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“A safe place to raise a family, an ideal location for business,
and a premier place to live.”




Overview

* Background

* Alternative Revenue Sources
* CIP Reduction Scenarios

* Reduced Rate Scenarios

* Anticipated Bill Impacts

* Financing Options

* Next Steps

Chico maintains ~288 miles of pipe
(Chico to Monterey)
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Sewer Fund Financial Condition
Key Challenges

Inadequate
development
impact fees fo
previous loan

payments

Deferred
maintenance Volumetric
and regulatory based rates
compliance

Construction Customer non- Insufficient
cost escalation payment reserves

Catch up
and
Establish sustainable rate moving forward
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BOD, 155 "
STANDARD CLASSIFICATIONS =
(Ppm) (Ppm)
Residential
(average varies depending on average water 175 to 250 175 to 250 i
usage per capita)
Auto Steam Cleaning 1,150 1,250
Bakery, wholesale 1,000 600
Bars without dining facilities 200 200
Car Wash 20 150 - S
Department and Retail Store 150 150 e : 2 4
Hospital and Convalescent 250 100 e - PR
Hotel with dining facilities 500 600 @ s
Hotel/Motel without dining 310 120 Water Boards ft |
Industrial Laundry 670 680 ey - a
Laundromat 150 110 Revenue Program
Laundry, commercial 450 240 Guidelines
Market with garbage grinders 800 800
Mortuary 800 800 Strength
Professional Office 130 80 Characteristics
Repair Shop and Service Station 180 280
Restaurant 1,000 600
School and College 130 100 %

OUICE A Wale esource oJaliqe



Alternative Revenue Sources
Recycled Water

Infrastructure Water quality

WPCg - Water reliability
Upgra es

A




Alternative Revenue Sources
Recycled Water

Delivery

Infrastructure -




Capital Improvement Plan
Presented at the March 17, 2026 Council Meeting

Low (Original) Risk CIP Scenario — Option 1
(8134.5 M 5-year CIP)

City of Chico ,
Strategic Planning and Facility Rate Review
Support

WPCP Strategic Planning Report

CITY of CHICO



Capital Improvement Plan
Reduced 5-Year CIP Scenarios

Low (Original) Moderate Significant

$134.5M S105M S81M
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Moderate Risk CIP Scenario — Option 4a, 4b, and 4c
(S105M 5-year CIP)
Project Driver Project 5-Year Reduction

Pond Lining Project

S48M to $34M

Regulatory
Driven
Remove Abandoned Outfall S2.7M to SO
2027
. | . S$4.2M to SO
Condition Sewer Pipe Replacement Project
Driven 2028 — 2032 $21.6M to $16.2M
Sewer Pipe Replacement Projects (55.4M reduction)
Capacity . o S4.3M to $2.15M
_ SSMP Existing User Contribution ,
Driven (52.15M reduction)
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Project Driver Project 5-Year Reduction
Regulatory Pond Lining Project S48M to $34M
Driven
Remove Abandoned Outfall S2.7M to SO
2027
. . S4.2M to SO
Sewer Pipe Replacement Project
Condition 2028 — 2032 $§21.6M to $10.8M
Driven Sewer Pipe Replacement Projects (510.8M reduction)
, S$34.4M to $17.2M
WPCP Projects >S1M _
(S17.2M reduction)
Capacity Driven SSMP Existing User Contribution S4.3M to SO




Financing Options

\_

Option 1

Cash Funded

Low Risk

e Large increase Year 1, small
increases moving forward




Financing Options

Moderate Increase Significant
Risk schedule Risk

Large year 1,

Option 4a

Option 5a

small years 2-5

Option 4b e Option 5b

small years 3-5

. Moderate year 1-2, .
Option 4c smalyeas 35 Option 5¢
ebt Financing
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Debt Financing Options

Loan .
Interest Annual Debt Total Interest Paid

Option Loan Amount Rate Term Service Over Loan Term
(Years)

4c S30M 4% A $2,395,712 $15,355,730

5¢C S30M 4% A $2,395,712 $15,355,730

CITY ¢f CHICO
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~$750,000 in interest annually
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) Rate
Risk Obtion |Financin FY FY FY FY FY |5-Year Cumulative Changes**
P 9 2027 | 2028 | 2029 | 2030 | 2031 |Revenue Increase 9
FY 32-37
LOW 0 0 0 0 (o) (o) 0 (o)
. 1 Cash 180% 3% 3% 3% 3% 215.1% 3%-5%
(Original)
4a Cash 130% 3% 3% 3% 3% 158.9% 5%-10%
Moderate 4b Cash 55% 55% 3% 3% 3% 162.5% 5%-10%
ep
4 ..o ..o .o .o .o 4 ..o .o ..o
$30
Ba Cash 95% 3% 3% 3% 3% 119.5% 25%-50%
q 5 5b Cash 45% 45% 3% 3% 3% 129.7% 25%-50%
Dep
/] . 0 0 O 0 0 0 0 0 0 0 . ° 0 0
$30
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Risk Obtion |Financin FY FY FY FY FY |[5-Year Cumulative Changes**
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/ "'.' 0% 0% % % % 145.9% %-10%
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..... 40% o o o Yo 106.5%
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risk | ootion |Financinal FY FY FY FY FY |5-Year Cumulative Ch::tzs**
P 9 2027 | 2028 | 2029 | 2030 | 2031 |Revenue Increase 9
FY 32-37
LOW 0 (0] (0] (0] (0] (0] (0] 0
Original) 1 Cash | 180% | 3% 3% 3% | 3% 215.1% 3%-5%
4a Cash | 130% | 3% 3% 3% | 3% 158.9% 5%-10%
Moderate 4b Cash 55% 55% 3% 3% 3% 162.5% 5%-10%
Debt 0 0 0 0 (o) (o) (o) o
4c G3om) | 0% | 50% | 3% 3% | 3% 145.9% 5%-10%
5a Cash | 95% | 3% 3% 3% | 3% 119.5% 25%-50%
anifica 5b Cash | 45% | 45% | 3% 3% | 3% 129.7% 25%-50%
Debt o 0 0 0 (o) (o) (0] (0]
5¢ G30M) | 40% | 35% | 3% 3% | 3% 106.5% 25%-50%
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Anticipated Bill Impacts

Option Existing Bill Proposed Bill Proposed Bill Proposed Bill Proposed Bill Proposed Bill

2027 2028 2029 2030 2031

$37.83 $68.46 $70.52 $72.62 $74.83
$37.83 $50.97 $73.89 $76.09 $78.40

$37.83 $49.18 $66.40 $68.39 $70.43
Risk: Significant rate increases are likely in 2032-2037.

*Customer bill impact will vary Monthly Usage CITY of CHICO
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Option 4c
Debt Financed ($30M)

Monthly Usage Existing Bill Proposed Bill Proposed Bill Proposed Bill Proposed Bill Proposed Bill

hcf 2027 2028 2029 2030 2031

111.27 181.13 271.69 279.94 288.33 296.86
608.80 861.00 1,291.76 1,330.50 1,370.44 1,411.59
24234 430.19 645.66 664.87 685.15 705.75

1,592.25 2,632.62 3,950.77 4,067.89 4,190.75 4,315.66
ospital & Convalescent 550.21 913.50 1,370.89 1,411.64 1,454.39 1,497.86

otels w/o Dining 986.44 1,593.96 2,391.98 2,463.16 2,537.66 2,613.41
otels with Dining . 75.99 113.25 169.92 175.01 180.26 185.69
ndustrial Laundry 6,004.90 8,570.12 12,855.19 13,241.88 13,641.18 14,047.33
aundromat 431.56 730.99 1,097.05 1,129.73 1,164.10 1,199.04
arkets/Bakeries 989.40 1,388.75 2,083.12 2,145.34 2,209.50 2,275.59
152.10 208.18 312.33 321.66 331.28 341.19
179.81 251.91 377.86 389.19 400.86 412.90
299.69 419.84 629.76 648.64 668.11 688.16
853.51 1,195.71 1,793.57 1,847.33 1,902.77 1,959.88
261.06 450.57 676.22 696.61 717.35 739.17
86.09 137.68 206.51 212.70 219.00 225.58

*Customer bill impact will vary Monthly Usage

CITY ¢f CHICO



Option 4c
Debt Financed ($30M)

Monthly Usage Existing Bill Proposed Bill Proposed Bill Proposed Bill Proposed Bill Proposed Bill
hcf 2027 2028 2029

15.0 179.81 $

25.0

2030 2031
251.91 37786 $
299.69 $
71.2 853.51 §$

389.19 §$ 400.86 $ 412.90
629.76 $

648.64 $ 668.11 $ 688.16
1,793.57 $ 1,847.33 $ 1,902.77 $ 1,959.88

*Customer bill impact will vary Monthly Usage I

CITY ¢f CHICO

419.84
1,195.71
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Option 4c

Debt Financed ($30M)

Restaurant Accounts and Monthly Usage

Number of Accounts

<15 (15, 35] (35, 55] (55, 75] (75, 95] (95,115]  (115,135]  (135,155]  (155,175] (175, 185] > 185
Winter Water Consumption per Month (hcf)

Monthly Usage Existing Bill Proposed Bill Proposed Bill Proposed Bill Proposed Bill Proposed Bill
hcf 2027 2028 2029 2030 2031

15.0 179.81 $ 251.91 377.86 $ 389.19 $ 400.86 $ 412.90
25.0 29969 $ 419.84 629.76 $ 648.64 $ 668.11 $ 688.16
71.2 853.51 $ 1,195.71 1,793.57 $ 1,847.33 $ 1,902.77 $ 1,959.88

*Customer bill impact will vary Monthly Usage
*Number of accounts changes monthly CITY of CHICO




Option 4c
Debt Financed ($30M)

Restaurant Accounts and Monthly Usage
80

Number of Accounts

(15 35] (35, 55] (55, 75] (75, 95] (95,115]  (115,135]  (135,155]  (155,175] (175, 185] > 185
Winter Water Consumption per Month (hcf)

Monthly Usage Existing Bill Proposed Bill Proposed Bill Proposed Bill Proposed Bill Proposed Bill
hcf 2027 2028 2029 2030 2031

15.0 179.81 $ 251.91 37786 $ 389.19 $ 400.86 $ 412.90
299.69 $ 419.84 629.76 $ 648.64 $ 668.11 $ 688.16
853.51 $ 1,195.71 1,793.57 $ 1,847.33 $ 1,902.77 $ 1,959.88

*Customer bill impact will vary Monthly Usage
*Number of accounts changes monthly CITY of CHICO




.
Financing Options
|dentify All Potential Resources

Reserves Pay as Government

and Internal You Go Loans/Grants
Loans Financing

CITY ¢f CHICO




Limitations on Loan Sizes

Maximum Term

Structuring Flexibility

Timing from Start to
Funding Date

Prepayment without
Penalty?

Credit Rating Needed

Est. Interest Rates Based on
Current Market Conditions

Financing Options
SRF, IBank, WIFIA, Bonds

SRF Loan IBank Loan Publicly Offered
Revenue Bonds

S50M (Currently)

30 years
(After project
completion)

Level Debt Service
Only

Not without State
Approval

No

2.00% - 3.00%

S$65M (Currently)

30 years

Level Debt Service
Only

~4-6 months

Not for 10 years
(non-negotiable)

No (but helpful)

3.90% (20 Yr) — 4.50%

(30 Yr)

No dollar limit, but
cannot Fund >49% of
cost

40-year max (35-year
amortization)

Flexible (“Wrap
Around”)

Most flexible (prepay
starting year 1 after
construction)

Investment Grade
Required

4.75% (35-Year)

None; Only limited by
ability to pay debt
service

30 years
(sometimes 35 years)

Flexible (“Wrap
Around”)

~4 months

Usually 9-10 Years,
but shorter is viable

(negotiable)

Yes

4.00% (20 Yr) — 4.50%
(30 Yr)

Private Placement
Revenue Bonds

None; but typically
under $15-20M

20 years

Flexible (“Wrap
Around”)

~3 months

Most flexible

No (but helpful)

5.00% (20 Yr)

CITY ¢f CHICO
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Next Steps

June 2026 | October 2026 November 2026

City Council approve City Council adopt a New rates go into
rate schedule and resolution approving effect
initiate Prop 218 | new sewer rates

CITY ¢f CHICO




Staff Recommendation

-
f.r f'.' l zf

.,-,._..
‘— ‘b‘

Adopt a proposed sewer rate schedule.

Direct staff to initiate the Proposition 218 process, including
preparation and distribution of the public hearing notice.

= “'-

CITY ¢f CHICO




