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EXECUTIVE SUMMARY

OVERVIEW

The Sewerage and Water Board of New Orleans is de-
veloping a new way to pay for the city’s drainage sys-
tem. The utility plans to ask voters, as soon as 2026, to
approve a stormwater fee along with a long-term exten-
sion of some or all the existing drainage property taxes.
To date, the Sewerage & Water Board has not issued a
formal proposal, so BGR is not taking a position in this
report. Rather, the report offers independent guidance on
how the utility can craft fair, transparent and accountable
stormwater funding for New Orleans’ drainage needs. The
new findings and recommendations add to what BGR ad-
vised in its 2017 primer on stormwater fees. BGR plans to
review any formal proposal the utility ultimately submits
to voters and may take a position at that time.

Currently, New Orleans relies mostly on property tax-
es to pay for drainage. However, 37% of New Orleans’ real
estate assessed value is off the tax rolls due to exemptions
for government, nonprofit, homestead, and commercial and
industrial property. Meanwhile, the drainage system faces
substantial capital and operating needs not addressed by
the taxes. For example, Louisiana law prohibits using the
current taxes to pay for the maintenance and repair of sub-
surface drainage, the network of catch basins and small
pipes that the Legislature transferred from the City of New
Orleans to the Sewerage & Water Board in 2025. And $54
million, or 60%, of current annual drainage tax revenue is

set to expire in the next six years — $22 million in 2027 and
$32 million in 2031 — unless voters renew two of the three
existing taxes. In response to these factors, the Sewerage
& Water Board is considering a stormwater fee.

In concept, a fee can increase fairness by charging the
owners of all properties that send stormwater runoff into
the public drainage system. Hundreds of U.S. cities have
adopted stormwater fees, although New Orleans would be
the first in Louisiana. For efficient and fair fee administra-
tion, cities often base their stormwater fees on a property’s
impervious surface area. The Sewerage & Water Board
is focused on this approach. Impervious area consists of
the hard surfaces that do not allow rain to soak into the
ground, such as roofs, driveways, walkways, patios and
pools. Properties with greater hard surface area generally
pay more. However, fee structures usually include ways
to reduce the fee with credits for on-site projects that store
stormwater and delay its flow into the drainage system.

If carefully crafted, a stormwater fee offers two key
advantages over a new property tax, which is based on a
property’s assessed value:

* All property owners who benefit from the drainage
system, including tax-exempt properties, would
have to help fund it.

* And with a schedule of credits, a fee can incentiv-
ize property owners to control runoff and reduce
the strain on the drainage system during storms.
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The board of directors of the Sewerage & Water Board,
led by the mayor, would initiate a fee proposal. Any pro-
posal would require approvals by the New Orleans City
Council, other governmental bodies and, ultimately, New
Orleans voters, as shown in the chart.

Winning these approvals will depend on building public
understanding of the fee and trust in the utility. Many citi-
zens and officials recognize the underfunding of the drain-
age system. They also see firsthand the strain that storms

are placing on the system. They know investing in drain-
age is fundamental to living in the city. But public trust in
the Sewerage & Water Board is low. Voters and officials
have indicated they are willing to consider a fee only if
there is a clear plan for achieving results with fairness,
transparency and accountability. These concerns take on
greater importance as both taxable and tax-exempt prop-
erty owners face significant costs for property insurance,
mortgage interest and maintenance.

SEWERAGE & WATER BOARD’S SUGGESTED PROCESS FOR A DRAINAGE FUNDING PROPOSAL

Complete draft proposal

Conduct three public hearings and provide transcripts to City Council and

Board of Liquidation, City Debt

Sewerage & Water Board adopts proposal by resolution, with opportunity

for public comment

Review and approval of proposal by the Board of Liquidation, City
Council, and Louisiana State Bond Commission. At each stage, public
has opportunity to comment on the proposal.

PRELIMINARY ESTIMATES OF THE DRAINAGE
SYSTEM’S FUNDING GAPS

Developing an accurate picture of the drainage system’s
financial requirements and clearly justifying all proposed
expenditures are initial steps for any drainage funding pro-
posal. That picture should take a holistic view of the chal-
lenge of managing stormwater in New Orleans. Careful
planning and prioritization are necessary to make the most
effective use of available resources.

Currently, the costs of operating, maintaining and making
necessary improvements to New Orleans’ drainage system
— both gray and green infrastructure — are not fully quanti-
fied. The utility has provided only preliminary estimates
at various public meetings, and the picture is incomplete.
The Sewerage & Water Board and the City have shared

Public vote on the proposition

Source: Raftelis Financial Advisors, presentation to the Sewerage & Water Board’s Strategy Committee, June 2025.

responsibilities for years to come. Each manages a mix of
gray infrastructure (such as street ditches, culverts, catch
basins, pipes, canals and pumps) and green infrastructure
(rainfall retention projects on public or private property
that lighten the burden on the public drainage system).

Even without final cost figures, current funding is clearly
insufficient to meet the system’s extensive capital and main-
tenance needs. Preliminary data from the Sewerage &
Water Board and the City indicate that the drainage sys-
tem has significant annual funding gaps:

* The Sewerage & Water Board has less than $7 million
a year from existing taxes to finance approximately
$800 million in major drainage capital needs. These
needs cover repairs and upgrades to its major as-
sets — pumping stations, canals and large drainage
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pipes. Financing the capital program and meeting
other operating needs for major drainage could
cost $23 million to $33 million a year. This gap
would expand if the Sewerage & Water Board los-
es existing property tax revenue.

Adding in unfunded maintenance and repair costs for
subsurface drainage, traditional drainage needs (from
catch basins to pumping stations) could require a total
of $35 million to $60 million a year in new local funding.
This implies the Sewerage & Water Board should
be spending approximately $125 million to $150
million a year on its gray infrastructure, compared
to the $90 million budgeted for 2025.

Green infrastructure and the City’s remaining street
drainage functions also lack funding. The City esti-
mates the current portfolio of Sewerage & Water
Board and City green infrastructure projects will
require $822,000 a year to maintain. The City has
new green infrastructure projects in construction or
design. Some are in line for funding authorized by

the November 2025 City bond proposition that vot-
ers approved. Others will require millions of dollars
in new capital funding. As the City installs new
projects, it expects annual maintenance costs to rise.
The City’s remaining street drainage functions in-
clude maintaining ditches and culverts (open drains
under roads or bridges that allow water to flow from
one side to the other) scattered citywide.

CRAFTING A TAX-AND-FEE STRUCTURE

While other U.S. cities typically impose only a stormwa-
ter fee, the Sewerage & Water Board suggests that stable
and sufficient funding for New Orleans’ drainage needs will
likely require both a fee and extension of some or all of the
current 14.26 mills of property taxes. The utility continues
to study what combination of property taxes and fees it
will propose to the public. It is also considering a fee
credit for drainage property taxes paid by single-family
residential properties.

% PRELIMINARY ESTIMATES OF ANNUAL DRAINAGE FUNDING GAPS IN NEW ORLEANS

Identifying an Unmet Funding Gap of $35 Million to $60 Million a Year for Sewerage & Water  ¢10019 $110
Board, Plus Green Infrastructure and the City of New Orleans’ Ditches and Culverts million goal

Major Drainage:Works (S&WB)

Current L
recurring
revenue

$13 milliona |

year ;
Funding gap

is$12 millionto
$27 million to reach

a goal of $25 million
to $40 million
ayear

$23 million left
if another tax
expires in 2031
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Funding gap is $23 million

to $33 million a year

Recurring revenue drops to $55 million Gap would increase to
ayear if one tax expires in 2027 $45 million to $55 million a year

Gap would increase to
$77 million to $87 million a year

Green Infrastructure

No dedicated local revenue for either City or
S&WB green infrastructure. Maintenance need for
current projects is $822,000 a year. Annual costs for
new projects must still be determined.

City: Ditches and Culverts
No dedicated local revenue. Annual

maintenance and repair costs to be determined.
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If the Sewerage & Water Board were to seek only new
property taxes, it would increase the burden on taxpayers
while tax-exempt properties would continue to contribute
nothing for the flood protection and other benefits they re-
ceive from the drainage system. BGR estimates that cov-
ering just the $35 million to $60 million annual funding
gap for traditional drainage would require 7.5 to 13 mills
of new property tax. This would be a drainage tax increase
of roughly 50% to 90% over the current 14.26 mills.

The utility is also not seeking a one-to-one replacement of
the property taxes with a stormwater fee. It says that, with-
out the tax component, the fee could be high and politically
unappealing to residents and elected officials. A stormwater
fee would significantly redistribute the overall cost burden
of the drainage system. As an example of this effect, the
utility notes that high-value buildings with relatively small
footprints, such as office towers and hotels, would contrib-
ute much less than they do with drainage property taxes.
In evaluating tax-and-fee options, the Sewerage & Water
Board must carefully consider the ability to pay alongside
the goal of a fair fee based on drainage system usage.

BGR acknowledges that property taxes, to some degree,
may remain a baseline funding source because of the mag-
nitude of system costs. Also, if the $22 million property
tax gets closer to expiring in 2027 and no stormwater fee
is in place, the utility may be forced to seek its renewal
for revenue stability. Further, combining a user fee with
a tax can mitigate the impacts of a decline in one revenue
stream. Taxes can also help provide stability for financ-
ing large capital projects. However, without more detailed
information on the Sewerage & Water Board’s proposal,
BGR cannot evaluate possible approaches to rebalancing or
replacing drainage taxes with a new fee.

Any spending plan must be closely connected to achiev-
ing results in better stormwater management and lower risk
of neighborhood flooding. This is a key question for New
Orleanians who have suffered damage or lost business due
to neighborhood flooding. It is also an important one for
tax-exempt property owners who will be asked to help meet
the drainage system’s costs for the first time.

BGR notes that keeping the taxes plus a fee complicates the
criteria that typically help stormwater fees withstand court
challenges. For example, a hybrid tax-and-fee proposal
may blur the linkage of the fee to the demand that the
property’s runoff places on the drainage system. It may
also weaken the “voluntary” nature of a fee, in the sense
that users can reduce only the fee portion of their bill by
controlling runoff. If a tax-plus-fee approach is pursued,
it will require careful legal review and public justifica-
tion by the Sewerage & Water Board and the City. While
combining a user charge with a property tax is an estab-
lished approach for some water and sewer utilities, such
as Jefferson Parish, BGR could not find examples of this

approach for stormwater management.

The Sewerage & Water Board is pursuing a stormwater fee
structure that seeks to balance fairness and ease of adminis-
tration. It would group single-family residential proper-
ties — by far the largest number of parcels in New Orleans
— into three tiers based on their impervious surface area.
Properties in the “typical” range for impervious surface
area would pay the base fee. Single-family residential
properties with less impervious area would pay 60% of
the base fee. Those with more impervious area would
pay 150%. The Sewerage & Water Board continues to
refine those break points.

Setting tiers helps to improve equity and affordabili-
ty over a simple flat fee. The Sewerage & Water Board
could consider whether adding tiers and adjusting the
percentages of the base fee paid by each tier would en-
hance fairness and affordability without increasing the
administrative burden. The utility would charge all oth-
er properties based on how much impervious area they
have compared to the typical single-family residential
property, called the “equivalent residential unit.” A com-
plete evalution will be possible once the utility presents
its proposal.

Any credit program needs clear justification. The Sew-
erage & Water Board is considering fee credit for sin-
gle-family homeowners against drainage property taxes
paid. It should explain what effects this will have on fee
revenue and other fee payers. In addition, more detail
is needed on other credits based on a property owner’s
work to reduce runoff. A well-designed credit system re-
inforces the link between the amount of the fee and the
quantity of stormwater discharged from a given property.
Experts suggest that large properties seeking fee reduc-
tions should have a clear stormwater management plan,
performance metrics and periodic inspections for any on-
site projects to reduce runoff and lower their fees.

In addition to a fair fee structure and revenue distribu-
tion, the Sewerage & Water Board and the City should
take steps to ensure public transparency and accountabil-
ity. These steps range from community engagement and
input during the proposal review to effective administra-
tion of the fee once approved. Current Louisiana law on
stormwater fees offers little guidance in these areas.

Planning for transparent administration. This concern ex-
tends to fee credits, billing, any income-based assistance
programs, revenue distribution, customer service, an ap-
peals process, and public information.

Addressing them will likely require transparent co-
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ordination between the City and the Sewerage & Water
Board. The utility favors placing the stormwater fee on
the property tax bills that the City issues and collects.
BGR supports this general approach. It would link bill-
ing to the property owners who benefit from the drain-
age system. It would let them see their total payment for
drainage in one place. However, the City and the utility
must devise a cooperative agreement to guide adminis-
tration, including a dedicated fund for fee revenue and
reporting and oversight structures that support perfor-
mance. Such an agreement can help build public confi-
dence that the fee will be managed effectively.

Accountability for financial and system performance. Public
reporting should track both financial accountability and
drainage system performance outcomes. The utility and
the City can ask the Legislature to enhance City Council’s
funding approval and oversight processes. They can also
ask for an advisory committee of citizens to enhance that
oversight, as other cities have done.

A stormwater fee for New Orleans holds the poten-
tial to fill critical funding gaps in the drainage system. It
could supplement the existing drainage taxes to improve
traditional drainage pumping and green infrastructure
for natural stormwater retention. Greater investment will
reduce flood risk in New Orleans neighborhoods, a key
concern for residents and businesses.

The stormwater fee would offer a fairer way to raise
new revenue than increasing property taxes. A fee would
be paid by both taxable and tax-exempt properties. And a
fee based on impervious surface area, which means hard
surfaces such as roofs and pavement, would better align
charges with system use.

Hundreds of other cities nationwide have implemented
stormwater fees. New Orleans’ drainage challenge is sever-
al degrees greater. Preliminary estimates just for traditional
drainage indicate that $35 million to $60 million a year in
new revenue is needed. This need is on top of the current
drainage budget of $90 million a year — if voters retain the
current taxes that are at risk of expiring in the next few years.

Still, a stormwater fee would be a new cost for proper-
ty owners. Renters and homeowners are already stressed
by high costs of living, including insurance costs. In the
nonprofit sector, public and private funding has tightened.
While New Orleanians recognize the importance of ef-
fective stormwater management, they must be convinced
that any drainage funding proposal is well conceived.
They want it to be fair, carefully planned and accountable.
Above all, it must achieve the desired goals of improving
the drainage system’s performance and reducing flood risk.

Before issuing a drainage funding proposal for public
consideration, the Sewerage & Water Board, in coordi-
nation with the City, should:

* Develop an accurate, comprehensive and publicspend-
ing plan for new drainage system revenue. This plan
should identify system needs and set funding pri-
orities for the stormwater management responsibil-
ities of both the Sewerage & Water Board and the
City. It should look holistically at gray and green
infrastructure solutions and their desired results.
The plan should consider current revenue sourc-
es, including any extension of the existing drain-
age property taxes. The Louisiana Legislature may
need to loosen statutory constraints on spending
drainage tax and fee revenue systemwide. A thor-
ough spending plan would build public confidence
that the funding will make meaningful investments
to improve flood protection and quality of life.

* (reate a plan for effective and transparent manage-
ment of stormwater fee revenue and seek legislative
action, as needed, to support future implementation
of the plan. The plan should explain how the utili-
ty will work with the City and the Louisiana Leg-
islature, as needed, to (1) establish a process co-led
by the Sewerage & Water Board and the City for
devising stormwater management strategies, (2) set
up reliable, accurate billing, provide for collections
and enforcement, and manage and distribute fee
revenue in line with identified financial needs, (3)
ensure responsive customer service, (4) provide a
clear appeals process, and (5) give the public access
to the fee calculation for their property and other es-
sential information. This public information should
include an easily accessible dashboard to track (1)
fee revenue and spending and (2) drainage system
performance. The plan can help inform the utility’s
broader public education campaign for the stormwa-
ter fee, helping to build trust in a new and unfamiliar
funding mechanism.

* Explain and justify the tax-and-fee funding model,
compared to alternative approaches to drainage sys-
tem funding. Retaining some or all of the existing
drainage taxes, in addition to a new stormwater
fee, may likely be necessary to meet the enormity
of New Orleans’ drainage challenges. The Sewer-
age & Water Board should demonstrate to the pub-
lic how its proposal is the most effective among
alternative approaches, including those that would
gradually eliminate the taxes in favor of a fee. It
should analyze the legal basis for its approach and
how it meets the principles used to defend storm-
water fees in court. The Sewerage & Water Board
should also justify any fee credits based on prop-
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erty taxes paid and explain how they would be ad-
ministered. Addressing these issues will help the
public to consider the merits of the Sewerage &
Water Board’s proposal.

Consider increasing the number of tiers in the storm-
water fee structure for single-family residential prop-
erties with the goals of enhancing fairness and afford-
ability without increasing the administrative burden.
The use of tiers in a stormwater fee structure can
deliver greater equity and affordability compared
to a single flat rate. Ensuring the basic fee structure
provides adequate residential affordability is an im-
portant first step before attempting to craft relief pro-
grams. Optimizing the tiers can help limit the bur-
den of the new fee among homeowners with limited
incomes and build public trust in the fee proposal.

Clarify, with State legislation as needed, how the City
Council should review and approve drainage funding
requests, including a stormwater fee. The coun-
cil’s review of future tax and fee funding requests
should have at a minimum (1) independent expert
analysis of funding requests, (2) opportunities for
public comment, and (3) clear timelines, require-
ments, and criteria for evaluating and approving
requests. These procedures can guide the council’s

- k
= -

initial consideration of a stormwater fee, as well as
future adjustments to the fee and the drainage tax
levies. An effective review process can help moti-
vate the utility’s performance and build public trust
in fundng decisions.

Clarify, with State legislation as needed, how the City
Council should provide oversight of drainage system
revenue and performance, including its authority to
create a citizen advisory committee to assist in those
efforts. Ongoing monitoring of drainage system
performance should cover both Sewerage & Water
Board and City functions and at least include (1)
regular review of strategic and financial plans and
reports, (2) updates on operations, and (3) regular
monitoring of system performance, with goals and
measurable outcomes. Granting the City Council
the authority to create a citizen-led stormwater
advisory committee would support the council’s
oversight of the utility and City departments and
offices administering, spending and producing re-
sults from the fee. The combination of council and
citizen oversight could help sustain public trust and
engagement and help support a holistic and effec-
tive response to New Orleans’ stormwater manage-
ment challenges in the years ahead.
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INTRODUCTION

The Sewerage and Water Board of New Orleans is de-
veloping a new way to pay for the city’s drainage sys-
tem. The utility plans to ask voters, as soon as 2026, to
approve a stormwater fee along with a long-term exten-
sion of some or all the existing drainage property tax-
es. To date, the Sewerage & Water Board has not issued
a formal proposal, so BGR is not taking a position in
this report. Rather, the report offers independent guid-
ance on how the utility can craft fair, transparent and
accountable stormwater funding for New Orleans’ drain-
age needs. The new findings and recommendations add
to what BGR advised in its 2017 primer on stormwater
fees. BGR plans to review any formal proposal the utility
ultimately submits to voters and may take a position at
that time.

For decades, New Orleans has relied mostly on prop-
erty taxes to pay for drainage. But the funds generated
from the taxes have been insufficient to meet the drain-

age system’s needs. With each passing year, deferred
maintenance continues to mount. Preliminary estimates
from the Sewerage & Water Board indicate that tradi-
tional drainage alone (from catch basins to pumping sta-
tions) could require approximately $35 million to $60
million a year in additional local funding. This range
represents a substantial increase over the $90 million
budgeted for 2025.

And there is time pressure to develop a funding solu-
tion. Approximately 60% of current annual drainage tax
revenue, or $54 million, will expire in the next six years
if voters do not renew two of the three existing taxes. As
shown in Chart A, a tax worth $22 million a year will
expire in 2027. Another worth $32 million a year will
expire in 2031. The loss of either would undermine the
major drainage works — large pipes, canals and pumping
stations — that the taxes fund.
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Traffic Camera Revenue from

City of New Orleans
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Fair Share and Related Funding y 4(:;0“
from City of New Orleans \
510 Mo'"'on Property Tax expiring 2027
11% $22 million
Interest and Other Income / 24%
$3 Million
3%

Property Tax expiring 2046
$20 Million  —

22%

Subsurface Drainage .

Beyond these estimates, which the Sewerage & Water
Board continues to refine, there is limited information on fi-
nancial needs for other components of the drainage system,
such as the City’s ditches and culverts and “green infrastruc-
ture” projects. These projects slow the flow of stormwater
to lighten the load on the traditional “gray infrastructure” of
catch basins, pipes, canals and pumps. The City primarily
leads New Orleans’ green infrastructure efforts. Expanding
and maintaining them will require further funding.

BGR has urged local leaders for several years to con-
sider a stormwater fee as a funding solution for the city’s
drainage challenges. In concept, a stormwater fee would
increase fairness by charging the owners of all properties
that send stormwater runoff into the public drainage sys-
tem. Hundreds of U.S. cities have adopted stormwater
fees, although New Orleans would be the first in Lou-

Property Tax expiring 2031
$32 Million
36%

Major Drainage Only

BGR analysis of Sewerage & Water Board and City of New Orleans 2025 adopted budget data.

isiana.! For efficient and fair fee administration, cities
often base their stormwater fees on a property’s imper-
vious surface area, and the Sewerage & Water Board is
focused on this approach. Impervious area consists of
the hard surfaces that do not allow rain to soak into the
ground, such as roofs, driveways, walkways, patios and
pools. Properties with greater hard surface area gener-
ally pay more. However, fee structures usually include
ways to reduce the fee with credits for on-site projects
that store stormwater and delay its flow into the drainage
system.

If carefully crafted, a stormwater fee has two chief ad-
vantages over a property tax, which is based on a prop-
erty’s assessed value:?

¢ All property owners who benefit from the drainage
system, including tax-exempt properties, would
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have to help fund it. BGR finds that 37% of the
2025 assessed value of real estate in New Orleans
is tax-exempt.?

* And, with a schedule of credits, a fee can incentiv-
ize property owners to control runoff and reduce
the strain on the drainage system during storms.

The board of directors of the Sewerage & Water Board,
led by the mayor, would initiate a fee proposal. Any pro-
posal would require additional approvals by the New Or-
leans City Council, other governmental bodies and, ulti-
mately, New Orleans voters.

However, members of the public and the City Council
are skeptical. The City Council has refused to consider a
fee until the utility resolves water and sewer billing prob-
lems.* A March 2025 survey by the private, citizen-led
City Services Coalition shows voters generally align
with the council’s stance. It found 55% of voters oppose
a stormwater fee. About half of those opposed would
consider supporting it if the Sewerage & Water Board
were to fix its billing, management and customer service
problems.> The utility has made substantial progress in
2025 on installing more accurate water meters, reaching
more than 90% of the city. It has also reduced disputed
bills to a fraction of what they were in 2024.°

Also this year, many candidates for mayor and City

Council in the October 11 election told BGR they would
consider a stormwater fee. But they want clearer infor-
mation on how the fee would be fairly applied with trans-
parency and accountability.’

These considerations take on greater importance amid
affordability concerns. Both taxable and exempt proper-
ty owners face significant costs for property insurance,
mortgage interest and maintenance. The Sewerage &
Water Board’s own water and sewer charges are double
what they were in 2012.% A study found a homeowner at
the median income with a mortgage spends about 33% of
their monthly income on housing costs, the third-highest
ratio among U.S. cities.’

In this report, BGR studies ways to strengthen the qual-
ity of any future funding proposal and build public un-
derstanding and trust. BGR begins with background on
the city’s drainage system and its funding sources. The
analysis then presents available data on funding chal-
lenges and risks, followed by an exploration of key com-
ponents of a funding proposal that can support fairness,
transparency and accountability. The report ends with
recommendations to help guide the Sewerage & Water
Board in crafting its proposal — and assist governmental
bodies and voters in making informed decisions.
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BACKGROUND

New Orleans’ drainage system is central to the city’s
sustainability. Most of its land is below sea level, which
requires capturing and pumping out stormwater. A pe-
rennial target for hurricanes, the city is becoming more

Gray infrastructure. The citywide system of catch basins, pipes,
canals, and pumping stations. It channels stormwater for disposal in Lake
Pontchartrain or the Gulf Intracoastal Waterway in Algiers and eastern
New Orleans. The system generally consists of two parts: major drainage
and subsurface drainage.

Green infrastructure. Rainfall retention projects on public or private
property that store and slow the flow of stormwater to the gray infrastruc-
ture and restore groundwater. Examples include storage ponds, park areas
that are allowed to flood or which have underground storage tanks, tree
planting, bioswales, rain gardens, permeable pavement, and green roofs.

Major Drainage. Large drainage pipes measuring 36 inches in
diameter or larger, canals and pumping stations, built and maintained by
the Sewerage & Water Board.

exposed as sea levels rise, the land sinks, and the coast
erodes. Along with New Orleans’ levees, the drainage
system protects residents and businesses from flooding.
And it supports the city’s long-term economic prospects.

Today’s drainage system has two basic components:
“gray infrastructure” and “green infrastructure.” For
these and other drainage terms, see the sidebar.

Minor or “Subsurface” Drainage. A citywide network of small
pipes (less than 36 inches in diameter), catch basins, and manholes
beneath the street grid. This network feeds property runoff into the larger
pipes and canals. As defined in the cooperative agreement that trans-
ferred responsibility for this drainage from the ity to the Sewerage &
Water Board, subsurface drainage excludes “ditches, drainage swales, and
culverts of all sizes.” Ditches and culverts, the tunnel-like structures that
channel water under roads and bridges, remain the City’s responsibility as
part of street maintenance.

Subsidence. The gradual sinking of the land, which can be exacer-
bated by pumping out stormwater. Sinkage increases the risk of flooding
and can damage streets, subsurface infrastructure and buildings.

PAYING FOR DRAINAGE: CREATING FAIR, TRANSPARENT AND ACCOUNTABLE STORMWATER FUNDING FOR NEW ORLEANS | BGR | 13



Gray Infrastructure

When New Orleanians think of drainage, they usually
mean gray infrastructure. As shown in Chart B, this net-
work begins at the curb or with roadside ditches where
stormwater runoff collects. It then flows into the built

system of catch basins, pipes, canals, and pumping sta-
tions. The pumps then send the stormwater into Lake
Pontchartrain or the Gulf Intracoastal Waterway that
runs through Algiers and part of eastern New Orleans. It
is a complex feat of human engineering, with parts con-
structed more than a century ago.

CHART B. SEWERAGE & WATER BOARD STORMWATER FLOW THROUGH “GRAY” DRAINAGE

Drainage System
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>200 miles
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120 Drainage
& Constant-Duty
Pumps

Drainage Canals

>170 miles

Orleans, instead of Lake Pontchartrain.

Source: Sewerage & Water Board, December 15, 2025.

However, aging pipes and pumps are a maintenance
challenge. The limited storage capacity of drainage pipes
and canals is easily overwhelmed during heavy rainfall
or when equipment fails. When this happens, New Or-
leanians suffer the consequences through flooded vehi-
cles, homes and businesses and lost economic activity.

Even if the drainage system were properly maintained,
it is not equipped to handle today’s stronger storms. The
current system can handle one inch of rain in the first
hour of a storm and half an inch thereafter. At least five
storms have exceeded that capacity since December
2023.%°

A related problem is that pumping water out of the
city contributes to subsidence, the gradual sinking of
the land.™* Soils in many areas of New Orleans that are

Note: Small & Large Drainage Mains in the illustration include both the smaller “subsurface” pipes and the larger “major drainage pipes” that channel
water to drainage canals and pumping stations. Also, some pumps empty stormwater into the Gulf Intracoastal Waterway in Algiers and eastern New

drained swamplands must stay saturated; otherwise, they
can decompose and collapse.’? Sinkage exacerbates the
risk of flooding and can damage streets, subsurface in-
frastructure and buildings. This problem worsens over
time.?

Green Infrastructure

Green infrastructure lightens the load on the pipes and
pumps and restores groundwater. It can be installed by
public and private property owners.** Green infrastruc-
ture attempts to re-create features of wetland ecology.
In addition to reduced flood risks, its benefits include
nurturing wildlife, purifying the air, and improving the
quality of life for residents.*
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The concept has gained momentum since 2013 when
a team of urban planners, architects, engineers and other
experts published The Greater New Orleans Urban Wa-
ter Plan. The plan examines ways to better manage flood
protection and ground subsidence within the levees of
Orleans, Jefferson, and St. Bernard parishes. It empha-
sizes a holistic solution called “living with water.”* The
idea is to shift stormwater management from a tradition-
al “pave, pipe and pump” strategy to a more diversified
“slow, store and drain” strategy that uses both gray and
green infrastructure. The City and the Sewerage & Wa-
ter Board have used the regional Urban Water Plan to
help inform their green infrastructure projects and secure
funding for them.’

When the drainage system took shape in the early 20™
Century,® the Sewerage & Water Board built the major
drainage works — pipes measuring 36 inches in diameter
or larger, canals and pumping stations. Chart C shows
where they are today. The City replaced most of its open
drainage ditches with a vast network of underground
pipes (less than 36 inches in diameter), catch basins,
and manholes beneath the street grid. This is called sub-
surface drainage. It feeds property runoff into the larger
pipes and canals.
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Source: Sewerage & Water Board, December 15, 2025.

Prior to 1992, the Sewerage & Water Board maintained
subsurface drainage on behalf of the City. It cleaned catch
basins, flushed pipes, made point repairs, and otherwise
kept stormwater flowing to the major pipes and canals.
But New Orleans voters in 1992 rejected the renewal of
a Sewerage & Water Board property tax that funded that
work. As they do today, State laws explicitly prohibited
the utility from tapping its other drainage property taxes
for subsurface drainage work.* The City did not provide

Note: Click here to view this map on the Sewerage & Water Board's website. The minor drainage network is not shown, but it generally aligns with the
. city's street grid and feeds stormwater to the major drainage works shown here. Click here to view a citywide map of catch basins on the City of New

a replacement funding source. With no new funding for
subsurface drainage, the Sewerage & Water Board trans-
ferred maintenance responsibility back to the City. For
more than three decades, the City failed to provide con-
sistent funding for catch basin cleaning and pipe repairs.
It relied instead on occasional one-time budget appropri-
ations, federal funds, and part of a street repair millage
that expired in 2021.%°

In addition to inadequate funding, split control of
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the drainage system weakened performance, worsened
flooding, and impeded a holistic approach to stormwater
management.?! In 2011 and 2023 studies of Sewerage &
Water Board governance, BGR recommended restoring
responsibility for the maintenance and repair of subsur-
face drainage to the Sewerage & Water Board. It also
called on the City and Sewerage & Water Board to devel-
op a sufficient source of recurring funding.

In February 2024, Louisiana’s governor created a
task force to study the Sewerage & Water Board’s most
pressing issues, including drainage and billing. Later that
spring, as New Orleans struggled with severe storms and
flooding, the Legislature worked with the utility and the
City to pass several laws to strengthen the utility and fa-
cilitate drainage improvements.?? One of the new laws
makes the Sewerage & Water Board responsible for all
drainage operations in New Orleans. Drainage opera-
tions means both major and subsurface drainage. The
City transferred its subsurface drainage operations to the
Sewerage & Water Board on January 1, 2025.%

Key Function

Large pipes (36 inches in diameter or larger),
drainage canals, and pumping stations*

Subsurface drainage, consisting of catch
basins, manholes and smaller pipes (less
than 36 inches in diameter)

Roadside ditches and culverts that channel
water under roads and bridges

Stormwater planning (co-leaders)

Green infrastructure projects

BGR.,

Sewerage & Water Board

However, the transfer did not come with adequate fund-
ing for subsurface drainage maintenance and repair. And
the City lacks sufficient funding for the street drainage
and green infrastructure responsibilities it has retained.

As shown in Table 1, the Sewerage & Water Board is now
generally responsible for the cleaning, maintenance, repair
and replacement of subsurface drainage, including catch
basins, pipes and manholes.* At least initially, the utility
must address decades of deferred maintenance. The utility
aims to clean one-fifth of the minor drainage network each
year and repair broken lines. This will require an estimated
$25 million to $40 million a year. However, current recur-
ring revenue totals $13.4 million, leaving about one-half to
two-thirds of the need unfunded. The utility’s inspections
this year have found about half of the lines clogged with
debris. As crews fan across the city, the utility is gathering
more data to refine its estimated repair costs.

City of New Orleans

Limited to completing
FEMA-funded roadwork

Limited funding and
available property

* Excluding the three lakefront pumping stations at the outfall of 17th Street, Orleans Avenue and London Avenue canals. These are managed by the
Southeast Louisiana Flood Protection Authority — East. By agreement, the Sewerage & Water Board pays a portion of the cost.
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Under the utility’s agreement with the City, the trans-
ferred drainage operations specifically exclude “ditches,
drainage swales, and culverts of all sizes.”?® These re-
main the City’s responsibility. Ditches and culverts, the
tunnel-like structures that channel water under roads and
bridges, are part of City maintenance of the street grid.
The City’s adopted 2025 budget for street maintenance
was about $36 million below its Department of Public
Works’ desired level of $50 million a year.?’

In addition, the City kept responsibility for subsurface
drainage construction linked to Joint Infrastructure Re-
covery Request (JIRR) projects.® This is the ongoing
road program funded by the $2 billion FEMA settlement
for roads damaged in the Hurricane Katrina disaster. It
constitutes the bulk of the City’s current street improve-
ment funding. The City last year asked FEMA to extend
the deadline for that work from 2026 to 2028. In Decem-
ber 2025, FEMA approved a six-month extension.?

Under the subsurface drainage agreement, the City must
“co-lead” any stormwater master planning process with
the Sewerage & Water Board to “ensure that any plan has
a holistic view of both green and grey infrastructure im-
provements needed to intense rainfall events.”® It does
not appear that the two entities have established a joint
planning process, although they coordinate day-to-day
work. The Sewerage & Water Board has its own five-year
strategic plan for improvement that runs through 2027.

Currently, the Mayor’s Office of Resilience & Sustain-
ability directs the City’s own stormwater planning efforts.
The office also develops policy for the City’s green infra-
structure initiatives. The office works closely with various
City departments, including Public Works, Parks & Park-
ways, and Safety & Permits, as well as external agencies
such as the Sewerage & Water Board, on project planning
and implementation. However, the City’s capacity to con-
tinue these functions could be affected by significant staff
reductions in the resilience office, announced by the in-
coming mayoral administration shortly before the release
of this report. BGR will closely monitor developments.!

To date, the City has relied on federal grants to pay for
green infrastructure projects. The City won by far its largest
green infrastructure grant in 2017. The U.S. Department of
Housing and Urban Development granted $141.2 million
for the Gentilly Resilience District. This collection of proj-
ects in Gentilly is designed to combat flooding and improve
the quality of life.*? The City has also received several fed-
eral Hazard Mitigation Grants for projects in the St. Roch,
Mirabeau, Pontilly and other neighborhoods.*

Some new local funding is on the horizon. On Novem-
ber 15, New Orleans voters authorized the City to issue up
to $50 million in new bonds for drainage and stormwater

projects.® These bonds are repaid with a dedicated property
tax. The City Council’s adopted list of projects intended to
be funded with the new bonds includes substantial local in-
vestment into green infrastructure as well as improvements
to traditional subsurface drainage. These are City projects,
rather than Sewerage & Water Board projects. But they are
designed to alleviate stress on the drainage system by slow-
ing the flow of water to the utility’s pumping stations.®

The City agreed to retain the ongoing maintenance and re-
pair responsibility for its green infrastructure projects. The
City’s responsibility extends up to the Sewerage & Water
Board drainage structure that carries away excess rainfall. It
is also responsible for cleaning any sand or other sediments
that, due to a failure of green infrastructure elements or per-
forated drains, enter and impact the drainage system.® The
Mayor’s Office of Resilience and Sustainability has devel-
oped maintenance guidelines for the City’s green infrastruc-
ture as part of its new Green Infrastructure Toolkit.

The Sewerage & Water Board manages a relatively
small portfolio of green infrastructure projects. It has
less available real estate and access to grant funding than
the City does. In 2024, it completed a $2.5 million, five-
year initiative for 10 demonstration projects on proper-
ties it owns.*” The Sewerage & Water Board’s current
10-year capital plan lists only $8.6 million from federal
funding for green infrastructure through the U.S. Envi-
ronmental Protection Agency. And that will depend on
funding availability. While its own ability to undertake
green infrastructure projects is limited, the Sewerage
& Water Board anticipates encouraging its more than
140,000 private and public customers to retain runoff on
their properties and incentivizing this work with credits
against a future stormwater fee.*®
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ANALYSIS

The analysis begins with a summary of available data
on drainage funding challenges and risks. BGR then
explores key components of a funding proposal that can
support fairness, transparency and accountability.

PRELIMINARY ESTIMATES OF DRAINAGE
SYSTEM FUNDING GAPS

Currently, the costs of operating, maintaining and mak-
ing necessary improvements to New Orleans’ drainage
system — both gray and green infrastructure — are not ful-
ly quantified. The Sewerage & Water Board has provided
only preliminary estimates at various public meetings,
and the picture is incomplete. But even without final cost
figures, current funding is clearly insufficient to meet the
system’s extensive capital and maintenance needs. Pre-

liminary data indicate that the drainage system has sig-
nificant annual funding gaps, as illustrated in Chart D:

* The Sewerage & Water Board has less than $7
million a year from existing taxes to finance ap-
proximately $800 million of major capital needs.
These needs cover repairs and upgrades to its ma-
jor drainage assets — pumping stations, canals and
large drainage pipes. Financing the capital program
and meeting other operating needs for major drain-
age could run $23 million to $33 million a year.

 Separately, the utility estimates it needs another $12
million to $27 million a year to fix and maintain
the subsurface drainage network of catch basins
and smaller pipes that feed stormwater to its ma-
jor drainage system. The Sewerage & Water Board
assumed responsibility for that network from the
City this year, but it came with only $13.4 million
of recurring revenue and more than 30 years of de-

CHART D. PRELIMINARY ESTIMATES OF ANNUAL DRAINAGE FUNDING GAPS IN NEW ORLEANS

Identifying an Unmet Funding Gap of $35 Million to $60 Million a Year for Sewerage & Water
Board, Plus Green Infrastructure and the City of New Orleans’ Ditches and Culverts

Major Drainage:Works (S&WB)

$23 million left
if another tax
expires in 2031

.
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Current
recurring
revenue

$13 million a
year

- Funding gap
is $12 million to
$27 million to reach
a goal of $25 million
to $40 million
ayear

Recurring revenue drops to $55 million
ayear if one tax expires in 2027

$100to $110
million goal

Funding gap is $23 million
to $33 million a year

Gap would increase to
$45 million to $55 million a year

Gap would increase to
$77 million to $87 million a year

Green Infrastructure

No dedicated local revenue for either City or
S&WB green infrastructure. Maintenance need for
current projects is $822,000 a year. Annual costs for
new projects must still be determined.

City: Ditches and Culverts

No dedicated local revenue. Annual
maintenance and repair costs to be determined.

BGR analysis of information provided by the Sewerage & Water Board and the City.
See the Appendix for more information on the preliminary estimates.
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ferred maintenance. State law prohibits using the
existing drainage taxes for subsurface drainage.

Combined, the subsurface and major drainage
works (from catch basins to pumping stations)
could require approximately $35 million to $60
million a year in additional local funding. This im-
plies the Sewerage & Water Board should be spend-
ing approximately $125 million to $150 million a
year on its gray infrastructure, compared to the $90
million budgeted for 2025.

Of that current annual funding, $54 million, or
60%, is at risk of loss by 2031. The Sewerage &
Water Board must renew or replace a $22 million
property tax expiring in 2027. Another $32 million
tax could expire in 2031. If these taxes go away,
the funding gap will grow.

The City has not estimated the annual cost of main-
taining the drainage and stormwater management
functions it has retained, including ditches and cul-
verts scattered citywide.

Green infrastructure capital plans and future main-
tenance costs are also not fully determined. The
City estimates the current portfolio of Sewerage
& Water Board and City green infrastructure proj-
ects will require $822,000 a year to maintain. But
the City has several new green infrastructure proj-
ects in construction or design. Some are in line for
funding authorized by the November 2025 City
bond proposition that voters approved. Others will
require millions of dollars in new capital funding.
As the City installs new projects, maintenance
costs will rise.

DEVELOPING A CLEAR, HOLISTIC SPENDING
PLAN FOR FUTURE DRAINAGE REVENUE

New Orleans’ vast drainage needs underscore the im-
portance of careful, holistic planning and prioritization.
The public faces other demands for funding, outside of
the drainage system. A clear spending plan is essential.

The Sewerage & Water Board has not yet presented
its drainage funding proposal to the public, explaining
which specific needs it intends to fund and how much
each will receive. The Sewerage & Water Board has re-
tained Raftelis Financial Consultants (Raftelis) to prepare
a stormwater rate study.* To date, they have outlined only
broad contours of a funding plan. They will finalize pro-
jections of revenue requirements, decide how to distribute
those costs across the base of payers, and develop a pro-
posed fee schedule for the utility’s review and approval.*

The utility and Raftelis believe that stable and suffi-
cient funding to meet New Orleans’ drainage needs will
likely require both a stormwater fee and an extension of
some or all of the current 14.26 mills of property taxes.
The Sewerage & Water Board told BGR it continues to
study what combination of property taxes and fees it will
propose to the public.

Generally, governmental bodies seeking a funding pro-
posal from voters should present a clear spending plan. A
careful plan helps voters to make an informed decision.
It is also essential to support the fair allocation of any
new revenue among funding recipients.

The spending plan is a core concept in BGR’s frame-
work for analyzing ballot propositions for taxes and oth-
er public funding requests, as shown in the box below.

BGR’s research on ballot propositions has found thata government

asking voters to:approve afunding proposal should demonstrate:

» “Ithas carefully planned how it will spend the funding and provide
financial stewardship and accountability for publicdollars.

- The funding mechanismi s an acceptable way to fund the purposesin
light of alternatives.
« There s evidence indicating the funding would resultineffective
outcomes forthepublic.

r 4
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The framework considers the efficient and effective use
of public resources. BGR developed it over several years
of research on government finance and taxation, as well
as consultation with government finance experts. The
framework emphasizes that government entities must
exercise taxing authority judiciously to ensure sufficient
funding for the services and infrastructure voters de-
mand. And they must make a compelling case for any
new tax or other funding source they propose.

Developing an accurate picture of the drainage sys-
tem’s financial requirements and clearly justifying all
proposed expenditures is the first step for any drainage
funding proposal.** That picture should reflect a holis-
tic approach to the challenge of managing stormwater
in New Orleans.*? As discussed earlier, the Sewerage &
Water Board and the City each have important roles and
responsibilities for years to come. For example, property
owners who rely on City management of ditches, cul-
verts and green infrastructure may face the consequences
if a stormwater fee covers only the Sewerage & Water
Board’s costs and the City provides no other funding for
that work. Managing rainfall and the flow of runoff ef-
fectively will depend on sufficient funding throughout
the system, no matter who is in charge.

High-quality spending plans, which should be in writ-
ing, go beyond a simple budget of sources and uses of
new revenue. BGR’s past On the Ballot reports, available
at bgr.org, have generally found that strong plans:

e Address clearly identified goals

» Justify how the proposed uses of public dollars are
high priorities

» Explain important assumptions behind cost projec-
tions

e Seek efficiencies in current operations or capital
investments

e Avoid creating unnecessary surpluses of revenue

* Meet legal or other obligations that shape future
spending

This list is not exhaustive, but it illustrates the infor-
mation voters should have available to evaluate the case
for new funding.

For example, current State laws place constraints on
spending drainage tax revenue and stormwater fee reve-
nue. As noted earlier, the existing drainage millages can-
not be used for subsurface drainage work. The stormwater
fee law that caps the portion of fee revenue that can be
spent on drainage operations and maintenance at 40%.
The rest must go to capital purposes, such as system im-
provements, debt financing or a replacement reserve.*

In developing a spending plan, the utility can study such

concerns and identify any legislative action needed to sup-
port funding flexibility.

The spending plan closely relates to another core con-
cept in BGR’s framework: the potential for effective
public outcomes. In the context of New Orleans’ drain-
age system, demonstrating the potential for effective
outcomes most notably refers to how the new funding
can improve stormwater management and reduce the risk
of flooding. This is a key question for New Orleanians
who have suffered damage or lost business due to neigh-
borhood flooding. It is also an important one for tax-ex-
empt property owners who will be asked to help meet the
drainage system’s costs for the first time.

BGR’s past On the Ballot reports suggest that govern-
mental bodies can offer a variety of evidence supporting
the potential outcomes for the public’s investment:

» Alignment of the programs or services to be fund-
ed with the government’s broader strategic goals
and objectives and research-based practices

» Measurable returns that citizens can anticipate
» Potential to leverage other funding sources
» Potental to help avoid or reduce future public costs

\oters should understand how broader goals for drain-
age system performance and flood risk reduction in New
Orleans neighborhoods will inform the Sewerage & Wa-
ter Board’s funding proposal. As discussed earlier, the
Sewerage & Water Board has developed a 10-year, $800
million drainage capital plan. It has also set a goal of
cleaning one-fifth of the subsurface drainage network
each year. Beyond that, the utility has broader strategic
goals for improving system performance and operations.
The City itself has several ongoing drainage studies to
reduce neighborhood flood risk, which may identify new
green infrastructure solutions.

BGR’s framework also emphasizes a careful analysis
of alternative funding options. This analysis is important
to ensure the proposal is raising revenue efficiently and
effectively, and to understand the potential impacts on
different groups of payers.

To date, the Sewerage & Water Board and Raftelis
have raised concerns about both the traditional property
tax funding approach and a full replacement of drainage
taxes with a stormwater fee.*
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If the Sewerage & Water Board were to seek only new
property taxes, it would increase the burden on taxpayers
while tax-exempt properties would continue to contribute
nothing for the flood protection and other benefits they re-
ceive from the drainage system. BGR estimates that cov-
ering just the $35 million to $60 million a year funding gap
for traditional drainage would require 7.5 to 13 mills of
new property tax.” This would be a drainage tax increase
of roughly 50% to 90% over the current 14.26 mills.

The utility is also not pursuing a one-to-one replacement
of the property taxes with a stormwater fee. It says that,
without the tax component, the fee could be high and po-
litically unappealing to residents and elected officials. A
stormwater fee would significantly redistribute the overall
cost burden of the drainage system. As an example of this
effect, the utility notes that high-value buildings with rel-
atively small footprints, such as office towers and hotels,
would contribute much less than they do with drainage
property taxes. In evaluating tax-and-fee options, the Sew-
erage & Water Board must carefully consider the ability
to pay alongside the goal of a fair fee based on drainage
system usage.

BGR acknowledges that property taxes, to some de-
gree, may remain a baseline funding source because of
the magnitude of system costs. Also, if the $22 million
property tax gets closer to expiring in 2027 and no storm-
water fee is in place, the utility may be forced to seek its
renewal for revenue stability. Further, combining a user
fee with a tax can mitigate the impacts of a decline in one
revenue stream. Taxes can also help provide stability for
financing large capital projects. However, without more
detailed information on the Sewerage & Water Board’s
proposal, BGR cannot evaluate possible approaches to
rebalancing or replacing drainage taxes with a new fee.

For example, The Water Collaborative suggests retain-
ing the taxes initially while the fee is gradually imposed.
The group suggests phasing in the stormwater fee initial-
ly on tax-exempt properties and then extending it to tax-

paying residents and businesses. Over time, as the fee is
expanded to residents and businesses citywide, the utility
would phase out the taxes in favor of the fee. The public
may benefit from a comparison of The Water Collabora-
tive’s recommendation to the Sewerage & Water Board’s
once more information becomes available.

A key step with any stormwater fee structure is ensur-
ing that it can be defended in court as a user charge and
not a new tax. A stormwater fee, on its own, is a relative-
ly untested concept in Louisiana. Despite the prevalence
of fees in hundreds of other U.S. cities, there are no such
parishwide fees in Louisiana. And, while combining a
user charge with a property tax is an established approach
for some water and sewer utilities, such as Jefferson Par-
ish, BGR could not find examples of this approach for
stormwater management.“

A hybrid tax-and-fee structure complicates the typical
defenses advanced by municipalities and utility districts
that have adopted a pure stormwater fee. A fee based on
some measure of impervious surface area typically estab-
lishes a clear link between the property’s fee and its de-
mand on the drainage system. Cities reinforce the connec-
tion by aligning fee revenue with the cost of the drainage
or stormwater service and dedicating the revenue to those
purposes. Such a fee also is considered “voluntary” in the
sense that it is possible for users to limit their use of the
system by reducing the runoff from their property.*” See
the sidebar for key factors considered by courts.

Because it is based on a property’s value rather than
its impervious area, a property tax may muddy the link
between the total amount a property owner pays and the
demand the property places on the drainage system. In ad-
dition, the Sewerage & Water Board intends to provide a
stormwater fee credit to single-family homeowners based

According to the National Association of Clean Water Agencies, courts across the country have focused on certain common factors in determin-

ing that stormwater assessments are user fees:

1. Whether the purpose of the fee is to regulate or collect revenue,

2. Whether the revenue generated is segregated or allocated exclusively to regulating the activity or entity being assessed,

3. Whether the fee benefits those it is imposed upon,

4. Whether the fee is a fair approximation of the cost to the government and the benefit to the individual fee payer or the burden to which they

contribute; and

5. Whether the rate is uniformly applied.

* National Association of Clearn Water Agencies, Navigating Litigation Floodwaters: Legal Considerations for Funding Municipal Stormwater Programs, 2014, p. 5.
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on their drainage property taxes, which does not follow
the standard approach for credits. Typically, the incentive
is tied to the property owner’s work to reduce runoff. For
homeowners, a tax-based credit could make the fee bur-
den more equitable by considering their overall financial
contributions to the drainage system. However, other tax-
able and tax-exempt properties would have to pick up a
larger share of the new fee revenue. These complexities
will need careful legal review and public justification by
the Sewerage & Water Board and the City.

The Sewerage & Water Board told BGR that it can im-
plement both a stormwater fee and a drainage tax under
current Louisiana law. In the utility’s view, it can com-
bine the two to support the drainage system, and it is
working diligently to meet all legal requirements.

The Sewerage & Water Board is pursuing a common
stormwater fee structure called the “equivalent residen-
tial unit” method. This structure groups single-family
residential properties into tiers based on the size of their
impervious surface area. This area consists of the hard
surfaces on a property that do not allow rain to soak into
the ground such as roofs, driveways, walkways, patios
and pools.*® The utility would then individually measure

Development
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other properties and charge them based on how their im-
pervious area compares to that of a typical home, called
an “equivalent residential unit” basis.

The Sewerage & Water Board is considering three tiers
for single-family residential properties. Properties in the
“typical” range for impervious surface area would pay the
base fee. Single-family residential properties with less im-
pervious area would pay 60% of the base fee. Those with
more impervious area would pay 150%. The Sewerage &
Water Board continues to refine those break points.

Generally, this model is a common approach in the U.S.
because it strikes a balance between fairness and ease
of administration.® And any building that produces run-
off and places demand on the drainage system is subject
to the fee, thus achieving the fundamental objective of
broadening the payer base to include tax-exempt build-
ings. Tax exemptions removed 37% of the drainage tax
base in 2025. Chart E shows the breakdown of the $2.74
billion of tax-exempt real estate assessed value among
government-owned (public), nonprofit-owned, home-
stead-exempt, and commercial and industrial exempt
property.*® Fully-exempt homes and other properties that
pay no taxes represent 10% of the city’s approximately
170,000 real estate parcels.>* BGR will take a closer look
at tax-exempt property in an upcoming report.

The equivalent residential unit method also has a track
record for legal defensibility, as indicated in the sidebar

$1,508.3

$1,000 $1,500 $2,000

BGR analysis of 2025 assessments of tax-exempt property compiled by the Orleans Parish Assessor’s Office and 2025 home-
stead-exempt assessed value for Orleans Parish reported by the Louisiana Tax Commission.
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on the right. It falls within the range of stormwater fee
structures that BGR recommended in 2017. For a de-
tailed analysis of those structures, see BGR’s 2017 report
available at bgr.org. A community advocate for stormwa-
ter fees in New Orleans, The Water Collaborative, also

recommends the equivalent residential unit method.>

The Sewerage & Water Board could consider whether
more tiers and adjusting the percentages of the base fee paid
by each tier can further enhance fairness and affordability
without increasing the administrative burden. There does
not appear to be a standard practice among cities, indicating
their structures are tailored to their housing markets. The
sidebar on Raleigh, N.C., and its four single-family resi-
dential tiers provides an example. BGR’s review of seven
other cities with similar fee models found as many as six
single-family residential tiers.*

The city of Raleigh, N.C., established a stormwater fee in 2004.
It faced a backlog of approximately $100 million in stormwater capi-
tal improvements to meet basic flood control, stream stabilization
and water quality objectives. It needed to roughly double its annual
funding from $6 million to $11.8 million.*

It has a tiered, equivalent residential unit fee structure. It is
based on the median square footage of impervious surface area of
developed land with only a single-family home. The city deter-
mined a median of 2,260 square feet of such impervious area. The
city divided parcels of single-family developed land into four tiers of
impervious area. The one including the median property pays at the
base rate (noted in Table 2), with another tier below and two tiers

above.
Tier Square Feet of
Impervious Area
1 400-1000
2 1001 - 3870
3 3871-6620
4 6621 -9500

In 2023, the authors of Western Kentucky University’s annual
Stormwater Utility Survey created a metric that captures how well
a stormwater fee reflects best practices. The index measures how
close or far a given fee structure is to a fee structure that measures
and assesses the impervious area of each plot individually. They
call the metric the “Ugly Index.” A higher score indicates that the
fee system is farther away from best practices, and thus less legally
defensible. The equivalent residential unit models tend to score
low on the Ugly Index, while flat fee systems score much higher.*

* Campbell, Warren, and Emily G. Davis, Western Kentucky Stormwater
Utility Survey 2023.

For other residential properties (from duplexes to large
multi-family apartment complexes) and nonresidential properties
(commercial, industrial, institutional and other types), the city
calculates their fee by dividing their impervious area by the square
footage of the equivalent residential unit and then multiplying by
the base rate. The city council sets the base rate. The city maintains
an online map of property measurements and fee calculations.

The current fee schedule, with the $7.65 monthly base rate, is
budgeted to generate $38.9 million in the 2025 fiscal year.**

* City Council of the City of Raleigh, North Carolina, Ord. No. (2003)-537,
adopted November 5, 2003.

** (ity of Raleigh, Stormwater Management Advisory Commission, Annual
Report, for the fiscal year ended June 30, 2024, p. 15.

Monthly Fee Percentage of
Base Rate
$3.06 40%
$7.65 (base rate) 100%
$13.01 170%
$22.19 290%

Note: Single-family developed parcels with less than 400 square feet of impervious area pay no fee, while those with more than

9,500 square feet are charged at the commercial rate. Rates effective as of July 1, 2024.

Source: City of Raleigh, North Carolina, “Stormwater Utility Fee,” webpage accessed July 1, 2025.

PAYING FOR DRAINAGE: CREATING FAIR, TRANSPARENT AND ACCOUNTABLE STORMWATER FUNDING FOR NEW ORLEANS | BGR | 23


https://www.bgr.org/report-index/do-stormwater-fees-make-sense-for-new-orleans/
https://www.bgr.org/report-index/do-stormwater-fees-make-sense-for-new-orleans/
https://digitalcommons.wku.edu/seas_faculty_pubs/8/
https://digitalcommons.wku.edu/seas_faculty_pubs/8/
https://raleighnc.gov/stormwater/services/stormwater-utility-fee
https://cityofraleigh0drupal.blob.core.usgovcloudapi.net/drupal-prod/COR16/FY2024%20SMAC%20Annual%20Report.pdf
https://cityofraleigh0drupal.blob.core.usgovcloudapi.net/drupal-prod/COR16/FY2024%20SMAC%20Annual%20Report.pdf

In addition to establishing tiers, advances in technol-
ogy will allow the Sewerage & Water Board to individ-
ually measure the impervious area of all properties, in-
cluding homes, to ensure accuracy and transparency in
the fee development process. This is a significant step
toward fairness because it avoids the use of estimates.

The impervious area of those parcels is then divided
by the square footage of the median impervious area of
among single-family residential properties — the “equiv-
alent residential unit.” This calculation determines how
many multiples of the base rate they must pay. For exam-
ple, the median stormwater fee for a single-family residen-
tial property in the U.S. is $5 per month, or $60 annually.
The median equivalent residential unit nationally is 2,900
square feet of impervious area. A shopping center with
58,000 square feet of buildings and paved parking and
sidewalks would pay 20 units. Multiplied by the median
monthly rate, the stormwater charge would be $100 per
month, or $1,200 annually. The Sewerage & Water Board
cautions that the national median base fee of $5 per month
is an unrealistically low expectation for New Orleans.
While other U.S. cities typically impose only a stormwater

fee, their needs are not as great as in New Orleans.

The Sewerage & Water Board may include other equi-
ty and affordability tools in the fee structure:

Income-Based Fee Reductions. It is contemplating an in-
come-based affordability program but has not publicly
explained how it would work.>* Without more detail,
BGR cannot evaluate the program. However, ensuring
the basic fee structure provides adequate residential af-
fordability is an important first step before attempting to
craft relief programs.

Fee Credits for Delaying Runoff. The Sewerage & Wa-
ter Board may award stormwater fee credits to property
owners who implement voluntary stormwater manage-
ment projects to “slow the flow” of their runoff into the
public drainage system. Common types of projects el-
igible for stormwater fee credits in other cities include
on-site water storage, permeable pavement, ponds, and
rain gardens.*® Credits come with administrative require-
ments, such as periodic inspections.

If they are not administered well, credits can provide
unnecessary subsidies. In 2017, BGR recommended nar-
rowing any incentive-based credit programs to those that
encourage stormwater management practices applicable
to New Orleans and that create significant, quantifiable
runoff reductions. Experts suggest that large properties
seeking fee reductions should have a clear stormwater

management plan, performance metrics and periodic in-
spections for any on-site projects to reduce runoff and
lower their fees.>® Careful planning for large properties
is important because a stormwater management feature
installed in one area may not address runoff in anoth-
er area, reducing the effectiveness of the incentive. A
well-designed credit system reinforces the link between
the amount of the fee and the quantity of stormwater dis-
charged from a given property.%’

The sidebar provides examples of how Washington,
D.C., has implemented both types of programs.

As part of its comprehensive stormwater management system,
Washington, D.C. has adopted both an income-based assistance
program and a credit system.

Property owners pay two stormwater fees. One is imposed by
city government to keep trash and other pollutants out of rivers
and install green infrastructure, among other purposes.” The
current charge is $2.67 per equivalent residential unit. DC Water,
an independent water, sewer and stormwater utility similar to
the Sewerage & Water Board, imposes another fee on monthly
water bills to manage runoff that enters its storm sewers. The fee
effective October 1, 2025, is $24.23 per equivalent residential
unit. DCWater divides residential property into six tiers based on
impervious area, with the base tier ranging from 700 to 2,099
square feet.**

The assistance program provides income-based relief for resi-
dential customers and nonprofit organizations who meet income
eligibility requirements. The city verifies eligibility. Nonprofit
organizations can receive credits up to 90% of the stormwater fee
charge.***

The credit system recognizes property owners who improve
stormwater retention and reduce demand on the city’s drainage
system. Owners can either install green infrastructure or remove
impervious surfaces on their properties. Property owners receive
credits through the creation and utilization of green infrastructure,
such as rain gardens, green roofs, rainwater harvesting, permeable
pavement, bioretention, and tree planting. As part of the system,
the city has created a mechanism for property owners to sell and
trade their credits with other property owners.****

*Washington, D.C., Department of Energy & Environment, “Stormwater
Fee Background,” webpage accessed September 2, 2025.

** DC Water, “Impervious Area Charge,” webpage accessed September 2,
2025.

*** DC Water, “Customer Assistance Programs,” webpage accessed
September 2, 2025.

**** Washington, D.C., Department of Energy & Environment, “Stormwa-
ter Retention Credit Trading,” webpage accessed September 2, 2025
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CHART F. SEWERAGE & WATER BOARD’S SUGGESTED PROCESS FOR APPROVING A
DRAINAGE FUNDING PROPOSAL THAT INCLUDES A STORMWATER FEE

Complete draft proposal

Conduct three public hearings and provide transcripts to City Council and
Board of Liquidation, City Debt

Sewerage & Water Board adopts proposal by resolution, with opportunity

for public comment

Review and approval of proposal by the Board of Liquidation, City
Council, and Louisiana State Bond Commission. At each stage, public
has opportunity to comment on the proposal.

Public vote on the proposition

PLANNING FOR TRANSPARENT
ADMINISTRATION

In addition to a fair fee structure and revenue distribu-
tion, the Sewerage & Water Board and City should take
steps to ensure public transparency. These range from
community engagement and input during the proposal
review to effective administration of the fee once ap-
proved.

Public Education and Community Qutreach

To persuade voters to approve a stormwater fee, it
will be essential to highlight the magnitude of the city’s
drainage needs. In addition, they must understand the ad-
vantages of a stormwater fee structure (or a tax-and-fee
hybrid) relative to the current structure funded solely by
property taxes. They must also know a comprehensive
plan for prioritizing projects is in place.%®

More than a decade ago, the Greater New Orleans Ur-
ban Water Plan emphasized that voters must understand
the importance of the drainage needs they will be asked
to fund:®

Source: Raftelis Financial Advisors, presentation to the Sewerage & Water Board’s Strategy Committee, June 2025.

Given the public’s current opposition to new
taxes and the reluctance of most politicians to
impose them, any funding strategies that are
eventually put into place will require comple-
mentary efforts to both raise awareness of the
issues that need to be resolved and to inform the
policy makers and voters of the importance and
value of sustainable water infrastructure. With-
out political determination and a broad support
base, making the investments that are necessary
to bring water systems into the 21% century will
pose an insurmountable challenge.®

Recent community outreach efforts by The Water Col-
laborative have shown that citizens are interested in this
issue and wish to make their voices heard.®* Since 2021,
The Water Collaborative has hosted meetings, work-
shops and other community events to engage residents
and business owners across the city. Once a stormwater
fee proposal is developed, the Sewerage & Water Board
and the City will need to determine how they will seek
public input. As shown in Chart F, the process outlined
by the Sewerage & Water Board for considering a drain-
age funding proposal that includes a stormwater fee has
several opportunities for public comment.
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The utility also needs to show that, if voters approve
a stormwater fee, administration will be transparent and
fair.

In advance of implementing the fee, utilities should no-
tify property owners about the fee. They should explain
how it will be calculated and what the anticipated fee for
each property will be. One city that follows recommend-
ed practices is Houston. When Houston implemented its
stormwater fee in 2011, all property owners received an
initial notification letter, explaining:

* The square footage of the impervious surface on
the property

* The classification of the property
* The type of drainage system on the property

* The annual drainage utility charge (calculated by
multiplying the square footage of impervious sur-
face by the applicable rate)

* The monthly or quarterly charge, depending on the
billing cycle

* The procedure for property owners to follow if
they believe that the charge is in error.®

National stormwater fee experts also recommend a
transparent appeals process for customers. In most cases,
ordinances establishing stormwater fees include a de-
scription of the process. There is no single recommended
way to structure such a process, and cities have taken dif-
ferent approaches. For example, Houston created a veri-
fication and correction system. Portland, Oregon, estab-

lished an administrative review committee for appeals.®

Another important component of fee-based adminis-
tration is the creation and maintenance of a user-friendly
website where all fee-related information is accurate, ac-
cessible, and easy for property owners to understand.® For
example, in Charlotte, the city’s Stormwater Service uses
aerial photography to identify and measure the impervious
area of all property. Property owners can access mapping
data through the Stormwater Service website.®

The Louisiana law enabling the Sewerage & Water
Board’s development of a fee proposal offers little guid-
ance on fee management, collection and distribution.%®
It contemplates only that the Sewerage & Water Board
would receive the proceeds. This provision does not
consider that both the City and the utility have unfunded
stormwater management needs. Addressing that gap may

require amendments to State law, specific directives in
the stormwater fee ballot proposition, a revenue sharing
agreement between the City and the Sewerage & Water
Board, or some combination of these approaches.

In addition, the public should expect a cooperative
agreement involving the Sewerage & Water Board and
the City that describes each entity’s roles and responsi-
bilities. There should be a clear approach to management
and accountability, with a dedicated fund for fee revenue
and reporting and oversight structures that support per-
formance. If financial stewardship plans are vague, there
is a much greater risk of wasting public resources or fail-
ing to address the identified need.

At this point, for example, it is unclear who will bill
and collect the fee. The enabling legislation is silent on
this important point. The majority of cities with storm-
water fees place them on monthly water bills.®” This can
be cost-effective for the utility because it makes use of
existing billing data and creates steady cash flow. There
is some leverage possible for non-payment. Some cities,
such as Raleigh, have the power to shut off water ser-
vice.®®

There are significant drawbacks to this approach, how-
ever. For instance, while a residential property owner
receives the primary benefit of flood protection paid for
by stormwater fees, the tenant may have the burden of
paying the fee to benefit a location that the tenant doesn’t
own. Tenants generally cannot make efforts on the land-
lord’s property to reduce impervious ground cover or
control runoff, and landlords would lack incentive if the
burden of paying stormwater fees falls to their tenants.
Moreover, the increase in New Orleans’ water and sewer
rates since 2012 has reduced affordability of those utili-
ties for lower-income renters.

BGR recommended in 2017 placing New Orleans’ fee
on the City’s annual property tax bills, with billing ex-
panded to include tax-exempt properties paying the fee.
The City, which is the tax collector for Orleans Parish,
prepares the tax bills, collects the payments and distrib-
utes the revenue to the tax recipient bodies as required by
law. BGR found several comparable cities that use tax
bills, such as Charleston, South Carolina, Mobile, Ala-
bama, and Seattle.®®

Tax bills would clearly impose the cost of the fee on
property owners, the primary beneficiaries of flood pro-
tection. Owners would see in one place how much they
pay for drainage. Tax bills would show credits to reduce
runoff. Stormwater fees can also be enforced along with
the property taxes due through the use of property liens.™

Raftelis has further suggested that using property tax
bills would have the advantage of maintaining current
drainage revenue patterns. If the Sewerage & Water
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Board is successful in creating a fee credit for drainage
property taxes paid, the use of property tax bills will pro-
vide those receiving the credit with a simple way to con-
firm it was actually applied. Monthly utility bills, which
are issued and collected by the Sewerage & Water Board,
would show the fee but not taxes paid. Property owners
may have difficulty reconciling how much they pay for
drainage and stormwater management. Water bills could
help with transparency, however. The Sewerage & Water
Board could add a link to the property owner’s stormwa-
ter fee account and the performance dashboard to facili-
tate customer access to that information.

Clarifying Louisiana law for handling fee manage-
ment, billing and collection, and revenue distribution
would help ensure the consistent, prompt and complete
distribution of funds to their recipients.

Public transparency must go hand in hand with mean-
ingful accountability measures to build public support
for the drainage funding proposal. BGR’s framework
for analyzing tax and other public funding propositions
emphasizes having a plan for financial stewardship and
accountability. Past BGR On the Ballot reports highlight
some common themes. The tax recipients themselves
should demonstrate a track record of stewardship and
accountability for public funds. Their plan for adminis-
tering the new revenue should demonstrate their capacity
to accomplish the spending plans and programs. In addi-
tion, an effective plan for stewardship and accountabil-
ity should include mechanisms for financial and perfor-
mance oversight and reporting to the public.

BGR highlights several areas that need close attention
in developing the drainage funding proposal.

Basic financial accountability includes regular spend-
ing reports and audits to illustrate how the Sewerage &
Water Board and the City are using revenue. They should
consider creating an easily accessible public dashboard
that tracks all revenue and spending and enables residents
to see which projects are being completed. Ultimately,
though, the best measure of success is improved perfor-
mance outcomes. The Sewerage & Water Board and the
City should be able to point to a more functional drainage
system. Possible metrics include improved flood mitiga-
tion, a higher percentage of basins cleaned each year, and
a reduction in subsidence. A range of metrics could be es-
tablished in law or in a future agreement between the City
and the Sewerage & Water Board to share the revenue.

In general, public utilities lack the profit incentive of
private utilities to motivate their performance. But ef-
fective performance can be supported with a cooperative
effort between the oversight body and the public utility.™
This approach focuses on setting standards of behavior
and holding the utility accountable for performance.’
These efforts can keep a public utility focused on effi-
cient and effective operations, promote sound decision
making, balance the interests of ratepayers and build
trust in the utility’s management.

Certainly, the Sewerage & Water Board’s own board
of directors should provide the first line of review. But
external oversight is important to further motivate per-
formance and reinforce public trust.

The City Council has direct oversight of City depart-
ments and offices, including their green infrastructure
projects, but limited control over the State-created Sew-
erage & Water Board. BGR’s 2023 report on the utility’s
governance chronicled how it took a decade of legislation
to increase council oversight of the Sewerage & Water
Board, and how the council still lacks clear mechanisms
to fully carry out this function.” Historically, BGR has
supported greater council oversight of funding and per-
formance, but the City Council has been reluctant to act
on its own without specific authority in Louisiana law.

Current law authorizing stormwater fees does little to es-
tablish regular oversight by the City Council.” This over-
sight could be funded through the fee. BGR has made rec-
ommendations for council oversight structures in its 2023
report, Waterworks in Progress, and in its communications
to the 2024 governor’s task force.” An effective City Coun-
cil oversight structure should be capable of handling both
funding reviews and performance monitoring. The objec-
tive review of funding proposals should have at a minimum:

* Independent expert analysis of funding requests
e Opportunities for public comment

* Clear timelines, requirements and criteria for eval-
uating and approving proposals.

Performance oversight is continuous and should at
least include:

* Regular review of strategic and financial plans and
reports

* Updates on operations

* Regular monitoring of system performance, with
goals and measurable outcomes.

Council oversight would supplement other existing re-
views, including the Sewerage & Water Board’s required
audits and the New Orleans Office of Inspector General’s
audit and investigation powers.
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One area in need of legal clarity is how the stormwater
fee schedule can be adjusted after it is initially set. For
example, the utility may need to raise additional reve-
nue in the future. State law does not set forth a process
for requesting or approving an adjustment. In addition,
it is unclear whether the law could be interpreted to re-
quire a public vote on any adjusted fee schedule.” This
would contrast with adjustments to water and sewer user
charges that establish a basic process and leave the final
decision to the City Council.”” In those cases, as with a
stormwater fee, BGR has called for the clearer guidance
on the council’s review criteria and procedures.

Further, BGR notes that drainage property taxes re-
quire an annual levy by the City Council. It is unclear
whether and how that council would coordinate that levy
with the stormwater fee to fund the drainage system.

Another way to bolster public oversight is a citizen ad-
visory committee. As discussed in BGR’s 2023 report,
some cities have created these committees to enhance
oversight of utility performance and make recommenda-
tions on funding requests.” For example, El Paso, Texas,
requires direct reporting by the utility to the city council.
It also has established a consumer advisory committee,
which monitored the development of the master plan and
provided input from the public.” The City of Raleigh,
discussed earlier in this report, has a Stormwater Man-
agement Advisory Commission. It is appointed by the
city council and supported by the city’s stormwater de-
partment staff.®° The commission’s duties include:®!

* Reviewing and recommending to the council storm-
water management policies, policy changes, long
range plans and their budgetary and rate impacts.

* Reviewing and commenting to the council on the
annual stormwater management capital improve-
ments program.

* Responding to council and city staff requests for
advice on matters related to stormwater services
and the stormwater management utility.

* Presenting the council with an annual report of key
actions and issues and its annual work program.®

There is no similar body established in the Louisiana
law governing stormwater fees. Nor does State law ex-
plicitly authorize the City Council to create one.

Two existing advisory bodies are limited in their abili-
ty to serve in this capacity for stormwater fees:

* The Sewerage & Water Board formed a Customer
Advisory Committee with citizen volunteers citywide
to provide input on its internal strategic planning ef-

forts and inform its staff on customer needs and prior-
ities.®® But the committee reports to the utility and its
scope is mostly limited to the planning process.

* The outgoing mayor, by executive order, created the
Infrastructure Advisory Board in 2019.% Four of its
members are appointed by the mayor, and three are
appointed by Louisiana’s governor. It has successful-
ly tracked and offered guidance on the use of funds
from the City’s 2019 “Fair Share” deal with the State
of Louisiana to direct new tourism taxes to infrastruc-
ture.® Effective with the transfer of subsurface drain-
age from the City, the Sewerage & Water Board now
receives 100% of those infrastructure dollars. It di-
rects a portion of them to the drainage system. While
the incoming mayor could consider expanding the
advisory board’s role to include the stormwater fee,
the body lacks staff support from either the Sewerage
& Water Board or the City. It has relied on assistance
from local businesses to fulfill its duties.

Granting the City Council the authority in State law
to create a stormwater advisory committee would sup-
port the council’s oversight of the utility and City depart-
ments and offices administering, spending and producing
results from the fee.

.
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CONCLUSION AND RECOMMENDATIONS

A stormwater fee for New Orleans holds the poten-
tial to fill critical funding gaps in the drainage system. It
could supplement the existing drainage taxes to improve
traditional drainage pumping and green infrastructure
for natural stormwater retention. Greater investment will
reduce flood risk in New Orleans neighborhoods, a key
concern for residents and businesses.

The stormwater fee would offer a fairer way to raise
new revenue than increasing property taxes. A fee would
be paid by both taxable and tax-exempt properties. And a
fee based on impervious surface area, which means hard
surfaces such as roofs and pavement, would better align
charges with system use.

Hundreds of other cities nationwide have implemented
stormwater fees. New Orleans’ drainage challenge is sever-
al degrees greater. Preliminary estimates just for traditional
drainage indicate that $35 million to $60 million a year in
new revenue is needed. This need is on top of the current
drainage budget of $90 million a year — if voters retain the
current taxes that are at risk of expiring in the next few years.

Still, a stormwater fee would be a new cost for proper-
ty owners. Renters and homeowners are already stressed
by high costs of living, including insurance costs. In the
nonprofit sector, public and private funding has tightened.
While New Orleanians recognize the importance of ef-
fective stormwater management, they must be convinced
that any drainage funding proposal is well conceived.
They want it to be fair, carefully planned and accountable.
Above all, it must achieve the desired goals of improving
the drainage system’s performance and reducing flood risk.

Before issuing a drainage funding proposal for public
consideration, the Sewerage & Water Board, in coordi-
nation with the City, should:

* Develop an accurate, comprehensive and public spend-
ing plan for new drainage system revenue. This plan
should identify system needs and set funding pri-
orities for the stormwater management responsibil-
ities of both the Sewerage & Water Board and the
City. It should look holistically at gray and green
infrastructure solutions and their desired results.
The plan should consider current revenue sourc-
es, including any extension of the existing drain-
age property taxes. The Louisiana Legislature may
need to loosen statutory constraints on spending
drainage tax and fee revenue systemwide. A thor-
ough spending plan would build public confidence
that the funding will make meaningful investments
to improve flood protection and quality of life.

* (Create a plan for effective and transparent manage-

ment of stormwater fee revenue and seek legislative
action, as needed, to support future implementation
of the plan. The plan should explain how the utili-
ty will work with the City and the Louisiana Leg-
islature, as needed, to (1) establish a process co-led
by the Sewerage & Water Board and the City for
devising stormwater management strategies, (2) set
up reliable, accurate billing, provide for collections
and enforcement, and manage and distribute fee
revenue in line with identified financial needs, (3)
ensure responsive customer service, (4) provide a
clear appeals process, and (5) give the public access
to the fee calculation for their property and other es-
sential information. This public information should
include an easily accessible dashboard to track (1)
fee revenue and spending and (2) drainage system
performance. The plan can help inform the utility’s
broader public education campaign for the stormwa-
ter fee, helping to build trust in a new and unfamiliar
funding mechanism.

Explain and justify the tax-and-fee funding model,
compared to alternative approaches to drainage sys-
tem funding. Retaining some or all of the existing
drainage taxes, in addition to a new stormwater
fee, may likely be necessary to meet the enormity
of New Orleans’ drainage challenges. The Sewer-
age & Water Board should demonstrate to the pub-
lic how its proposal is the most effective among
alternative approaches, including those that would
gradually eliminate the taxes in favor of a fee. It
should analyze the legal basis for its approach and
how it meets the principles used to defend storm-
water fees in court. The Sewerage & Water Board
should also justify any fee credits based on prop-
erty taxes paid and explain how they would be ad-
ministered. Addressing these issues will help the
public to consider the merits of the Sewerage &
Water Board’s proposal.

Consider increasing the number of tiers in the storm-
water fee structure for single-family residential prop-
erties with the goals of enhancing fairness and afford-
ability without increasing the administrative burden.
The use of tiers in a stormwater fee structure can
deliver greater equity and affordability compared
to a single flat rate. Ensuring the basic fee structure
provides adequate residential affordability is an im-
portant first step before attempting to craft relief pro-
grams. Optimizing the tiers can help limit the bur-
den of the new fee among homeowners with limited
incomes and build public trust in the fee proposal.
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* (larify, with State legislation as needed, how the City
Council should review and approve drainage funding
requests, incuding a stormwater fee. The coun-
cil’s review of future tax and fee funding requests
should have at a minimum (1) independent expert
analysis of funding requests, (2) opportunities for
public comment, and (3) clear timelines, require-
ments, and criteria for evaluating and approving
requests. These procedures can guide the council’s
initial consideration of a stormwater fee, as well as
future adjustments to the fee and the drainage tax
levies. An effective review process can help moti-
vate the utility’s performance and build public trust
in fundng decisions.

* (larify, with State legislation as needed, how the City
Council should provide oversight of drainage system
revenue and performance, including its authority to
create a citizen advisory committee to assist in those
efforts. Ongoing monitoring of drainage system
performance should cover both Sewerage & Water
Board and City functions and at least include (1)
regular review of strategic and financial plans and
reports, (2) updates on operations, and (3) regular
monitoring of system performance, with goals and
measurable outcomes. Granting the City Council
the authority to create a citizen-led stormwater
advisory committee would support the council’s
oversight of the utility and City departments and
offices administering, spending and producing re-
sults from the fee. The combination of council and
citizen oversight could help sustain public trust and
engagement and help support a holistic and effec-
tive response to New Orleans’ stormwater manage-
ment challenges in the years ahead.
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APPENDIX: NOTES ON PRELIMINARY FUNDING ESTIMATES

This appendix provides further explanation of the pre-
liminary estimates of drainage system funding needs
from the Sewerage & Water Board and the City:8

BGR defines recurring as “the portion of a govern-
ment’s revenues that can reasonably be expected
to continue year to year, with some degree of pre-
dictability.”®’

The projected future annual cost includes opera-
tions, maintenance, direct capital expenditures,
and the carrying cost of debt-financed capital proj-
ects.

The preliminary target for the major drainage
funding of $100 million to $110 million a year is
similar to the spending forecast suggested by a dif-
ferent consultant to the Sewerage & Water Board
in 2017. The consultant projected $110.2 million
revenue would be required by 2025. BGR dis-
cussed those estimates in an appendix to its 2017
report, Beneath the Surface.

The current property taxes for the major drainage
works consist of the Sewerage & Water Board’s
three separate drainage millages, each named after
the number of mills originally authorized in State
law. Millage adjustments following property reas-
sessments have reduced the actual number of mills
levied. The three taxes are:

(1) The 50-year “six-mill” property tax expir-
ing in 2027 is currently levied at 4.14 mills,
which is budgeted for $21.5 million in 2025.

(2) The 50-year “nine-mill” property tax ex-
piring in 2031 is currently levied at 6.20 mills,
which is budgeted for $32.2 million in 2025.

(3) The 30-year “three-mill” property tax ex-
piring in 2046 is currently levied at 3.92 mills,
which is budgeted for $20.4 million in 2025.

A“roll forward,” or increase, of the drainage prop-
erty taxes remains an option through the 2027 tax
year, when the next citywide assessment will be
conducted.

There is also $2.6 million of annual interest and
other income.

The $77 million of current revenue for major
drainage covers current operating costs and debt
service with little funding left over for capital
needs. Operating costs include those specific to the
drainage system, such as pumping station opera-
tions. They also include allocations of shared costs
and services within the Sewerage & Water Board
that are split among the water, sewer, and drainage
systems (e.g., fleet, personnel and administrative
overhead).

Current funding for subsurface drainage rep-
resents recurring revenue budgeted by the City for
the Sewerage & Water Board at the start of 2025.
The budgeted funds include $10 million in recur-
ring “Fair Share” revenue from the Infrastructure
Maintenance Fund, and $3.4 million in recurring
revenue from non-school zone traffic cameras.
The City also budgeted one-time revenue of $1.8
million from traffic cameras and $3.7 million from
American Rescue Plan Act pandemic relief funds.
Through June 2025, the Sewerage & Water Board
had received only $6.8 million of this $18.9 mil-
lion total, with delays in receiving traffic camera
and Fair Share revenue.
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38 Information provided by the Sewerage & Water
Board.

39 Raftelis Financial Consultants, “Drainage Fee De-
velopment Updates,” presentation to the Sewerage &
Water Board’s Strategy Committee, June 18, 2025.
The Sewerage & Water Board approved the $1.1 mil-
lion contract with the firm in December 2022. It is
funded from the utility’s portion of Fair Share rev-
enue from tourism taxes dedicated to infrastructure.
Infrastructure Advisory Board meeting presentation,
March 27, 2025.

40 Information provided to the Board of Directors of the
Sewerage & Water Board, June 25, 2025.

41 BGR, Beneath the Surface, p. 22.

42 BGR, Waterworks in Progress, p. 23.
43 La. R.S. 38:90.17(]).

44 Raftelis presentation, June 2025.

45 BGR estimated the tax revenue per mill by using the
2025 taxable assessed value of $5.6 billion, deducting
the fees charged by the Orleans Parish Assessor and
the City, and assuming a conservative 85% collection
rate. A mill is one-thousandth of a dollar.

46 BGR’s review of the Western Kentucky University
stormwater utility survey did not identify another
tax-and-fee approach. Combining a user charge with
a property tax is an established approach for some
water and sewer utilities. Water utilities in at least
five states have used some combination of property
taxes and user fees to fund their water and sewerage
systems. See Utah Foundation, Paying for Water, Oc-
tober 2019. Locally, for example, Jefferson Parish has
followed this approach for decades for its water and
sewer systems. For more information, see BGR, On
the Ballot: Jefferson Parish Water and Sewer Taxes,
March 20, 2021

47 BGR, Beneath the Surface, p. 10.

48 Based on a definition in City of Raleigh, North Caroli-
na, “Impervious Surface,” webpage accessed, Novem-
ber 3, 2025. Impervious area can also be described as
“the surface area on a parcel of property that prevents
or significantly restricts the infiltration of water into
the ground.” Raftelis presentation, June 2025.

49 BGR, Beneath the Surface, p. 15.

50 The exempt real estate assessed value is $2.74 billion
out of total Orleans Parish real estate assessed val-
ue of $7.48 billion for 2025. BGR analysis of 2025
assessments of tax-exempt property compiled by the
Orleans Parish Assessor’s Office and 2025 home-
stead-exempt assessed value for Orleans Parish re-
ported by the Louisiana Tax Commission.

51 Ibid. In 2025, the Louisiana Tax Commission report-
ed 65,720 residential properties with homestead ex-
emptions, of which 6,194 (9%) were fully exempt-
ed. In addition, BGR identified 10,305 other exempt
parcels. Based on these sources and other data from
the Orleans Parish Assessor’s Office, BGR identified
a total of 170,415 real estate parcels citywide. This
figure excludes public service and personal property.

52 The Water Collaborative, “Water Justice New Orle-
ans,” webpage accessed November 26, 2025.

53 The cities and their residential tiers included: Char-
lotte, North Carolina, four; El Paso, Texas, three;
Gainesville, Florida., one; Lancaster, Pennsylvania,
five; Portland, Oregon, three; Tulsa, Oklahoma, one;
and Washington, D.C., six.

54 Raftelis presentation, June 2025.

55 On-site water storage may include underground tanks
or other containers.

56 BGR notes that stormwater management plans are al-
ready required for new developments, or redevelop-
ments of existing properties, above a certain size. The
City adopted its “stormwater code” in 2018, which is
part of its building code. New developments or re-
developments that are one acre or more in size, or
have 5,000 square feet or more of impervious surface,
must manage the first 1.25 inches of stormwater run-
off on-site. For more information, see https://www.
nola.gov/nola/media/One-Stop-Shop/Safety%20
and%?20Permits/27702-MCS.PDF.

57 BGR, Beneath the Surface, p. 18.

58 Environmental Protection Agency, Funding Storm-
water Programs, April 20009.

59 Greater New Orleans Urban Water Plan, p. 161.
60 Ibid., pp. 162-163.

61 The Water Collaborative, Presentation to the Public
Works Committee of the New Orleans City Council,
June 2025.

62 See City of Houston Drainage Utility Charge FAQs.

63 See City of Houston’s Verification of Drainage Ultility
Charge and City of Portland’s Administrative Review
Committee.

64 Austin, Texas, Charlotte, North Carolina, and Raleigh
are examples of cities whose stormwater fee websites
align with best practices.

65 See Charlotte-Mecklenburg Stormwater Services
Data and Apps.

66 La. R.S. 38:90:17.

67 This finding that many cities place fees on water bills
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is consistent with BGR’s review in its 2017 report,
Beneath the Surface, and research for this report. For
example, cities such as Charlotte, Raleigh, Oklahoma
City, San Antonio, and Washington, D.C., place the
fee on water bills. For more information on stormwa-
ter fee billing and collection, see Water Environment
Federation, User-Fee-Funded Stormwater Manag-
ment Programs, 2nd Ed., 2013.

68 City of Raleigh, North Carolina, “Stormwater Fee
Frequently Asked Questions,” webpage, accessed
December 16, 2025.

69 City of Charleston, South Carolina, “Stormwater Ser-
vice Billing,” webpage accessed December 16, 2025,;
City of Mobile, Alabama, “City of Mobile Collecting
Fees to Strengthen Stormwater Program and Improve
Water Quality,” August 6, 2018, webpage accessed
December 16, 2025; and City of Seattle, “Drainage
Rates,” webpage accessed, December 16, 2025.

70 Generally, the authority to impose a lien for nonpay-
ment of a fee is expressly provided by law. For ex-
ample, State law specifically provides that security
district parcel fees, which are included on property
tax bills in New Orleans, are collected in the same
manner as ad valorem taxes. State law also specifical-
ly provides that unpaid security district parcel fees are
subject to the same penalties and procedures as un-
paid ad valorem taxes. See La. R.S. Secs. 33:9091.1
et seq. While State law currently authorizes the
S&WB and the City to impose a stormwater fee, it
does not expressly grant authority to either to impose
a lien for nonpayment of such a fee. See La. R.S. Sec.
30:90.17.

71 Beecher, Janice A., Economic Regulation of Utility
Infrastructure, prepared for the Lincoln Institute of
Land Policy, May 2013.

72 1bid.
73 BGR, Waterworks in Progress, p. 22.
74 La. R.S. 38:90.17, created by La. Acts 1983, No. 696.

75 BGR, Waterworks in Progress, p. 40, and read BGR’s
comments to the task force on our website.

76 La. R.S. 38:90.17(A)(3) states: “No rate and/or ser-
vice charge shall take effect unless first approved by
a majority of the electors of each approving entity at
the next regularly scheduled election.”

77 La. R.S. 33:4096 and 33:4121.
78 BGR, Waterworks in Progress, pp. 30-32.
79 See El Paso Water.

80 For more information, see https://raleighnc.gov/
stormwater-management-advisory-commission

81 City Council of the City of Raleigh, North Carolina,
Ord. No. (2003)-537, adopted November 5, 2003.

82 For the most recent report, which explains in detail
how the city is using the stormwater fee revenue, see
City of Raleigh, Stormwater Management Advisory
Commission, Annual Report, for the fiscal year ended
June 30, 2024.

83 See https://www.swbno.org/Projects/CustomerAdvi-
soryCommittee

84 City of New Orleans, Office of the Mayor, Executive
Order LC 19-02, August 6, 2019.

85 This is generally based on findings and recommenda-
tions regarding the Infrastructure Advisory Board in
BGR, How Has ‘Fair Share’ Fared?

86 BGR compiled the preliminary estimates from the
following sources: Raftelis Financial Consultants,
Presentation to the City of New Orleans Drainage
Consolidation Working Group, August 21, 2023, and
“Drainage Fee Development Updates,” presentation
to the Sewerage & Water Board Strategy Committee,
June 2025. Also, information provided by the Sew-
erage & Water Board and the City of New Orleans,
BGR analysis of the Sewerage & Water Board and
City of New Orleans 2025 operating budgets, and
BGR Property Tax Dashboards.

87 Government Finance Officers Association, Achiev-

ing_a Structurally Balanced Budget, February 28,
2012.
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