City of Kelowna
Regular Council Meeting
AGENDA

Monday, April 28, 2025
9:30am
Council Chamber

City Hall, 1435 Water Street

Pages

1. Call to Order

2. Confirmation of Minutes 2-3

Regular AM Meeting - April 14, 2025
3. Reports

3.1 Stormwater Utility Principles for Implementation 30m 4-36

To consider principles for implementation to support the transition of stormwater
funding to a mix of user fees and taxation.

4. Resolution Closing the Meeting to the Public

THAT this meeting be closed to the public pursuant to Section 90(1) (e) (i) of
the Community Charter for Council to deal with matters relating to the following:

* Acquisition of Land

. Legal Advice
5. Adjourn to Closed Session
6. Reconvene to Open Session

7- Termination









Report to Council

City of
Kelowna

Date: April 28, 2025

To: Council

From: City Manager

Subject: Draft Stormwater Utility Principles for Implementation

Department: Utility Services

Recommendation:

THAT Council receives for information the Report from the Utility Services Department dated April 28,
2025, related to Draft Stormwater Utility Principles for Implementation;

AND THAT Council directs staff to prepare a finalized report on Stormwater Utility Principles for
Implementation and report back to Council with recommendations.

Purpose:

To consider principles for implementation to support the transition of stormwater funding to a mix of
user fees and taxation.

Council Priority Alignment:
Climate & Environment
Background:

In line with the City core value of “innovate to make things better”, staff are investigating a fit-for-
Kelowna solution that provides opportunities to incentivize property owners to better meet the City’'s
stormwater management goals. With around 80% of impervious (i.e., hard) surfaces in Kelowna on
private property, encouraging responsible stormwater practices among property owners would address
a critical gap in the City’s stormwater management efforts. Staff are looking at the creation of a
stormwater utility funding model to help facilitate some of these strategies.

The adoption of stormwater utilities by other Canadian cities demonstrates a viable path forward to
ensure a dedicated, non-property taxation revenue structure that is based on user impact to
stormwater management services. Funding stormwater on a utility basis provides flexibility to improve
our stormwater practices into the future.
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This strategy does not require new taxation. It is intended to be a shift from property tax, based on
assessed value, to user fees and credits based on a property’s impact on the stormwater system. This
initiative isn't just about addressing challenges, it's about creating a legacy of responsible stewardship
and resilience which is equitably assigned.

This multi-year project includes three phases that provide staff and Council multiple opportunities to
respond to community feedback before committing to any funding strategy changes. This report
outlines the results of Phase 2: Alignment with community values, with a look forward to Phase 3:
Implementation and change management.

On September 25, 2023 (Item 5.4), Council received a report from Utility Services outlining the
development of five drivers to be considered when examining any potential funding framework
changes. These drivers (Figure 1) were used to evaluate multiple stormwater utility rate structures in
search of a fit-for-Kelowna solution. Staff returned to Council on November 18, 2024 (Item 4.8), to
propose a preferred rate structure option based on public engagement feedback, the tiered-equivalent
rate structure. Feedback from Council during the same presentation resulted in the addition of “Full
Transparency” as a sixth decision-making driver for future phases.

Figure 1: Stormwater funding decision-making drivers
>~ Protect Okanagan Lake water quality

Provide predictable (Qj Promote good private
funding stormwater practices

Be fair and equitable to @ Be simple to implement

rate payers and administer

@ Full transparency

In addition, these drivers and the concept of a stormwater user fee align with the ongoing development
of the City’s Fees and Charges Policy recently presented to Council.

With clarification on the preferred rate structure option, Council directed staff to return in a workshop
format with Principles for Implementation.

Previous Council Resolution

Resolution Date
AND THAT, future public engagement on a potential stormwater utility be based | September 25,
on rate structure options 4 and 5 as presented in this Report. 2023

AND THAT Council direct staff to prepare principles for bylaw development that | November 18, 2024
align with the tiered equivalent rate structure option as presented in the report
from Utility Services dated November 18, 2024;



https://kelownapublishing.escribemeetings.com/Meeting.aspx?Id=fe6e4a1e-ca01-4993-99dc-f6caf08a9f90&Agenda=Agenda&lang=English
https://kelownapublishing.escribemeetings.com/Meeting.aspx?Id=efe1811a-dd74-4e3b-9c6b-c904a04ec1be&Agenda=Agenda&lang=English
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Discussion:

Transitioning from property tax-based funding to a user-fee model based on imperviousness aims to
establish a billing structure that aligns with the factors that contribute to stormwater runoff quantity
and quality. This approach aligns with Kelowna’s broader plans, such as the Water Security Plan. It also
introduces incentives for meaningful private property behaviour change. Draft principles for
consideration are outlined below. These principles can be used to guide actions and decisions during
the development and implementation of the proposed stormwater fee structure.

1.

A Kelowna-specific vision for stormwater management can drive change for Water
Security: Moving to a stormwater user-fee model provides a means of empowering and
incentivizing property owners to better meet the City’s unique stormwater management needs,
supporting a culture and legacy of responsible water resource protection.

Incentive programs should be attractive and focus on stormwater quality: A well-structured
credit program empowers property owners to mitigate stormwater impacts and aligns with
broader Water Security goals.

Ensure billing classes align with concepts of fairness and equity: Finalizing property
classifications to ensure contributions reflect actual stormwater impacts.

Impacts to tax-exempt properties should be considered: Developing tailored exemptions,
credits, or phased implementation plans for agricultural and tax-exempt properties ensures
balance while encouraging best practices.

Streamline administration to reduce resourcing requirements: Integrating stormwater fees
into existing systems reduces administrative complexity, leveraging automation for efficiency.

Conclusion:

Staff have prepared draft Stormwater Utility Principles for Implementation. These principles align with
multiple Council and corporate objectives, with especially strong alignment with the Water Security
Plan. Should Council wish to proceed, staff will prepare a finalized report on Stormwater Utility
Principles for Implementation and report back to Council with recommendations.

Internal Circulation:
Communications
Financial Planning
Revenue

Considerations applicable to this report:

Legal/Statutory Authority:

The user-fee model outlined in previous reports to Council is the best funding option if the fee is to be
based on impermeable area and implement a supporting credit system. Financial incentives to support
effective stormwater management on private property cannot be readily used with property tax
funding.
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Consultation and Engagement:

Should Council wish to continue with Phase 3 (Implementation and Change Management), targeted
engagement with industrial, commercial, institutional, higher density residential, agricultural, and tax-
exempt property owners/interest groups will occur. The objective of this engagement will be to inform
the development of the planned credit and incentive programs and consider implementation strategies
that will lessen impacts to tax exempt and agricultural properties. This engagement would occur after
staff brings back the Report on Stormwater Utility Principles for Implementation.

Communications Comments:

Should Council resolve to adopt the final Stormwater Utility Principles for Implementation, the Get
Involved Kelowna project webpage will be updated to include these principles and outline next steps.
The existing Get Involved Kelowna webpage will also be used to host resources for the targeted
engagement in Phase 3.

Financial/Budgetary Considerations:
Should staff return with a finalized report on Stormwater Utility Principles for Implementation, staff will
recommend approving phase 3 budget, at that time.

To support the administration of the stormwater user fee and credit program, annual administration
costs are estimated at $200K. If Council proceeds with implementation, these ongoing costs would be
introduced in the Preliminary 2026 Financial Plan.

The City plans to offer financial incentives, such as credits, to properties that reduce their impact on the
stormwater system. To offset the revenue loss from the credit program an additional long-term budget
item will be required once implemented. This budget will be equivalent to approximately 10% of annual
revenue and funded by stormwater fees.

If Council proceeds with implementation, there will still be years where stormwater fee revenues would
be assisted by general taxation. This tax assistance will reduce the necessity for large reserves and
smooth out periods of increased capital costs when large, transformative stormwater management and
flood protection projects occur (e.g., Mill-to-Mission Creek Diversion upgrades completed in 2024).

Considerations not applicable to this report:
Legal/Statutory Procedural Requirements:

Existing Policy:
Submitted by: J. Hager, Design Technician
Reviewed by: K. Van Vliet, Manager, Utility Services

Approved for inclusion: M. Logan, General Manager, Infrastructure
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Water Security Plan

Principle 3: “"Stormwater is
effectively managed without
negatively impacting riparian
areas, infrastructure, property,
or Okanagan Lake.”

Principle 4: “The community is
resilient to lake and creek
flooding.”

WATER
SUPPLY

h‘:,AA :IE:I&:;E{';‘ : ENVIRONMENTAL
FLOW NEEDS

WATER
SECURITY

SOURCE STORMWATER
WATER - MANAGEMENT

PROTECTION 2 & FLOOD
PROTECTION

The six water sectors outlined in the City’s Water Security Plan

Cityof{ }Kelowna



ROADMAP TO EFFECTIV STORMWAT R
MANAGEMENT AND FLOOD PROTECTI

EMPOWER
Empower property ownersl
with an incentive-based

CONTINUOUS
IMPROVEMENT
THROUGH ASSET
MANAGEMEN
Leverage asset
management plans
achieve sustainable
ervice delivery

SHARED VALUES

Okanagan Lake and ‘] LEVEL OF SERVICE
its tributaries are I The City's stormwater
shared water | management and flood

resources | protection LOS is one of

| continuous improvement. mana

GULATE AND
MANAGE

10



genda

* Background and process
* Draft guiding principles
* Implementation timeline

* How will we communicate?

* Financial/budgetary considerations

* Conclusion & next steps
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; Purpose

To facilitate a Council workshop on principles for implementation
to support the transition of stormwater funding to a mix of user
fees and taxation.
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Phased approach

Phase 1 Budget Phase 1 - Public engagement Draft Principles for Phase 3 -
approval How do we fund? and detailed analysis Implementation Implementation

Consultant
selected

Phase 1 - Phase 2 — Report Finalize Principles for
Report to Council to Council Implementation

Phase 2

-
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Imperviousness

80% OF IMPERVIOUS
AREAS INTHECITY ARE
ON PRIVATE PROPERTY

¢ ' Focus of the
proposed credit

, . program
Rural Suburban Fully urbanized

Southeast Kettle Valley Midtown Urban

Kelowna Centre

KeI(:JL\lIlna

City of &



Decision-making drivers

>~ Protect Okanagan Lake water quality

Provide predictable (Q) Promote good private
funding stormwater practices

Be fair and equitable to @ Be simple to implement

rate payers and administer

@ Full transparency

"“This is about how we fund, not what we fund.”

Keldwna
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Lessons from other municipalities

The dedicated stormwater utility fee has helped create significant
improvements to flood protection and asset management
programs for stormwater infrastructure.

-Saskatoon, SK
Greatest benefits include consistent, predictable and dedicated
funding for drainage projects.
-Surrey, BC

Enables long-term strategic funding capital objectives,
and the shift to proactive O&M practices, enhancing
customer service.

- Kitchener, ON



Stormwater rate structure options

Drivers

- ICI 2 and large
residential g Protect Promote

Funding Model Residential G multi-res ® Okanagan good priv_ate
Lake SW practices

Stormwater Single Family

Predictable Fair and Simple to

funding equitable administer Transparent

Average residential impervious
area

EQUIVALENT

. Measured
Average SFU ¢ Average multi- impervious area
PROPORTIONAL | . . res impervious .
impervious area area and credit
program

R S

TIERED- Small, medium, and large tiers ‘
EQUIVALENT based on impervious area

21Cl: Industrial, commercial and institutional land uses. ® Multi-res includes lots and stratas with > 6 units. ¢ SFU: Single-family unit

ADDED TO ADDRESS COMMUNITY FEEDBACK —

City of *’: -.::3 Kelowna



W This is a tax shift

» Property owners have always
contributed to funding stormwater
management services through general
taxation.

» A shift to a stormwater user fee allows
for structural change, even without
additional overall user cost.

» Current annual revenue of $4.1M for
core business, including operations
and renewal.

» Annual financial needs beyond $4.12M
continue to be covered by taxation —
Partial cost recovery?

a Partial cost recovery from the draft Council policy on Fees and Charges.



* Group into 3 tiers based on
Impervious area:

* Small - <234 m?
* Medium - standard-sized
* Large - =474 m?

* Accounts for 83% of parcels

12 Values are from November 2024

Properties with 6 or fewer units

Large low density residential

Category Medium low density residential

Impervious area 323 m? 561 m?
Assessed value $1,793,000 $4,176,000
Residential units 1 4

Current tax/reserves | $66 ($66/unit) $230 ($58/unit)
Tiered-Eq. rate $58 ($58/unit) $99 ($25/unit)

City of {: }‘ KeloWna
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* Fees based on actual
site imperviousness.

* Target of the credit
program.

e 16% of lots account for

60% of imperviousness.

ICl: Industrial, Commercial, and Institutional
Values are from November 2024

|/C/l and higher-density residential

Category Industrial Mixed use
Impervious area 18,150 m? 2,045 m?
Assessed value $15,803,000 $75,210,000
Residential units 0 60

Current tax/reserves | $2,142 $4,453 ($74/unit)
ICl rate $2,957 $333 ($6/unit)

City of &

20
Kelowna



; Draft principles for implementation

1. A Kelowna-specific vision for stormwater management can
drive change for Water Security.

2. Incentive programs should be attractive and focus on
stormwater quality.

3. Ensure billing classes align with concepts of fairness and equity.
4. Impacts to tax-exempt properties should be considered.

5. Streamline administration to reduce resourcing requirements.

Pt
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1. A Kelowna-specific vision for stormwater management can drive change for
Water Security.

Moving to a stormwater user-fee model provides a means of empowering and incentivizing property owners
to better meet the City’s unique stormwater management needs, supporting a culture and legacy of

responsible water resource protection.

Protect




1. A Kelowna-specific vision for stormwater management can drive change for
Water Security.

* As urban growth accelerates, so do its
effects on our water resources.

* A dedicated, predictable funding source
builds stability, and supports consistent
progress, even without extra revenue.

* Alignment with other initiatives:
* Water Security Plan
* 2040 Official Community Plan

 Council Priorities 2023-2026 ng‘

Constructed stormwater wetland on Gopher Creek.

, N 2
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2. Incentive programs should be
attractive and focus on
stormwater quality.

A well-structured credit program empowers
property owners to mitigate stormwater
impacts and aligns with broader Water Security
goals.




2. Incentive programs should be attractive and focus on stormwater quality.

N Krrr 4

* An opportunity to empower property
owners to minimize impacts on creeks,
wetlands and Okanagan Lake.

* 80% of impervious area is on private
property.

* Focus the credit program on stormwater
quality.

R

* User fees are the best legal option to
Incentivize on-site stormwater
management.

On-site stormwater management facility at
UBC-O.

City of @j: }‘ Keldwna



3. Ensure billing classes align with
concepts of fairness and equity.

Finalizing property classifications to ensure
contributions reflect actual stormwater

Impacts.

s

City of (b ‘%‘ Kelt%\?vna
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3. Ensure billing classes align with concepts of fairness and equity.

* There is no correlation between
assessed value and impervious
area.

* Contributions align with actual
stormwater impacts.

* Shift toward a user-pay framework
like water and wastewater services.




4. Impacts to tax-exempt properties should be
considered.
Developing tailored exemptions, credits, or phased implementation plans

for agricultural and tax-exempt properties ensures balance while
encouraging best practices.

=~ Protect

"ED Empower




4. Impacts to tax-exempt properties should be considered.

* Tax exempt properties benefit from
stormwater management services, but do
not contribute via taxation.

* When serviced, tax exempt properties pay
water and wastewater fees.

* Tailored exemptions, credits, or phased
implementation plans can limit impacts
from change.

=
bl >
< Jr o
C > 2
! 7
3 >
S /

A fruit packing facility within the Agricultural Land Reserve
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5. Streamline administration to reduce resourcing requirements.

Integrating stormwater fees into existing systems reduces administrative complexity, leveraging automation
for efficiency.




5. Streamline administration to reduce
resourcing requirements.

* Existing systems will be leveraged to
streamline administration.

* Tax notices will be used to avoid creating a
new physical/online billing list.

Online resources, FAQs in tax inserts, and Al
chatbots can be leveraged.

Automated online process for the credit
program.

TAX PAYMENT AND HOME OWNER GRANT DUE DATE:

TUESDAY JULY 2, 2024

A 20% penalty will be applied to any cutstanding amaunts (inchuding butstanding Hame Owner Grants)

afver the due date, as per Provinclal Legislation,

[ HOME OWHER GRANT INFORMATION ]

[ FROVINCIAL TAX DEFERMENT PROGRAM ]

Tha Sty of Koedimana res banger accepts Ho e Dwesr Grant
applications. Home Oweer Grants must be claimed thrcugh the
Frowince of3C-

= Gnline: gov, be.cafomessnargrnt

& By phoni- 1888355 2700
Do | gaalify?
Te qalfy forthe grant;

«  YouMust

o lethe Bapisterad Swney of the 2esdence fors

spoume-or reletive of the decessed owner]

o Dooupy propeny i your Prncipsl Pesidence

PAYMENT GFTIONS ]
TR THE BRI

Suarch *Knkrmra ik the puayan, cheee tass, and s yorer fokn
emiver 85 yowr acooustnumber, omkiing the degmal paint, bet
fiw

CAMADA POST;

Ak st v For srvad bl viry. Pt merks ars rart coss dered s

dati: of gagrivest

QITY HALL:
A i Lavn b Discartiad ab L Wiy Streal

Maks chaces
v, Posit-d abard chguin ars e

IF YO TAXES ARE FAID BY & MORTGAGE C0., BANK O
OTHER AGEMNT:

Your Home Qe Grank, i applcatrie, must be-caimed on tme i ssid
peraitiz,

FRE-AUTHORIZED WITHORAWAL SYSTEM PAWS]:
Thes Citp clars o prii ot costied prru-pagiroanit plan for Licosi

The Province of B offers property taxdeferment programs
by omdine apphcation only. For more information, incleding
wligibility requinermants, please contact the Brownce of BE

& Owdng: gov s calpropertytasd eferment
* By phane; s-BRR-355-250s

IMPCIRTAMNT: Ay utibty service charges that apoear om your
tax notice are MON-DEFERRABLE. It is your respones bility o
mipke this payment to the City of Kekowna before the tax due
date.

The Haome Crwmer Grars mrast be clarmed by the tax due date,
Frigible, a3 this amount isaba NON-DEFERRADLE.

[ CHANGE OF CWNERSHIP J

o no bongar mam this property, you may fonward this
MOt B0t N s SN O et it tothie City of Kebswna

[ MAILING ADDRESS CHANGES ]

HFyour emaibng address bas changed, notify the 80
Armpmsament futhorty ot bopmzmsament oo or 1-B86-Bag-laaz

| INTEREST CIN ARREARS AND DELINGUENT TAXES ]

wil it hirged an the o E
s delincuens tanes ot the prevaibng rate from Jen 108 the:
vear tn the date payment s recewed. For convanience,
InErEST Shows 0N s notice has been calculated tothe tay
s daté Thi nberest by thas Pravinga of BC

DELINQUENT TAXES

1 shere are delnquent Lases cetstanding (s shown on the
frem of Uis motice), this gro)
on the last Monday in September ataoa.m. ifthe
dedincuent taxes with intenest are recebed ot £ Ry Holl price
to ta sale, the property will not be soid.

l ity of Kalowes, Revanus Branch, 1415 Witer Strest, Kelowna BC VaY 11g Phane: 165-46g-8757 Em i isenue @ kelowna.ca l

REMINDER - IMPORTANT INFORMATION

PAYMENT GPTIONS CUTLINED ABOVE.,

HOME DWHNER GRANTS MUST BE CLAIMED THROUGH THE PROVINCE OF BC BY WISITING
GOV, BC.CAHOMEDWNERGRANT DR CALLIMG 1-BEB-355-2700.

VOUR PROPERTY TAK PAYMENT MUST BE RECEIVED AT THE CITY OF KELOWNA THROUGH ONE OF THE

DO BOTHBY JULY 3, 2cas, TO AVOID THE 10% LATE FENALTY.

We are pravincially logislated to apply 3 108 penalty ta all unclaimed Home Owner Grants and unpaid tax amounts

after the property tax due date. Under no circurstances con this penatty be waived.

FPAYMENT REMITTANCE STUE OMLY - THIS IS NOT A HOME OWNER GRANT AFPLICATION

The first tax notice to include stormwater fees
will address FAQs in the tax insert.

, N 1
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; Phase 3 — Implementation timeline

June 2025

Finalized Principles
for Implementation

Targeted

credit program
engagement

July to October
2025

November 2025

Stormwater user
fee bylaw

Implementation
and change
management

December 2025 to
July 2026

Mid-2026

Credit applications
open

May to July 2027

Tax notices with
stormwater fee are
delivered for the
first time and paid
with annual
property taxes

. A0 2
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* Pre-implementation (2025-2026)

* Targeted engagement with ICI,
higher-density residential, tax
exempt, and ag. landowners.

* Status updates on the Get Involved
project webpage.
* Implementation (2027+)

* First year tax notices will include
FAQs related to the change.

* Online Al chatbot to answer the
most common questions.

* Online stormwater fee estimator.

ICl: Industrial, Commercial, and Institutional

How will we communicate the shift?

x MississauGa

stormwater charge estimator E: print

Annual Charge

Address: 3636 HAWKESTONE RD
Property ID: 5458700

Estimated Annual Charge: $7,494.69 =
Estimated Daily Charge: $20.53 -

The coloured area of your property
shows the hard surface area used to
estimate your stormwater charge.

Area (m?2): 16645.2

How is this calculated?

new search

and background image

ti N caus e type
imagery used, with no actual vector deformation, and measurements are taken using precise photogrammetric methods.

Municipalities like Mississauga have developed online tools to
communicate their switch to a stormwater utility.

City of

“JKeldwna



1.

Phase 3 estimate: $165K

* Includes startup costs, engagement,
and support for Comm’s and Revenue.

* When? Budget amendment in 2025.

Annual administrative costs: $200K

* To support Utility Services, Financial
Services, GIS, and credit program
management.

* When? 2026 Preliminary Financial Plan

Credit program costs: 10% of revenue

 To offset revenue loss from the credit
program.

 When? 2027 onward

Financial/budgetary considerations

Brandt Creek flowing during a minor storm event.

, T
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Conclusion & Next Steps

» Staff and Council have
workshopped the proposed
Principles for Implementation.

» Should Council wish to proceed,
staff will prepare a finalized
report on Stormwater Utility
Principles for Implementation
and report back to Council
along with recommendations.

. P
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44 Questions?

Kelowna
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