10.A.

TOWN OF
ARIZONA
TO: HONORABLE MAYOR AND TOWN COUNCIL
THROUGH: BRUCE GARDNER, TOWN MANAGER
FROM: SCOTT MCCARTY, DEPUTY TOWN MANAGER / CHIEF FINANCIAL OFFICER

DISCUSSION AND POSSIBLE APPROVAL OF THE 60-DAY NOTICE OF INTENTION
SETTING THE TIME (6:30 P.M.) AND THE DATE (DECEMBER 3, 2025) FOR THE
RE: PUBLIC HEARING TO INCREASE WASTEWATER CAPACITY FEES

DATE: October 1, 2025

Suggested Action:

Move to approve the 60-day Notice of Intention settingthe time (6:30 p.m.) and date (December3,
2025) for the publichearing to increase wastewater capacity fees.

Relevant Council Goal(s):

e Effective Government: KRA Financial Stability

Discussion:

Wastewater capacity fees are one-time fees chargedto new construction intended to offset the cost
of infrastructure improvementsrelated to growth. The accurate assessmentof these feesis critical to
the Town’s financial sustainability by ensuring costs are fairly paid by new residents and businesses.

Wastewater capacity fees were lastupdated in 2019. The expansion of the existing wastewater
treatment plantis the main reason the feesare increasing. The current facilityis at capacity and a two
million gallon perday expansionis required to meet growth projections over the nextten years — the
planning period use to set the fee. The feesare beingcalculated to pay $73.2M for the growth portion
of new infrastructure (plantexpansion) overthe nextten years ($101.4M of projects lessa $28.2M
beginning cash balance).

The attached presentation details the recommendation to increase wastewater capacity fees.

In order to increase wastewater capacity fees, the Town must follow a two-step process as required
under state law. Step one is the requirementto provide a written public notice for 60 days regarding
the intentto increase feesand include data that supports the proposed fee increase. Attachedis a
draft report (prepared by the consulting firm DTA) supporting the fee increase. If the Notice of
Intentionisapproved at this Town Council meeting, a copy of the notice will be posted on the Town’s



website and provided on the Town’s social mediachannelsfor 60 days, and publishedinthe
newspapernot lessthan 20 days before the publichearing date.

Step two isthe requirementto conduct a publichearing to increase the fee after the 60-day notice
period. The publichearing is scheduled for December 3, 2025, at 6:30 pm, at which time the Town
Council will be asked to approve a resolutionincreasingthe fees. If approved, the new fees will be
effective January 5, 2026.

This proposed calendar is shown below.

Date Activity
October 1 Town Council Meeting Possible Approval of 60-Day Notice of
Intentionto Increase Wastewater Capacity
Feesand Set the PublicHearing to Increase
Feesfor December 3, 2025, 6:30pm

October 2 to November 30 60-Day Notice Period

December3 Town Council Meeting PublicHearing and Possible Adoption of a
Resolution Increasing Wastewater Capacity
Fees Effective January 5, 2026

December4 — January 2 30-Day Waiting Period for Effective Date of
Resolution
January 5, 2026 Effective Date of New Fees
Fiscal Impact:

Over the next 10 years (the planning period for the wastewater capacity fee), the new fees will pay for
the $73.2M of growth-related infrastructure. The single-family home fee will increase from $2,901 to
$6,144. Recommended changes in the methodology used to calculate feesfor multi-family,
commercial, and industrial, may resultin significantincreases, as compared to current method used.
These changes are identified inthe report and presentation.

Total infrastructure needed overthe next 10 years totals $138.2M. $73.2M (73%) will be paid by
capacity feesforthe growth-related portionand $36.8M (27%) will be paid by the Town’s Wastewater
Operating Fund for the non-growth portion of infrastructure.

Alternatives:

The calculation isrequired to meet the legal standard of “fair and reasonable”. Any deviationfrom
the report’srecommendations would require a re-assessment of the fee calculation.

Attachment(s):

1. Notice of Intention: Wastewater Capacity Fee Increase

2. Draft Wastewater Capacity Fee Study (September 18, 2025)




3. Presentation



