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Short-Term Rental Rate Impacts

L PURPOSE

This Technical Memorandum (TM) summarizes the flow and loading impacts of short-
term rental properties and provides a recommendation regarding classification of short-
term rentals to provide a fair and equitable approach for various customer classification
rates.

IL. EXECUTIVE SUMMARY

The advertised occupancy for short-term rental properties through organizations such as
Air BnB is greater than the typical residential allocation. The population, flow, and
loading from short-term rental of single-family residences is similar to multiplex units.
We recommend that the District consider the following actions:

e Increase the single family equivalent (SFE) allocation and associated annual
service fees for short-term rental properties using the multiplex allocation based
on occupancy until such time that the properties are returned to typical residential
use and associated population, flow, and loading.

e Capture additional plant investment fees (PIF) for short-term rental properties
using a monthly capital charge to recover the cost associated with the increased
flow and loading to the system until such time that the properties are returned to
typical residential use and associated population, flow, and loading.

III. BACKGROUND

The District has implemented a customer classification system based on SFE as part of its
overall rate structure. The guiding principal for classifying customers is to group
customers with similar use characteristics. The customer classification system allows for
the fair and equitable allocation of operation, maintenance, and replacement costs to
groups of customers with similar use characteristics.

The District has experienced an increase in short-term rental of single-family residences
and manufactured homes. Short-term rental of these properties has been initiated directly
by homeowners and through organizations such as Air BnB, VRBO, and local property
management companies. Short-term rental of these properties increases the occupancy,
flow, and loading to the District’s collection and treatment system. The District charges a
flat service fee based on the “single-family residences and manufactured homes” SFE
allocation. The increased operation, maintenance, and replacement costs associated with
higher occupancy of these residences/homes used for short-term rental are not recovered
by the District’s flat rate structure. A short-term rental SFE allocation allows for recovery
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of fair and equitable service fees associated with the increased population, flow, and
loading based on customer classifications.

District rate and SFE information and typical wastewater flow and loading values were
obtained from the District’s Rules and Regulations of July 2017; Wastewater Flow
Monitoring Program report by Richard P. Arber Associates of October 1, 1997; Single
Family Equivalent Evaluation report by Richard P. Arber Associates of October 30, 2003;
and Wastewater Engineering Treatment and Reuse by Metcalf and Eddy, Fourth Edition.
District information and typical wastewater values include:

e PIF Amount: $11,584 per SFE (August 2019)
e Annual Service Fee: $312 per SFE
e Persons per SFE: 3.5 people per SFE
e Flow: 85.7 gallons per capita per day (gpcpd)
e Flow: 300 gpd/SFE (3.5 people per SFE x 85.7 gpepd)
Biochemical Oxygen Demand (BODs): 0.18 pounds per capita per day
(Ibs/capita-day) or 0.63 pounds per day (based on 3.5 people)
o Total Suspended Solids (TSS): 0.18 pounds per capita per day (Ibs/capita-day) or
0.63 pounds per day (based on 3.5 people)
e Ammonia as N (NH3 as N): 0.017 pounds per capita-day
e Total Phosphorus (TP): 0.007 pounds per capita-day
e Single-Family Residences and Manufactured Homes
o Three bedrooms or less: 1 SFE
o Each bedroom in excess of three: 0.4 SFE
o Each bath, or portion thereof, in excess of two: 0.2 SFE
e Apartments, Townhouses, Multiplexes, and Condominium Units:
o Two bedrooms or less: 1 SFE
o Each bedroom in excess of two: 0.4 SFE
o Each bath, or portion thereof, in excess of one: 0.4 SFE

The District designs, constructs, operates, and maintains its facilities for peak daily flow
and loadings to provide reliable service to its customers. As such, the District’s definition
of an SFE is based on the maximum (or peak) daily loading as opposed to an average
weekly, monthly, or annual loading.

The District collected the following data for 350 single-family residences/manufactured
homes that are listed as short-term rentals:

e Number of Bedrooms

e Number of Bathrooms
e Advertised Occupancy
e Current SFE Allocation
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IV. EVALUATION

The total SFEs, PIF amount, and annual and quarterly service charges for the 350
properties were calculated using the following classifications:

o Single-Family Residences and Manufactured Homes
e Short-Term Rental Based on Advertised Occupancy
e Apartments, Townhouses, Multiplexes, and Condominium Units (“Multiplexes”)

A summary of the calculations is included in Appendix A.

Single-Family Residences and Manufactured Homes Classification

The residential occupancy allocation was determined for each of the 350 properties by
applying the number of SFEs currently allocated to each based on the single-family
residences and manufactured homes classification. An excerpt of Appendix A showing
the total number of 2019 residential SFEs; the allocated occupancy; the associated flow
and loadings; the associated total PIF amount; and the total annual and quarterly service
charges is shown in Table 1.

Table 1. Single-Family Residences and Manufactured Homes Classification
Summary (Excerpt of Entire Data Set)

A B ¢l b ] el le Mo
: ‘ 2019 Residential Summary - :
Property Address -~ |Reoms |Bath| | Apcated Fm‘“, BOD | 785 | NH, as | Total
AR Lo | sFE | -Ocoupancy tEpd)’ (bjd [(bfd} N | P
Rt : EOAT 2 [ R0 BRSO {Peaple} |« ) 3o < (ibfd) | (Tofd)
BARTONRD gl e e oss0 0 | iapd | 0.63.{'0.68'| 0.060 110025
13 R 506 2 |1 1 3.5 300 |0.63|0.63| 0.060 |0.025
206 MORNING 5TAR . sl "1 |77 35 | 300 |o0.63]0.63] 0060 |0.025
110 5 HIGH 5T 2 2 1 3.5 300 |0.63|0.63| 0.060 |0.025
35 BOULDERRIDGE =+ oo less i foe o 28 92 0 780 |11.64°[ 1647 0:155 1 0.064
52 ELK HORN LANE 55 6 2.6 9.1 780 | 1.64| 1.64| 0.155 | 0.054
125 KLACKRD s ogylaB b ag e | isan 476176 0.167:]0.069
30 ESTATES DRIVE 5 7 28 98 840 |1.76[1.76] 0.167 | 0.069
1202 BROOKS HILLDR = 5o 7a ] a2 [ na | 780 164164 0.155:0.064
58 AMBER CT 8 | 7 4 14 1,200 |252|252] 0.238 | 0.098
18 GRANDVIEWDR 1o ceilee a2 147 0 [11,260 1265 2,65 | 0.250.|'0.103
456 PEERLESS DR 8 B 4.2 14,7 1,260 | 2.65 | 2.65 | 0.250 | 0.103
3005 FRENCHST. oo -9 [efs vag | 268 0 | 2,440, 3.02/'5.02 | 0.2861.0.118
98 SUMNBEAM DR 13 13 7.2 25.2 2160 | 454|454 0428 | 0476
Totals | 1,515-|1,528] 703 2460 |210,870{ 443 | 448 | 4z | C17
' Total PIF Amount| $8,142,394 1 S ‘
Total Service Charge as Annﬁal Amount : $219,805
" Total Service Charge as Quarterly Amount| 554,826
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Short-Term Rental Based on Advertised Occupancy

The SFE allocation for short-term rentals based on advertised occupancy was determined
for each of the 350 properties by dividing the advertised occupancy by the residential
occupancy allocation of 3.5 people per SFE. The resulting SFE was then multiplied by the
flow and loading per SFE for each of the 350 properties to determine the anticipated flow
and loading resulting from adjusted SFEs for short-term rental based on advertised
occupancy. An excerpt of Appendix A showing the total number of short-term rental based
on advertised occupancy SFEs; the associated flow and loading impacts; the associated
total PIF amount; the total annual and quarterly service charges; and the increase (delta)
in anticipated PIFs and services charges from the single-family/manufactured homes
classification is shown in Table 2.
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Table 2. Short-Term Rental Based on Advertised Occupancy Summary (Excerpt of Entire Data Set)

A o B [ v om N [olor g R oso o u v [ ow oo X

x : Short Term Rental Suvmmary {Based on bocubancy)— People) increase frqfn 2019 Alloqatibn to Shor‘t Term Rental Use

- Property Address | Rooms Bath | Agvertised |SFE (Colurmn Flow | BoD | 185 | NHyas | Toral A APIE. “m‘ A T:s ANH3 | -A
G S| B | Ocoupancy | K/ 35 ~‘\( o) | b/ [(fd| NP | Occupancy | {Column b -, (ept) BOD (1b/d casN [TotalP
i S = 2| (Pevple) .| PeopressFE| - 'E! 3l ungay [ /ey | (Peopte). | Column D) g (o) |70 | (1bfd) | (ib/d)
BARTON RD. T e |1 | ma [oslroalioa02 ood2] 25 | i07i b 4 045 05| 0048 0018
13 CR 506 2 1 [ 1.7 514 |1.08]1.08] 0202 {0042] 25 0.7 214 {045 | 05 | 0043 [0.018
BMORNINGBTAR o 2 b & | av 88 072|072 006870028 05" [ 101 <l 43°1000]01 000910004
1105 HIGH 5T 2 2 5 17 514 | 108 | 1.08| 0102 |0042] 25 0.7 214 | 045 | 05 | 0.048 | 0018
35 BOULDERRIDGE . 7| 58501 6.1 20| 7 57| 1714 |B60|B.60| 0340:[0.240] " 108" [~ 81 | 034 |196::20 0185 [0076
52 ELK HORN LANE 55 | 6 16 456 1,371 | 288 |288| 0.272 |0112] 63 20 501 | 1.24 | 1.2 | 0117 |0.048
15 RACKRD. o [T [ 7 |18 B4 | 1,548 [B248.74| 0306 [0126} <82 & ' ©28 ] 703 .| 14815 |40.139 '0.057
30 ESTATES DRIVE 5 7 16 46 1,371 | 2.88 | 2881 0.272 |0.112] 6.2 18 531 {142 | 11 | 0105 | 0.043
11202 BROOKS HILLDR " 6 4 14 | 40 | 1,200 |Z52|252]. 0298 |0098| " 497 | 714 [ 4200 [088[09 | 0083 (0034
68 AMBER CT 8 7 19 5.4 1,629 |3.42[342] 0323 [0133] 5.0 14 429 [os0 09 | 0085 [0085
18 GRANDVIEW DR iy wagllis 22| 63 | 1886 396|896[ 0874 [0a54] 0 78% | 21k |t626-1181°] 1.8.(40.1247} 0.051
456 PEERLESS DR 8 8 20 5,7 1,714 |3.60|8.60]| 0340 |0.140] 5.3 15 454 [ 095 | 1.0 | 0090 [0.037
309 5 FRENCH 5T . S BT L) 28| 80| 2400|504 /504 0476|0296} 112 0] e820n o960 2027 2.0 039010078
98 SUNBEAM DR 13 | 18 31 89 2,657 5585581 0527 [0217] 58 17 497 | 104 | 1.0 ] 0099 {0.041
‘ Totals | 1,515 |1,528] 4,458 1,776 | 882,800 | 804 | 804 | 76 | 81| 2006 -] 573 -[171,830[ 861 | 861 |°-34 14

Total PIF Amount] suzsvaps| o sesegen | e

© 1 Total Service Charge a5 Annual Amount} .o 05 i8398,112 R R B st s17m,807
" Total Service Charge as Quarterly Amoum S| eeegae e el EDER g ‘544,701“‘ .
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Short-Term Rental Based on Multiplex Classification

The short-term rental based on the multiplex designation SFE allocation was determined
for each of the 350 properties by converting these properties to SFEs using the District’s
Multiplex classification and the advertised number of bedrooms and bathrooms for each
of the properties. The resulting SFE was then multiplied by the flow and loading per SFE
for each of the 350 propetties to determine the anticipated flow and loading resulting from
short-term rental based the multiplex designation. An excerpt of Appendix A showing the
total number of SFEs using the Multiplex classification; the associated flow and loading
impacts; the associated total PIF amount; the total annual and quarterly service charges;
and the increase (delta) in anticipated PIFs and services charges from the single family
residences/manufactured homes designation is shown in Table 3.
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Table 3. Short-Term Rental Based on the Multiplex Classification Summary (Excerpt of Entire Data Set)

A B C v | 7z | A [ e | c [oo] e [ ] oee ] omm fon [ ow ek [
; Short Term Rental Summary {Based on Rooms and Muitiplex Designation) - Increase from 2019 Allocation to Multiplex:.

i fi’mpenyi\dduss Rooms | Bath ) N : | S i o
Y Sooie | oo | Aaverdsed| Advertlsed | Calculated | Fow | BOD | TSS H':"“ T‘;"“ (Co?uf::m A Flow |-2BOD | ATsS' AN:‘”‘ A Totat P

i 5 Rooms | Bath SFE we) | o) |ws| o e | conumn ] (€99 SR e
BARTON RD.: taolu S ‘10 5000 1| 068|063 ] 0060 (00| 00t oo 200,510,000 |5:0.000%
13 CR 506 2 1 2 1 1.0 300 0.63 | 0.63 | 0.060 |0.025] 00 0 0.0 | 0.000 | 0.000
706 MORNING STAR - VIl T 30 | 300 | 063 | 063 0.060:|0025] 00 | 0 700, | 70,0007 0,000
1105 HIGH ST 3 2 Z 2 14 420 0.88 | 0.68 | 0.083 | 0.034] 04 120 03 | 0.024 | 0010
35 BOULDER RIDGE 55 6| 55 0] b a4 | 3200 | 277 | 277 026203087 18 | 5407 11 o107 0044
{52 ELK HORN LANE 55 | 6 55 [ a4 1,320 277 | 277 | 0.262 |0108| 18 540 11| 0107 | 0044
{125 KIACKRD s ET s 7 A6 | 1880 | 2890280 | 0.274 | 0418 18 | 540 T [oa07o| 0044
30 ESTATES DRIVE 5 7 5 7 26 1,380 200 | 290 | 0.274 |0.213| 18 540 11 | 0107 | 0044
11907 BROOKS FILLDR . - B A 6 40 |7 B8 | 1,040 | 289 | 289/| 0.226 |0.093 | 12. | 360" 0871 0071|5009
68 AMBER CT 8 7 B 7 5.8 1,740 365 | 3.65 | 0345 |0142] 18 540 11 | 0107 | 0044
18 GRANDVIEWDR | TR B8 R 62 | 1860 | 891 -390 70369 | 0152} " 207 1] 600" G187 70110 [ 0040
456 _PEERLESS DR 8 8 B [ 6.2 1,860 391 | 391 0389 |0a52] 20 600 15 | 019 | 0049
3005 FRENCHST. 0 T 9o e e g a0 sy Fasa [ oarrifodr2a )i 2.2 o 660 T4 [T0a81 ] 0054”
98 SUNBEAM DR 13 | 18 13 18 10.2 3,060 643 | 648 | 0.607 |0.2501 3.0 300 19 | 0179 | 0074

i Yotals | 1,515 |1528] 1515 1,528 147 | 344,220 | 723 | 723 | 68 | 28 | 445 183,350 280 1280 026 |11

Total PIF Amiount $13,201,482 $5,149,088|. el ‘
/"% Total Service Charge as Annuo} $457,989 $138,689
Total Service Charge as Quarterly Amount $89,497 $34,6711°
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V. PIF DETERMINATION CASELAW

The District’s method for developing SFE determinations and assessing PIFs was
supported by the Supreme Court of Colorado, Case No. 99SC491 of February 26, 2001
(Krupp v. the Breckenridge Sanitation District). The Court concluded that the District's
rate design and differential charges implementing the rates, was rational based on
documentation supporting that:

o multiplex units (such as apartment buildings and condominiums) are much more
likely to be used as temporary rental units than are single family units.

e multiplex units have, on average, higher per unit peak day flows than single family
units. )

e the variation in selected conversion units used for residential users is therefore
reasonable.

e the record is sufficient to establish a rational basis for the distinction between long-
term and short-term residences in the District's SFE convetsion schedule.

o the expected short-term, high-occupancy use of triplex units is typical of the
multiplex unit conversion category, the District hgd a rational basis for assessing
triplexes in the higher, multiplex category.

e the PIF rationally differentiates between different classes of buildings based upon
anticipated peak wastewater flow per unit,

VI. SHORT-TERM RENTAL SFE AL/L CATION

The District should consider capturing additional PIF for short-term rental properties to
fund the increased flow and loading to the system. Collecting additional PIF from existing
residences converted to short-term refitals is difficult as short-term rentals may return to a
traditional residential classification at a future date. An approach to collect PIF for the
increased flow and loading fot short-term rental properties, without a permanent re-
designation of the PIF allocation, is to allocate a monthly capital charge during the time
period that residential pxéperties are operated as short-term rentals. A monthly capital
charge allows for the fair and equitable recovery of a portion of the additional capital cost
over a pre-determined period of time, such as 25-years (300 months).

A multi-year phased cost recovery period will alleviate the initial impact of the additional
PIF for owners of short-term rental properties by increasing the monthly capital charge in
increments over a period of time. The monthly capital charge may be calculated by
multiplying the SFE delta (short-term rental SFE allocation - residential SFE purchased)
x a percentage allocation of the total PIF charge x the cost recovery period (25 years = 1
month / 300 months) x the PIF (at the time of allocation). An example 5-year phase-in
monthly capital charge calculation that provides for recovery of the increase of 1 SFE
amount over 25-years (300 months) is shown in Table 4.
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Table 4. Example Phase-In Monthly Capital Charge Calculations per SFE

2 40% 1 month / 300 months | $11,584 $15.45
3 | 60% | Imonth/300months | $11,584 | $23.17
4 80% 1 month / 300 months | $11,584 $30.89
5 | 100% | Lmonth/300months | $11,584 |  $3861 .
>5 100% 1 month / 300 months | $11,584 $38.61

Notes:
1. PIF based ona $§11,584 per SFE.

VII. SUMMARY

The advertised occupancy for short-term rental properties through organizations such as
Air BnB is greater than the typical residential allocation. The population, flow, and
loading from short-term rental of single-family residences/manufactured homes is similar
to multiplexes. To evaluate the impact of short-term rentals to population, flow, and
loading; the known short-term rental properties were characterized by:

e the increased occupancy using the number of persons allowed to stay in the
property (as advertised by the owner and/or property manager);

or

o the bedroom and bath count (as advertised by the owner and/or property manager)
for determination of SFEs using the multiplex classification.

The difference in designation results in an increased PIF allocation and increased service
charges. Using the advertised occupancy of the rental and the increased contribution of
flow and loading yields an 82% increase in PIF and service fees from the 2019 single-
family/manufactured home residential summary and allocation. The increased
contribution to flow and loading using the multiplex classification yields a 63% increase
in PIF and service fees.

A summary of the flow and loading SFE, PIF, and service charge impacts of single-family
residence/manufactured home properties operated as short-term rentals is shown in Table
5.
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Table 5. Short-Term Rental Based Impacts to SFEs, PIFs, and Service Charges

}
e 0 sl o || ; 0 00 : 019
: Desig 0
SFEs o]0 7030 b 1276 | U82% [ 1,147 L 63%
Total PIF $8,142,394 | $14,781,184 82% $13,291,482
‘Is‘&‘""““.“f“s | $219305 | $398,112 | 82% $357,989
Notes:

1. PIF based on a $11,584 per SFE.
2. Annual Service Charge based on $312 per SFE.

The District should consider increasing the SFE allocation and associated service charge
for short-term rental use of single-family residences and manufactured homes until such
time that the properties are returned to typical residential use with associated population,
flow, and loading. The District should also consider implementing a monthly capital -
charge to allow for the fair and equitable recovery of the PIF associated with the increased
flow and loading to the system, over a specific period of time, until such time that the
properties are returned to typical residential use with associated population, flow, and
loading. Use of the existing multiplex classification provides an allocation approach that
allows short-term rental properties to pay the District a fair and equitable amount for their

use of the District’s system.

SKV:SMR/mta

https:/mottmac.sharepoint.com/teams/pj-b7391/do/354513KK Air BnB Flow Info/20191120 UBSD Rental Rate Sumsmary.docx
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