by California voters.

63 Local

The ability of local governments in California to finance public improvements has been increasingly
circumscribed over the last 20 years. In June 1978, the voters of California amended the state
copstitution to limit the ability of local governments 1o impose property taxes. That amendment,
commonly known as Proposition 13, added Arnticle XIIIA to the state constitution that limits the
maximum ad valoremn tax on real property to one percent of the assessed value of that property.
Proposition 13 also limited annual assessed value increases to 2 percent or the inflation rate,
whichever is smaller, until a property is sold.  Since the passage of Proposition 13, more than dozen
other statewide propositions have been passed that further restrict how local revenues can be raised
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( h or spent. In 1979. the voters passed Proposition 4. known as the Gann Ininanve. which added

Aruicle X111B to the state constitution. This article limits the permitted growth in the rate of local
government spending from general revenues to changes in population and inflation growth rartes.
Voter approval is required 10 increase spending limits. This vote must be rezffirmed every four

vears.

Proposition 46 in 1986 allowed local governments by a 23 majonty vote to imposc a property tax
above the Proposition 13 one pereent for the period required to finance new general obligation
bonds. The proposition also restricted the use of general obligation bond proceeds to the purchase

or improvement of real propenty.

While many other measures were passed during the late 1980°s and early 1990°s. the measure that
has had the most widespread impact since Propositions 13 and 4, was passed in 1996 as Proposition
218. This measure adds Articles XIIIC and XIIID to the state constitution. The measure does the

following:

I. Limits authority of local governments to impose taxes and property-related assessments, fees and

charges. Itrequires that a majority of voters approve increases-in general taxes and reiterates that

two-thirds must approve a special tax.

Requires that assessments, fees, and charges must be submitied to property owners for approval

or rejection. afier notice and public hearing. )

3. Limits the amount of an asscssment on a property to the “special benefit” conferred on the
property. .

4. Limits fees and charges to the cost of providing the service and establishes that such fees and
charpges may not be imposed for gencral povernmenta) services that are generally available to the

!\J

public.

o Within the restrictive context described above., the following are some financing mechanisms used
C N 4 by local governments to finance various public improvements in California:

» Community Facilities Districts

» Special Benefit Assessments

» General Obligation Bonds

> Local Option Sales Tax

» Fees and Charges

» Centificates of Participation, with lease payments from the General Fund
» Development impact fees '

* Redevelopment Tax Increment Financing

Community Facility Districts. The Mello-Roos Community Facilities Act permits various local
governments to cstablish a Community Facilities District to finance new facilities and/or to pay for
operations and maintenance through the levying of a special tax. This Act plus Proposition 218
discussed earlier requires a two-thirds vote for approving the special tax in inhabited areas.

Special Benefit Assessments. Benefit assessments can be levied on real property by cities, counties
.-and special districts to acquire, construct, operate and maintain public improvements that convey an
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identifiable special benefit to the defined propenties. - As was discussed carher. Proposiuon 218
establishes a strict requirement for formal landowner approval before such assessments can be put

in place.

General Obligation Bonds (G.0. bonds).  Cities. counties and cerain other local government
entities may 1ssue G.O. Bonds 1o finance specific projects. Debt service for G.O. bonds is provided
by an earmarked property tax above the one percent general propeny tax mandated by Proposition
13 (often called a “property t2x override™). These overrides typically show up on the annual 1ax bill
as “voted indcbiedness.” The proceeds from G.O. bonds can be used to finance the acquisition,
construction and improvement of real property. but cannot be uscd 10 pay for :quxpmcm supplies.
operations or maintenance costs. -

Local Option Sales Tax. Twenty-one counties impose a sales and use tax added onto the basic 6
percent rate. Los Angeles County imposes a sales tax of 8.25 percent. The local share of the basic
sales tax is one percent. Local option sales taxes have been used for public safety, traffic, hospizals,
cducation, earthquake recovery and other purposes. If suchtaxes are earmarked for a spccnﬁc purpose
or if a special district levies them, then they are deemed Special Taxes under Proposition 218 and
require a two-thirds voter approval.

Fees and Charges. Local governments can levy various fees and charges to recover the cost of
providing services. Under Proposition 218, many of these fees and charges that are “incident to
property” arc riow also subject 10 landowner approval.

Certificates of Participation (COPs). A COP is a form of lease purchase agreement that does not
constitute indebtedness under the state constitution and does not require voter or landowner approval.
The lease paymients typically are made from the local government's general fund.

Development Impact Fees. These arc fees charged to new development to pay for facilities required
10 serve the new development. State law, and Fedcral case law, establishes a rigorous set of tests that
such fees must meet to be valid. In shor, these fees can only be used to pay for those facilities or”

" portions of facilities required to serve new development. They cannot be used to correct existing,

problems or cure existing capital or operating and maintenance deficiencies.

Redevelopment Tax Increment Financing. A city or county can establish a redevelopment agency
to undertake the revitalization of an area that it finds to be "blighted." The redevelopment agency
may incur indebtedness to finance improvements needed to accomplish the goals of its redevelopment
plan. The property tax base in the redevelopment area is **frozen,” and increments in property taxes
after the tax basc is frozen go into the redevelopment fund to be used for the financing of
improvements. Voter approval is not required for tax increment financing. Such financing may be
used only for facilities to support the needs of redevelopment. Further, it usually takes many years
before significant property tax increment, derived from new development, is available for financing.

6.4 Fundlng Assumptions

For purposes of this analysis, it was assumned that the financing would be based on the issuance of
bonds with a 20-year hfc as suggested in the EPA Workbook. The tax-cxempt interest rate for such

S R H A Financial and Economic Impacts of Siorm Waier Treatment
' Los Angeles County NPDES Permut Areo .

Sardcy R HoATan Atsocares . 23

R0006102



& ‘ bonds was assumed 10 be 6 percent. Based on municipal bond rates over the past 10 10 20 vears
provided by the Califorma Debt Advisory Commussion, this is judged to be a reasonable rate for -
planning purposes. Funding costs of such bonds were assumed to be 12.5 percent of the total 1ssue
amount. Funding costs include the cost of debt issuance. underwriters discount. reserve fund and
other relatéd costs. These assumptions allow the total capital costs 10 be annualized and combmcd
with the annual operations and maintenance costs.
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SECTION 7 :
FINANCIAL CAPACITY OF LOCAL JURISDICTIONS

7.1 Overall Net Debt per Capita

I inancial capacity of local jurisdictions means the ability of the local community to incur
additional debt to pay for public improvemenis and services, here storm water retrofit facilities
and annual operanions and mamtenance. In Califomia. after the passage of Proposition 13 in 1978

. and more recently Proposition 218. significant restrictions have been placed on any increases in

property taxes or property related fees and charges. Also, the revenue potential of local jurisdictions
to assume additional debt has been further constrained by the effects of the recession in the early

1990s.

Net debt per capita is one indicator of financial capacity of local jurisdictions. Each community,
depending upon its infrastructure needs and level of development, will have a different mix of debt
instruments, such as general obligation. special assessment or Mello-Roos bonds. Also. besides each
community's direct debt. there is overlapping debt from other special purpose districts such as
schools, water and sewer, fire protection and flood control. In evaluating the impact of existing debt
per capita and the addition of new debt on a community, the EPA has suggested the use of following

ranges:

»  Greater than'$3.000: . weak =1
» $1,000 - $3,000: mid-range =2
».  Less than S1.000: strong. = 3

The overall debt per capita estimate of $1.207 for Los Angeles County is used subsequently in the
evaluation of local financial and economic impacts. This estimate is based on 1otal outstanding and
direct and overlapping debt of about $11.6 billion for Los Angeles County provided by California
Municipal Statistics. Inc. This debt per capita is already within the mid-range of $1,000 to $3,000 per
capita as prescribed by the EPA. When the total net debt for full reatment of $5,788 per capita (553.6
billion divided by the study area population of 9,259,750) is added to this debt, it results in $6,995
of debt per capita. This is above the weak range limit of $3,000. The total new net debt rcpresents a
480 percent increase over the existing net debt per capita,

7.2 Analysis of Sample Property Tax Bills

In contrast 10 the more global overall net debt analysis, a summary of sample local property tax bills
for several single family residential units in Los Angeles NPDES area is presented on Table 7-1.
Three properiies from cach basin are shown and the payments through the property tax bil) are
divided into three categories: 1) the basic 1 percent local property tax rate established by Proposition
13; 2) voter approved bonded indcbtedness; and 3) direct assessments.  The voter-approved portion
includes City, County, MWD, Flood Control and Unified School District debt payments. The direct
assessments- include annual payments for many purposes, including flood control, storm water,
firc/paramedics, parks, lighting maintenance, emergency 911 and mosquito abatemnent.
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The range of assessed vajue for these properties is broad. with a median of $500.947. The total taxes
range from 1.043 percent to 1.932 percent of assessed value. Exarnining the median propery. the total
charges including the basic one-percent. voter-improved indebtedness, and direct assessments.
account for about 1.197 percent of the total assessed value. A typical rule of thumb in municipal -
finance indicates that the upper limit for reasonable annual charges to a propcm should not exceed

2 pcrcem
7.3 EPA Municipal Preliminary Screener Approach

The U.S. Environmental Protection Agency (EPA) has prescribed a mcxhodology the Municipal
Preliminary Screener. to establish whether a community is expected to incur “substantial” economic
impacts due to the pollution control project costs. There are two tests with this Municipal Preliminary
Screener to establish whether the community can clearly pay for the project withour incurring any
substantial impacts under the EPA guidelines. The screencer is defined as follows:

Municipal Preliminary Screener = dveroge Toal Pollution Congrol Cost Per Household

Median Household Income

The EPA has established a lower threshold of below | percent of median household income as
representing a cost that is not cxpccl:d to impose a substantial economic hardsh)p on houscholds.

A cost between | and 2 percent is considered a mid-range impact. If the cost is over 2 percent of
median houschold income. then the project may create an unreasonable financial burden on many
houscholds within the community, according to the EPA methodology.

The estimates of i. 1.5 and 2 percent of median houscheld income are presented in Table 7-2 for the
Los Angeles County area. They range from 5439 per houschold t6.5878 per houschold annually.
When this per household amount is multiplied by the estimated 3,228,269 houscholds in the Los
Angcles NPDES permit area; it gencrates a range of annual revenue potential of $1.4 to $2.8 billion.
This revenue represents from about 29 to 58 percent of the total annualized cost for full storm water

treatment.

The estimated cost for existing pollution controls plus the full storm water system is about $1,295 per
houschold annually which results in impacts over 2 percent of median houschold income, therefore,
this is judged to create a substantial economic impact. The total cost is comprised of the annvalized
avcrage slorm waler cost estimate of $741 plus existing pollution control costs of 5554 per houschold.
Using the Preliminary Sercener, the level of median household income required for the estimated total
polluuon contro] costs exceeds the 2 percent level indicating potentially a substantal economic

_ hardship on houscholds. The EPA guidelines now suggest proceeding to the Secondary Tcst
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Table 7-2

EPA Municipal Preliminary Screener Analysis
Financing and Economic Impacts of Storm Water Treatmant
Los Angeles County NPDES Parmit Area

Municipal Screener Cateqorias'

Househalds?

1998 Median Household Income

1 Percent of Median HH Income

1.5 Percent of Median HH Income

2 Percent of Median HH Income

Annual Revenue Potential @ 1 Percent

Annual Revenue Potential @ 1.5 Percent

Annual Revenue Potential @ 2 Percent

t.ima(e
3.228.269
$43.916
$439
$659
3878
$1,417.726.614
‘ $2.126.589.921

$2.835,453,228

1. EPA has suggested a Municipal Screener range of less than 1 percent
lor representing little impact, 1 to 2 percent for mid-range impact and
over 2 percent for large impadt..

2. Estimated households for Las Angeles NPDES Permit Area 1998.

Source:

Stanley R. Hofiman Assod'mu. Inc.
Los Angeles County Assessor
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7.4 The Secondary Test

According 1o the EPA. the Secondary Test builds upon the characterization of the financial burden
identified in the Municipal Preliminary Screener. This test provides an indication of the community’s
ability to obtain financing and describes its socioeconomic health. According to the EPA Guidelines.
the indicators describe precompliance debt and socioeconomic and financial management conditions
in the community. In states. such as Cahforia. with statutory limits on property tax rates and where
data on full market value of taxable property‘are not gencrally available, the indicator Overal] Net
Debt Per Capita can be substututed for other indicators that rely on full market value information. The
foliowing five indicators suggested by the EPA have been applied for the Secondary Test:

1. Dcbt Indicarors -
» Bond Rating . .
Overall Net Debt Per Capita

. s . N l' I-
*  Unemployment Rate
*  Median Houschold Income

Financial M Indi

»  Property Tax Collection Rate

The overall methodology. illustrated on Table 7-3, ranks each indicator on a scale from ! to 3 and
then calculates a simple average of the five indicators, where a score of 1 is Weak, 2 is Mid-Range
and 3 is considered Strong. As shown in Table 7-3, the five indicators add 1o a tota] score of 1} and

"an average of 2.2 indicating that lhc'Los Angeles NPDES Permit Area falls in the Mid-Range of the

sociocconomic and financial management indicators. The Secondary Test shows a bond rating of
Strong with ratings gencrally above BBB and a score of 3; an overall net debt per capita in the Mid-
Range with a score of 2; an unemployment rate of 6.1 percent, or over 1.0 percent higher than the
national rate’of 4.7 percent, for a Weak ranking and a score of 1; a median houschold income of
$43,916, which is roughly equivalent to the State median, for a mid-range ranking and 2 score of 2;
and a generally Strong property tax collection rate for 2 score of 3. When this score of 2.2 is prorated
across the | percent to 2 percent mid-range, it results in an estimated Secondary Test score of 1.6
percent and will be used later as part of the evaluation of substantial economic impacts.
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SECTION 8
ASSESSMENT OF MARKET CONDITIONS

he purpose of assessing market condiions is to determine the potential ability of the various

land uses 10 absorb new taxes. assessments. fees or charges. Two measures used in this section
for this purpose are the assessed valuation of property and the amount of taxable sales generated
by a community. In addition to household income, these are both indicators of local financial
strength and the ability to accommodate additional debt. Assessed value along with the property
tax rate determines how much propenty tax revenue is penerated. each year. The maximum basic
rate of property taxation is limited in California by Proposition 13 1o 1 percent. The taxes available
for financing debt exceeding the one-percent level now must be approved by a two-thirds vote of
the local clectorate.

8.1 Assessed Value Trends for Los Angeles County and the Los Angeles NPDES Permit
Area.

The recessicn in the early 1990s in California had a dramatic dampening effect on the rate of
increase in assessed property valuation in Los Angeles County. This, in wrn. constrained property
tax revenues for many local jurisdictions.. Table 8-1 shows the average annual growth of assessed
value from 1989 10 1998 according 10 the Metropolitan Water District (MWD) for areas in
Southern California in their jurisdiction, including Los Angeles County. This indicates an average
annual percentage change in 1otal assessed valuation from 1989 to 1998 of 4.7 percent.  This
growth rate has slowed considerably since 1993,

The assessed valuation from the 1996-1997 annual Los Angeles County Tax Roll was used to
analyze the local ability of jurisdictions in the Los Angeles NPDES Pecrmit Area 1o finance
additional costs through propenty tax revenues. Assessed value and market value per acre of
private sector land uses were estimated for use in the analysis. Table 8-2 summarizes assessed
valuation for the County with estimates ranging from abour $632,900 pcr acre for single family
units to $1.2 million per acre for commercial/industrial land

When the 10tal estimated assessed valuation of about $457.3 billion for all three citcgories s
averaged over approximately 564,654 acres of residential and commercial/industrial in the Los
Angeles NPDES arca, this results in an estimated assessed valuation of about $809.915 per acre.

8.2 Taxable Sales Trends

" Taxable sales for Los Angeles County can indicate a local jurisdiction's ability to generate

additional revenues. Since the passage of Proposition 13, the sales tax has become the preferred
source of local government funding for ongoing operations and maintenance. However, some local
jurisdictions have traded a share of their sales tax to fund public infrastrucrure that has anracted
revenue generating commercial land uses.
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Table 2-1

Asssssed Valuation Trends: Metropolitan Water District
< Financing and Economic Impacts of Storm Water Treatnent
Los Angeles County NPDES Permit Area

Year Total Assessed Valuation (S000) % Growth
1989 556,900,000
1990 671,600,000 12.5
1991 750,900,000 11.8
. 1992 820,824,301 9.3
1993 865,027,289 54
1994 882,326,828 2.0
1995 887,880,083 0.6
1996 878,101,879 -1.0
1997 879,272,307 0.0
1998 893,911,433 17
Average Growih 1585-1998

4.7

Sowrca: Flaniey R Hofnan Associaies, Inc,

Moodty's Investors Servica, Metropoian Water District
of Southern Calfornia .
General Obligation Bond Rating, February 1998

R0006111

SRHA

Soreey R Holran Adsoxiaes

Financial and Economic Impacts of Storm Water Treatmeni

32

Los Angeles County NPDES Permit Area



Table 8.2
Assessed Value for Los Angeles County NPDES Permit Area
Flnancmg and Economic Impacts of Storm Water Treatment

_ Singl2 Family Muli-Famity  Commercialfing,
Assessed Value Per Acre $632,917 $1,063,242 $1,198.244
L os Angeles County
Los Angeles NPDES Area

Aasessed Value/Acre $632.918 $1.063,250 $1,198,360
Total Acres ' 374,262 57,093 133.299
Estimsted Total AV $236.876,9B4488  $60,704,111.495 $1509,742.834.395
Estimated AV/UNIt' $133,809 . 343,918 N/A

1. Units per Acre: Single Family 4.73
Unita per Acre: Multi Family 2421

Source: Staniey R. Hoffman Associates, Inc.
Los Angeles County Assessor 1996-1957 Roll Release
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From 1990 to 1997 taxable retail sales. for Los Angeles Counry. according to the California Board
of Equalization. declined from $94.7 billion 10 an estimated $84.7 billion in 1998 inflation-adjusted
dollars. This was-a decline of approximately S10 billion in taxable sales. Per capita taxable sales
are shown in Figure 8-1. The overall decline of per capita taxable sales for the 1990 1o 1997 period
is 17 percent. declining from $10.802 in 199010 an estimated $8.925 in 1997. However. since
1993, real per capila taxable sales have been stable and even showed slight increases.

~ Estimated 1998 txable sales for the Los Angeles NPDES Permit Area are shown ih Table 8-3. The

per capita range for communities in this area is quite large, with a low of 38,559 .in the Los
Angeles River Drainage Basin and 2 high of $13.336 for the Domingucz Drainage Basin. This
indicates a large disparity in both locational selection of shopping and in the income levels of the
population as well. The overall 1axable sales per capita is $9,050 dollars for the Los Angeles
County NPDES area.
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LOS ANGELES COUN

Flgure 81
TY PER CAPITA TAXABLE SALES

FINANCING & ECONOMIC IMPACTS OF STORM WATER TREATMENT
(In Constant 1958 Dollars)

12.000 -
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6.000 -

4,000 -
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i 2.000 -

10,000 - \\
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1991 1992 1992
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Year

.": ' Source: Stanley R. Hoffman Associates, Inc.
. California State Board of Equalization
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B ) Table 8-3
1998 Estimated Taxable Sales
Financing and Economic Impacts of Storm Water Treatment
Los Angeles County NPDES Parmit Area

1998 1998 . 1958 . 1998

Estimated Taxable Sales Total Estimated Est. Sales

Jurisdiction Popuiation'  PerCapita®  Taxsble Sales  Tax at 1%
Dominguez ' 480,066 $13.336 $6,402,371,405 $64.023.714
Los Angeles River 5,835,830 8.559 49.950,619.719 499,506,197
Malibu 77.607 9.771 758.265,402 7.582.654
San Gabriei 1.877.491 9,205 17,282.511,178  172,825.112
Santa Clarila 203,921 10.7BB  2,199,944,611 21,999,446
Santa Monica Bay 784,835 9,179 7.204.283,008 72,042,830
Total - : 9,259,750 $9,050 $83,757,995,321 $837,979.953

1. Pop. projecied based on 1954 - 2000 SCAG projections
2. Consumer Price Index Factor 1996-98: °  1.03

Sources: Stanley R. Hoﬂman Associates, Inc.
Califomia State Board of Equslizstion: Taxabie Sales in Californis 1956
Southemn Califomia Association of Govemments, Reglonal Statististical Area
Projections, 1994 .
Consumer Price Index: U.S. Bureau of Labor Statistics
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SECTION 9 :
FINANCIAL SPREAD OF COSTS

! I ‘his section analyzes the potential financing of the 1998 estimated storm water treatment costs for
the Los Angeles County NPDES Permit Area under the following two scenarios:

1. Full Storm Waier Retrofit Treatment
> 553.6 billion.capual costs: $198.9 million annual operations and maintenance

2. Debt capacity limited by EPA Preliminary & Secondary Screeners
$5.3 billion capital: $20.0 million annual operations and maintenance

The first scenario presents the financing of the full sysiem including collection costs and all three
levels of treatment. The second scenario reflects the EPA Preliminary and Secondary Municipal
Scrceners. This combines the revenue potential based on 1.6 percent of median houschold income 1o
reflect the estimated average Secondary Test screener score, as discussed in Section 7.4. reduced by
estimated existing non-storm water pollution control costs of 5554 per houschold.

The financial analysis of the first scenario spreads capital and operations ahd maintenance costs to
both residential and non-residential land uses. The spread is based on the proportionate share of flow
from cach rype of privately owned land use. For example, single family residential land use generates
an sstimated 38.2 percent of the'runoff flow while the commercia) and industrial calegories generate
an estimated 21.3 percent of the flow. The capital costs spread by land use ‘are then annualized
assuming bond interest of 6.0 percent, a term of 20 years and estimated bond issuance costs af an
additional 12.5 percent above the construction costs.

*. These annualized capital costs are then converted to a cost per unit basis for single or multi-family

land uscs or 1o a cost per acre basis for commercial. industrial and other urban land uses. Itis further

cstimated that the “Open™ land use includes about 55 percent privately owned open space. This
estimate was based on a geographic information system entitled “GOVOWNERSHIP." It shows
groupings.of land ownership and was originally digitized by the Forest and Rangeland Resources
Assessment Program of the California Department of Forestry. The annualized capital costs are
added to the annual operations and maintenance costs 10 estimare a total annual cost per unit or acre.

The model can analyze the financial implications of outside funding, such as from the State or Federal
levels, possible sales tax subventions or redevelopment agency contributions. However, these
sources of funds are considered both limited and uncenain, Currently, there are no funding programs
for storm water costs of this magnitude.
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The basic assumption is that successful implementation is primarily a local responsibility and will
require major financial commutments from local sources. In presenting the analysis. a residennal land
use category has been used for illustration. Each scenario will be discussed in detail. but in summary,
the estimated annual storm water treatment cost for each scenario is as follows:

Cost Per . Cost Per Cost Per
idential Uni in mi it Per Household
Scenano 1: §741 §1.024 $1.509

Scenano 2: S 73 ’ S 101 _ S 149

9.1 Scenario I - Full Storm Water Retrofit Treatment

Scenario 1, Table 9-1. presents the analysis for the ful} treatment costs of $53.6 billion, including
$12.5 billion for storm water collection costs. - The annuaj operations and maintenance costs are
3198.9 million. The spread of costs 1o private sector land uses is based on the distribution of storm
watcr runoff flow from the engineering analysis prepared by Brown and Caldwell.

Using this flow analysis and the single family dwelling unit for illustration, the total allocated capital
cost was estimated at $10,062 per single family unit. This was annualized 10 about $987 and when
added to the allocated share of annual operations and maintenance costs of about $37, resulted in
51,024 per single family unit for the full system costs. Based on the average assessed value per
single family unit of 117,860 this would be an estimated increase in the property tax rate of 0.87

percentage points.

When the cost of $1.024 per single family unit is weighted with the cost of $309 per muiti-family
unit, this results in a per residential unit cost estimate of $741, Cormrespondingly, the cost is S1.509
when allocated on a per houschold basis. This estimate represents all costs allocated to households
with no spread of costs to non-residential land uses. This is for the cost of full storm water treatment
before accounting for existing pollution control costs of $554 per household. ' '

9.2 Scenario 2 - Debt Capacity Limited by EPA Secondary Municipal Screener

Scenario 2 summary analysis is presented in Table 9-1 reflecting the Preliminary and Secondary
Municipal Screener. For this analysis, it is estimated that the income potential is 1.6 percent of
median houschold income ($703) based on the Secondary Screener. When the estimated amount of
3703 per houschold at the Secondary Municipal Scrcener level of 1.6 percent of median houschold
income level (343,916) is reduced by the estimated cost of $554 for non-storm water pollution
controls, this results in a net amount of $149 per houschold available for stonm water treatment. If this
annual amount of $149 is multiplied by the estimated 3,228,269 households in the Los Angeles
County NPDES Permit area and is then capitalized using a 6 percent interest rate and a term of 20
years, this results in an estimated affordable capital cost of $5.3 billion. This represents about 9.9
percent of the estimated full storm water treatment cost of $53.6 billion. On a comparative basis, this
yields an estimated cost of $73 pér residential unit or $101] per single family unit.
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SECTION 10 |

" ESTIMATED NON-STORM WATER POLLUTION CONTROL COSTS

So far his report has only examined the incremental costs of storm water treatment and has not
included the costs of other non-storm water pollution control programs. In this section. estimates
of existing and. future non-storm water pollution control costs per household were added 1o the
estimated incremental cosls for storm water treatment in the Los Angeles County NPDES permit area.
The estimated costs to houscholds of other pollution control measures cover the following:

-« Ajr Qualiry Regulations .

» Drinking Water Treatment
« Solid Waste Disposal
«  Wastewater Treatment

The analysis in this section represents a preliminary examination of this issue. as a comprehensive
study would require a major commiunent of resources. When estimating existing or_future pollution
control costs. lhcrf: is a wide range of pollution programs for consideration which would require '
extensive research.  In developing the estimated initial cosis, two approaches were utilized: 1)
analysis of estimated localized. dircct costs in California: and 2) a literature review including a 1990
comprehensive study by the EPA updated to 1998 dollars. Because of the widespread cffects of
pollution controls on the economy and the difficulty of calculating the full effects as they ripple
through it. these two approaches likely underestimate the total level of pollution control costs. '

10.1 Summary

According to the EPA Municipal Screener. the estimated incremental cost of any new pollution
control program should be added to the existing pollution control costs, Therefore. the per houschold
cost estimates of existing pollution control made in this study are added 10 the incremental costs for
storm water reatment by area 10 determine whether they exceed the 2 percent of median houschold
income criteria prescribed by the EPA municipal screener methodology, The approaches used to
estimate the impacts of existing and furure pollution control costs in combination with estimated
incremental storm water treatnent costs are described in this section and summarized below:

1) Localized estimate: $554 annually per houschold
2) EPA nationwide study estimate: $537 annually per houschold

102  Localized Estimates for Existing Non-Storm Water Pollution Control Costs

Estimates were made for the additional annual pollution control costs per household unit based on

_localized costs for the Los Angeles area of wastewater user fees, tire/oil disposal, automobile

emissions and repairs, drinking water treatment and solid waste disposal. This amount was estimated
1o be about $554 annually per household for the Los Angeles area as shown on Table 10-1.

Data was compiled using sceveral sources in order to determine the existing residential costs of non-
storm water pollution control programs in the Los Angeles area. These costs arc analyzed by three
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Table 10-1
Fmancul snd Economic Impacts of Storm Watar Trestment
Eshmai-d Annual Localized Non-Storm Water Poliution Control Costs Per Household
Los Angeles Area

Description of Estimated
Localized Cost Annual Cost

Annual Wastewater User Charge' $194

Other Localized Pollution Control Costs

Automobile Tire/Oil Disposal? $8
Average Emissions Costs® : $74
Drinking Water* - . $144
Solid Waste ] $134
) Total Other Costs $360
_ Total Estimated Locallzed Pollution Cosis 3554

' This eatimats in based on the Californis Environmental Agency's,

Wastewnier User Charge Survey Repon, Fiscal Year 1897-58

? Based on oil disposal coats of $5 and tire diaposal costs of $3 per yur..

? Based on averags emissions cost caiculations as shown below:

Annual Medisn amog inspection Ise $14.00
Annual Median smog certificate $5.00
Annual Averags smissions repairs 355.00

$74.00

“ Eatimated Water iroatment cost basad on Metropolitan Water District (MWD) jurisdictions as shown on Table 10-3
has been spplied a3 an averags cost 10 the Los Angeles srea,

Sourvea: Staniey R. Hoffrman Associates, Inc.
EPA Environmental Investmenta, 1990; US Cansus Bureau
Wastewater user Chargs Survey Report, Fiscal Year 1997-98, Califomnia Envumnmmhl Protection Agency
Matropolitan Water District of Southem Califomin, 1968

Notea: Per Housshold

Caloulations are based on the following setimates: ’ Annygt Estimyted Chargesy

Tires changed B 50,000 milsa-or 2 hndyr 81 31.50 sach 32.00

Oil changed @ $1.00 486 timea per yr. $5.00

Annual Median amog inspection lee $14.00

Annusl Median smog osrtificate ’ 3$5.00

Annusl Averags emissions repaira - . : $55.00

Per Capits Vehicle Milss Travelled 8,835 -

Annual VMT per housshold R0006120 17,270
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primary environmental media: air. land and water. The detailed annual cost estimates per residential
unit for each of these categories. as shown on Table 10-1. include annual wasterwater user charges
plus other costs. The estimated other localized pollution costs include: tiresoil disposal fees. smog
check and related emissions repairs. drinking Water reatment and solid waste d)sposal and are about
$360 per household for the Southern California area.

These 10tal costs are then added 1o the estimated annual wastewater user charge o arrive at a total
estimated annual localized poltution control cost per household. When this total localized amount
of $354 is added 10 the incremental cost of storm waler treaunent. it represents the total amount that

a household is estimated 1o pay for pollution control on an a.nnual basis if the full siorm water

Lrealment System was implemented.

The cost estimates for the air catcgory include costs related o meeting the requirements. for
automobile smog check. smog cenificate, and related emissions repairs every two vears. These costs
were derived based on estimates recejved from the California Bureau of Automotive Repairs (BAR)
and then annualized on a per household basis. Smog activity is reviewed statewide each month by
BAR. Table 10-2 summarizes the emissions related repair costs from July 1997 through March 1998
plus other smog conrrol related costs. The annualized amount was calculated based on the California
regulation that automobiles must pass smog cenification every two years.

The land category includes costs related 1o solid waste disposal. as well as those for automobile oil
and waste tires. The estimates for solid waste in dollars per houschold were presented in the EPA
study. The costs for tire and oil disposal were derived based on estimates provided by the Integrated
Waste Management Board of California. The calculations used in the analysis are referenced on

Table 10-1.

The water category includes those costs related 1o the treatment of drinking water and user fées for
wastewater, The costs for the treatment of drinking water were calculated based on the Southern
California Metropolitan Water District’s (MWD) price schedule for arcas within their jurisdiction.
A summary of these water weatment costs is shown on Table 10-3. The estimated annual wastewater
costs were based on the California Environmental Protection Agency's repon, asxc ater Ulser

Charge Survey Repon, Fiscal Year 1997-98.

103  Pollution Control Cost Estimates Based on EPA Study

This approach utilizes a 1990 study by the EPA, Envitonmental Investmenis: The Cost of a Clean
Environment, which estimates the direct costs of public and private pollution contrel activities in the
United States. Although this report was prepared in 1990, it represents an extensive analysis of
environmental costs by economic sector and environmental medium. The study also includes a
projection to the year 2000 of what EPA cstimated at the time to be the cost of full compliance with
existing regulations. According to the rcport, overall there is expected to be a significant increase
in the real costs of pollution control on local government which will require significant additional

" capital investmenis and increases in rates charged 10 customers for expanded environmental services.
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Tabie 10-2
Financial and Economic Impacts of Storm Water Treatment
Statowide Summary of Emissions Related Repair Costs Per Vehicie
) Los Angeles Arsa

Average Annualized
Number of Cost Per Average
Month “Vehicles - ‘Vehicle Cost’

Vehicle Repair Costs Mar-98 31,803 §$117
Feb-98 33791 111
Jan98 37484 111
Doc-97 34,447 105
Nov-97 35480 106
Oct-97 41,312 105
Sep-97 39,881 110
Aug-97 41376 107
Juk97 . 43316 3109

338,880 3109 - §55
Annusl Average
Estimated Inspediion Fee $14
Annual Average Estimated .
Smog Certificate Fee 35
Total Annual Average $74

Estimated Emissions

Source: Staniey R. Hoftman Associetes, inc,
Cakforria Stata Bursey of Atomotive Rapesrs

¥ A Smog check B peaiamed 10 be conducied once evary two yean

Naots: incluces only costs feisted o Mepess fequined 10 peas
smog check cartificetion, As of Merch 158, repes coets
879 o nger reportsd to the BAR. Costs are Borly

to increese becausa of the Diw NequTeMents o cortrol NO,
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. Table 103
Financial and Economic Impacts of Storm Water Treatment
Watsr Treatment Costs
Los Angales Arsa

MWD
Swivice Area

Estimated Existing Water Treatment Costs 981§

Watsr Rates ($ Per acre foot)

Basic Trested Water’ ' $431
Basic Untreated Water $349
Cost of Water Treatment 382

Estimated Futura Water Treatment Costs

Treatmeant costs (§ Per acre foot)

Oxidation Retrofit Program' . 325
Other Tresiment Technologies? 3180
Estimated Annual Cost Per Acre foot $287

Estimated Annual Per Household Costs

Annuas! Water Usage ($ Per acre oot) 0.50
Estimated Water Trestment Cost ) $144

Notes: 1. This program is currently underway by MWD and will include ozone treatment of water
at 350 per acrs foot. It ia a3sumed that 50 % of the area would incur this cost,
or an aversge of $25 per acre foot,

2. Advanced lschnologiea for ground water trestment sre mors expensive and avarage

about $360 per acre fool. It is assumed that 50 % of the MWD service area would incur this
ocost, or $180 per acre looL

Souroe: Stanley R Holtman Aasociates, Inc,
Metropolitsn Water District of Southern Cali{fomia, 1558,
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10.3.1 Overall Costs of Environmental Protection

Based on the EPA study. the estimated future annual cost of pollution controls per household in 1998
dollars would be about $337. These costs are shown in detail on Tables 10-4 and 10-5 and would
likely be: higher if the effects of more recent pollution control legislation were included. The
estimated costs include pollution abatement. control and prevention expenditures. Only the direct
costs associated with implementing co’m‘rol measures and compliance activities are included in the

analysis.

The repon presents data on environmental pollution control costs from 1972 through 1987 and
projects those costs for each vear through 2000 under various assumptions related to full compliance
with existing regulations. The report presents the results in a variety of ways including by type of
cost (capital. operating. etc.). by medium (Jand. air, water). by program and by economic sector
which directly bears the cost of the control (public versus private). The report is based upon surveys
of spending conducted by the Depantment of Commerce, EPA Regulatory Impact Analyses and an
carlier EPA study. Munici AN vi i

Municipalities (September 1988).

The EPA study found that in the vear 2000, 10tal annualized costs for all pollution control activities
in the nation would likely be in the range of $171 billion to $185 billion (in constant 1990 dollars).
These costs would represent 2.6 to 2.8 percent of Gross National Product.

The largest share of pollution control costs — 61 pereent - s directly borne by the private sector. The
sccond largest share — 23 percent — is directly borne by local governments. Local government costs
relate mostly 10 wastewater, drinking water, sewage sludge and solid waste. According 10 the repont,
*...it is projected that over the next severa) years real pollution control burdens on municipalities
will increase dramatically and result in large increascs in the fees charged to consumers for locally-
provided environmental services.”

10.3.2 Estimated Costs per Houschold

While the EPA report provides a comprehensive analysis of pollution control costs and does estimate
which sector initially bears the costs, it does not atiempt to estimate how much of these costs are
ultimately passed on 1o houscholds, businesses, and other entities. However, the Municipal Sector
Stwdy found that houscholds in smaller communities will pay an aversge of 0.7 percent of their
incomes for environmental services while those in larger communities will pay on average 0.5

percent.

Tables 10-4 and 10-5 show sclected annualized cost estimates for mobile source and other selected
pollution control programs. This is derived from the EPA report, when combined, results in an
estimated cost of $537 per houschold. The cost estimates in Table 10-4 were projected by the EPA
as local govemment's share in the year 2000. This assumes full compliance with national standards
for water quality point sources, drinking water and solid waste.
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Source:

Table 104
Financial and Economic Impacts of Storm Wator Treatment
Annualized Environmental Control Costs in the Year 2000
Selected Programs - Local Governmant Portion'

: Cost per

o In Millions of | In Millions of |Household in

Area 1988 Dollars? | 1998 Dollars | 1998 Dollars

Water Quality-Point Sources $16,589 $23,888 $232
Drinking Water 5,079 7.314 71
Solld Waste : 9,681 13,941 135
Total Walter & Solid Waste 31,340 45,143 438
Totel Households (thousands) 103.058
Estimated Costs per household ) $438

. CPI LA-Ana-Riv:All items - All Urban Consumers

Change 1986-1898 1.44

Stanley R. Hofiman Assodiates, Inc.
EPA, Environmental Investments, 1990; US Census Bureau

. Air quality regulation costa for iocal governments were not included as part of-this study
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. ! Tabie 10-5
’ Financial and Economic impacts of Storm Water Treatmant
Annualized Environmentat Control Costs in the Year 2000
' Mobile Sources Air Poliution

Cost per.
In Millions of | In Millions of |Househoid in
Area 1986 Dollars'| 1998 Dollars | 1998 Dollars
Capital Costs ~ - ‘ 510,786 = $15,532 $151
Operating Costs ) $3.354 $4,830 $47
Total $14,140 $20.362 $198
Estimated Household Allocation’ $7.070 $10,181 $99
Total Households (thousands) 103.058
E_slimated Costs per household 599
' CPi LA-Ana-Riv:AN lterms - AR Urban Consumans
Change 1985-1988 O 144
? Assumed sliocation to WI n S0%
Sourcs: Suniey R. Hoftman Associstes, Inc.
€=‘~ y EPA. Environmental invastments, 1980; US Cenaus Buresu
L]
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( A Table 10-3 presents cstimated air pollution control casts for mobile sources. The EPA study
S annualized .the estimaied capital costs using 2 7 percent annual amortization rate for capital
expenditures and combined them with annual operations and maintenance costs. The first data
column shows the cost estimates in 1986 dollars. The second data column convens the cost estimates
to 1998 dollars using an adjustment based on the Consumer Price Index. The third column shows
the cost per household based on the Census Bureau’s forecast of households for 2000 (Series 21 of
approximately 103:1 million.

Cost estimates are presented for the three programs with the larpest local government financial
responsibility. In order to avoid double counting with the incremental storm water treatment cost
estimates. EPA estimated noni-point source water quality contro} costs were not included in the wible.
No anemnpt was made by EPA 1o estimate cither how much of these costs would be passed back to
the consumers of municipally provided environmental services in the form of periodic fees or how
much of such fees would be borne by houscholds; businesses and other entities. Such user fees are
common for wastewater treatment, drinking water supply and solid waste collection and disposal.
Conversely. no anempt was made 1o include the costs of private providers of the same services.
Some drinking water and solid waste collection and disposal services. for example. are provided by
private companies who charge user fees in the same manner as municipal providers.

The total annual local cost for local government programs in the year 2000 is projected at about
£45.1 billion as shown on Table 10-4. This would be the equivalent of 3438 per household based on
the Census Bureau's projection of 103.058 million households. The total annual cost of mobile
source air polluuon controls is shown on Table 10-5 and is projected to be $10.18 billion. Assuming
one half of this is for commercial vehicles and the other half is for vehicles owned by houscholds.
then the average annual cost per houschold is estimated at $99. This is considered a conservative
" assumption since slightly less than one third of the total registered vehicles in California are
commercial. When these two estimates are combined, a total cost per household of $537 results.
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" SECTION 11

EVALUATION OF FINANCIAL IMPACTS

This section discusses the findings of potential financial and'cconomic impacts on the Los
Angeles NPDES Permut Area. The EPA Municipal Screener methodology and other selected
socioeconomic indicators are used in this evaluation. A set of summary indicalors are presented in
Table 11-1 for the rwo scenarios: 1) Full retrofit treatment: 2) Retrofit expenditures limted by the
Preliminary and Secondary Screener. The cost of full storm water treatment is first evaluated -
followed by an evaluation of costs as limited by the Secondary Screener test.

11.1  Widespread Impacts

The financial and economic inpacts are first evaluated for the cost of full storm water retrofit
treatment. Based on the EPA methodology and other economic indicators presented below, the
economic impacts are judged to be both substantial and widespread for the full system storm water
treatment costs as summarized on Table 11-2. .

11.1.1 Property Tax Impacts

One measure of financial feasibility is the estinated impact on the preperty tax rate. The property
tax rate for a single-family unit is cstimated to increase by about 0.87 percentage points for the full
system as shown previously on Table 9-1. When added 1o the median base property tax of 1.19
percent, this results in a total property tax of 2.06 percent, an increase of about 73 percent in the
annual property tax bill. Given the current economic climate in California. this estimated total rate
of 2.06 percent is clearly more than is likely to be absorbed by local single family houscholds alone.

" For multi-family units. the estimated increase of 0.67 percentage points would also represent a

sizable increase if translated into a potential rental pass through.

11.1.2 Sales Tax Impacts

To coﬁlpa.rc the annualized storm water treatment costs to other economic indicators, a hypothetical
increase in the sales current tax rate of 8.25 percent was estimated in lieu of increasing the property
tax for the cost of full treatment. For the cost of full treatment, the szles 1ax increase was estimated
at about 6.0 percentage points. This impact, on top of the current rate, is judged 10 be both
widespread and probably far higher than most houscholds would consider acceptable. °

11.13 Land Requirement and Displacement Impacts

Treatnent facilities for storm water runoff are land intensive. The land acrcage and cost
requircments for the full system are about 13,950 acres and $6.1 billion, requiring multiple reament
plants per drainage basin. The land cost estimate was included in the full treatment costs of $53.6
billion. About 67 percent of this acreage would be required for treatment Level 1 with the remaining
33 percent for weatment Level 2, While marginal or vacant parcels would be initially sought, this
still would require potential displacement of many houscholds and businesses in addition to
relocation and land costs. :
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Table 11-2
" Financial and Economic impacts of Stonm Water Treatment
Assessment of Substantial impacts Matrix
Los Angeles NPDES Area

Secondary' Municlpal Preliminary Scresner*!
Score
[[_Level of Adverse Impact —> ]
Less than Betwean Greater than
Waak 1.0% 10%-2.0% 2.0%
Less than 1.5
Between 1.5 and 2.5 Mid-Rangs X

Greater than 2.5

Strong

Source: Stanley R. Hoffan Assodaies, Inc.
SNy Economic Guidance for Water Quality Standards Workbook,
‘__ . U.S. Environmental Proteccon Agency

1. The Secondary Score represents a weighted average based on a number of
" economic criteria described in the text. :

2. The Municipal Preliminary Screener represents a percentage of median
housshold income.

3, Shaded area denotes where substantial impacis are estimated to occur
according to the EPA Preliminary and Secondary Municipal Screeners.
The combined score {or the Los Angeles NPDES ares results
in substantial impacis as shown in the figure by the "X.*
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11.1.4 Employment Impacts

The Los Angeles area economy has been recovenng from the deep recession of the early 1990s when
the total County economy lost more than 400.000 jobs. The County is currently on a recovery path.
The additional costs per household and per business would likely slow economic growth and cause
some businesses to relocate or expand elsewhere. Agamn. while specific estimates of impacts are not
made, the burden of additional costs of a substanual nature is viewed as widespread because the
poiential reatment plants would be distributed throughout the Los Angeles drainage areas. Since

specific locations are not identified. these displacement impacts are not quantified as part of this -

study. .

Employment trends for Los Angeles County are summarized in Table 11.3 based on esumated
projections from 1994 to 2000 from the Southern California Association of Governments (SCAG).
According 1o these projections, the overall County employment is growing al an average annual rate
of about 1.4 percent. »

As was indicated earlicr. the average houschold share of the financing burden would amount to about
a 73 percent incrgase of annual property taxes for a single family unit. For many houscholds. this
increase would cause a significant reduction in their consumption and savings poteritial. Over time,
landowners would pass forward these tax increases in the form of higher rents which would result
in consumption Teduction. Such potential widespread reduced consumption among houscholds

would likely cause loss of retail and other local serving jobs.

Based on the EPA methodologZy and the other economic indicators presented. the cconamic impacts
arc judged to be both substantial and widespread for the full system storm water treatment COSts.

11.1.5 Impacts on Outstanding Local Debt

According to California Municipal Statistics, Inc.. there is an estimated $11.6 billion of outstanding -
local public debt in Los Angeles County. The estimated cost of $53.6 billion for full storm water
treatment represents almost a fivefold increase in existing debt. This level of debt increase would
be not only considered extremely large but would foreclose capital funding for other non-storm
water projecits.

11.2  Costs Limited by EPA Screeners

When the estimated costs of storm water treatment arc limited by the EPA Preliminary and
Secondary Municipal Screeners, this results in an estimated fundable capital cost of about $5.3
billion. This is based on a cost of $149 per houschold calculated by taking the estimated Seccondary
Screcner armount of 1.6 percent of median houschold income (343,916) or $703 per household and
reducing it by the estimated existing and future non-storm water pollution control costs of $554 per
houschold. While this amount is estimated 10 be affordable based on the EPA Preliminary and
Secondary Screener methodology, it is likely that it would still be considered 100 high if directly
charged to most houscholds on an annual basis over the bond period of 20 years or longer.
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Table 113 .
Financisl and Economic Impacts of Storm Water Trestment
Employment Trends for Los Angeles County NPDES Permit Ares: 1994 - 2000

1994 to 2000 ]
Average |
i Numerical | Percent Annusl |
Basin/Asea 1954 1998 2000 Change Change Change
Dominguez - 302,572 318,728 328,667 26,086 8 6% 14%
LA River 2465071 2.612,887 2,650,087 225,018 8.1% 1.5%
Malibu 34,884 41,554 48,346 10.462 30.0% 4.5%
San Gabriel 611,803 655,842 675,037 67,234 11.0% 1.8%
Sants Clara 53,358 65,018 71.744 18,348 J4.4% 5.0%
Sants Monica Bay 700022  7048%6 713013 12,991 19% Q%
Total 4,167,760 4,403,684 4,527,893 380,133 8.6% 1.4%
Sources: Stantey R Hoftman Aasocisten, Inc .
Southemn Cairfoirus Assocamion of Go Regrons! Samtistical Ares Projections, 1984,
r
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