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Section 1:
The Infrastructure Funding Challenge

’é’ Utilities Are Capital Intensive

+ Utilities must build, maintain, and replace infrastructure
+ Long lived assets require long-term management

— Operational management

 Condition assessments; maintenance

— Financial management

+ Saving money for repair and replacement
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OIE) Proactive Management is Key

+ Deferred funding, like deferred maintenance, results in a
cumulative negative impact

— Unless built into policy structure and budgeting, the current cost
of infrastructure often goes unnoticed and unfunded

+ Asset Management Plan
— Optimizes maintenance, replacement to minimize long-term cost
— Reveals long-term liability and annual funding needs

\J
0::) External and Internal Sources Insufficient

¢ CSl Infrastructure Crisis Report highlighted a number of issues

— State and federal funding sources are shrinking
— Agencies not setting aside enough funds to replace aging facilities
— Budgets are under serious strain as systems age, costs escalate

— Many infrastructure systems rely on revenue sources that are
inadequate to meet ongoing capital, as well as operations and
maintenance (O&M) needs

Infrastructure Crisis, St i lutic The g State College, Center for sustainable infrastructure (2014)
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O:E) Decline in Federal Spending for Utilities

Figure 3

Federal Contribution to Total Infrastructure Spending

W Water Utitities [l Highways [l Aviation [l All Transportation Infrastructure

Water /

Utilities

Value of Water Campaign: The Economic Benefits of Investing in Water Infrastructure 2017 (http.//thevalueofwater.org/)

’3’ What Local Options Exist?

+ Routinely updated document from Department of Commerce
— Eligible projects

- Ellglble applicantS Summary of Some Grant and Loan Programs
_ Funding available for Drinking Water and Wastewater Projects
Updated 10-1-18
* Grants
* Loans
— How to apply b =

— Contact email/phone

October 2018 document provided by Cathi Read at the Department of Commerce
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Section 2:
Developing an Infrastructure Funding Approach

OIE) What is Replacement Funding?

+ An annual cash contribution from current rate revenue
+ Pays for same-year repair & replacement projects... or
+ Saved for future capital projects
+ Policy-based approaches

— Original cost depreciation

— Replacement cost depreciation
— Asset management plan
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e
0::) Asset Management From a Financial Perspective
START

Asset Inventory

Condition
Assessments

Action Plan

Replacement
o . Ongoing Reserve Fundlng
Prioritize Capital .
Maintenance

Projects Plan FINISH

: | 1 i
= //’/7///////////% 1.'.‘1!!1/1::...“ i
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..:’ Adjust O&M Plans to Mitigate Risk and
*%? Optimize Capital and O&M Budgets

Traditional Approach Asset Management Approach
(Lifecycle Rehab & Replacement)

AAN

Performance Level
Performance Level

Time (asset life) Time (asset life)

‘:E) No Asset Inventory?

+ Questions to get started:

What do we own?

Where is it?

What did it cost to acquire?
What will it cost to replace it?
What condition is it in?

How long will the asset last?

+ Have single, authoritative source of asset information
— Most small to medium sized cities have various database sources
— E.g. hydrants, water, and collection mains in GIS
— E.g. treatment plants, pump stations, vehicles in accounting database or Excel

+ |dentify the authoritative group or person in charge of updating inventory
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Source of Supply Plant

Service Life

Replacement Needs

1 Wells and Springs 30 yrs.

2 Supply Mains 60 yrs.
Pumping Plant

3 Structures and Improvements 30 yrs.

4 Pumping and Power Production Equipment 25yrs.

Water Treatment Plant
5 Structures and Improvements 30 yrs.
6 Sand or Other Media Filtration Equipment 30 yrs.

Transmission and Distribution Plant

7 Distribution Reservoirs and Standpipes 50 yrs.
8 Transmission and Distribution Mains 80 yrs.
9 Services 30 yrs.
10 Meters 20 yrs.
11 Hydrants 45 yrs.
General Plant
12 Computer Equipment 4yrs.
13 Transportation Equipment 10yrs.
14 Tools, Shop and Garage Equipment 20 yrs.
15 Power Operated Equipment 15yrs.
16 Communication Equipment 10yrs.
17 SCADA Equipment 10 yrs.
Total

%> Example from AWWA

Example Calculation of Rehabilitation and

Original Cost

$

$
$

$

710,000
1,340,000

1,430,000
2,080,000

550,000
250,000

950,000
12,070,000
6,990,000
2,850,000
1,990,000

50,000
590,000
240,000
470,000
120,000

1,470,000

34,150,000

Annual RRF
(Original Cost
+ Service Life)

$ 20,000
$ 20,000

$ 50,000
$ 80,000

20,000
10,000

@ o

$ 20,000
$ 150,000
$ 230,000
$ 140,000
$ 40,000

$ 10,000
$ 60,000
$ 10,000
$ 30,000
$ 10,000
$ 150,000

$ 1,050,000

Replacement

$

Cost

2,560,000
3,760,000

6,490,000
3,050,000

2,100,000
260,000

1,770,000
40,940,000
12,290,000

5,400,000

3,530,000

30,000
710,000
300,000
710,000
170,000
450,000

84,520,000

Annual RRF
(Repl. Cost +
Service Life)

$
$

® o

LR AN

®w o e e e

$ 2,100,000

90,000
60,000

220,000
120,000

70,000
10,000

40,000
510,000
410,000
270,000

80,000

10,000
70,000
20,000
50,000
20,000
50,000

Source: Cash Reserve Policy Guidelines ||| Copyright 2018 American Water Works Association (AWWA)

$4,000,000
$3,500,000
$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
$500,000
$-

With dedicated
annual funding, rate
adjustments can be
smoothed over time

+ Annual capital spending may not be uniform

022) Replacement Reserve Funding (RRF)

With pay-as-you go,
rates can be
volatile

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

m Replacement Reserve Funding (RRF)

m Pay-As-You-Go

10/24/2018
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Section 3:
Integrating Funding into Rate Planning

OIE) Policy Funding and Rate Setting

+ What policies are already being funded?
— Existing capacity in rates

+ What additional policies do we want to consider?

+ What are the rate impacts of implementing those policies?

+ |s the preferred policy too great an impact?
— Phase-in funding to build up, smooth rate impacts
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&
0::) Fiscal Policies

+ Promote financial stability

+ Improve ability to weather financial .
risk and disruptions Documentation

of Policies is

+ Foundation for consistent financial '
and rate decisions Ideal!

+ Can help stabilize rates over time

o . . .
> Example Fiscal Policies

Policy Purpose Policy Target
Minimum cash reserve to accommodate varied

Operating Reserve revenue and expenditure timing 60 days of O&M Expenses
Capital Contingency To meet emergency repairs, unanticipated capital, and 1-2% of capital assets
Reserve project cost overruns (original cost)
Replacement Reserve Annual contribution from rate revenue toward the Replacement Cost
Funding (RRF) accumulating replacement liability - utility infrastructure Depreciation

SR G To fund ongoing vehicle and equipment replacement  Estimated replacement value

Funding
Debt Service Coverage Compliance with existing debt covenants and maintain Target 2.0
g credit worthiness for future debt needs Minimum 1.25
. o Rates shall be set to cover
Revenue Sufficiency Set rates to meet the total annual financial obligations R g

of the utility and be self supporting and fiscal policy achievement

10/24/2018
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SAMMAMISH PLATEAU WATER SUSTAINABILITY POLICY

As an element of sustainable service defivery, the
* ¢ g District proctices asset management. This policy is 8
designed to define and guide the District’s commitment

i

to sustainability and asset mancgement. AZZIREL

Attribute Attribute Components.

Policies in action... i

maing -6 daciors o enme Sl

+ Sammamish Plateau Water o Lo e L —
. . . - long-term acufer austainablty and comprehensive resource 4
Financial Viability ~ ¢ —— e "@'
— Avoid deferral of fiscal R e
responsibilities A ]
Product Quality mmnwﬂmmnm-ﬂm«w‘
— Adopt rates and targets that e
include reserves for R&R e e e e e o

et (i}
wug—umm“mmmum

— Ensure generational equity

Operational Optimization  The Dstrct wil emure mprovements and leverage
-w-;“nm—rn,-m F

Enterprise Resihiency | The Dt wil Joner 3 COlaboratve and Rerbie CAIE T g
manage potential rids P @

Community Sustainability The District wil promote regional awareness and partnerships o

°
A

” ° ° ° °
“*? Policies in action...

City of Bellevue

“The minimum annual rate funding level would be based on the current depreciation of assets expressed in
terms of historical costs, less any debt principal payments.

The maximum annual rate funding level would be based on the current depreciation of assets expressed in
terms of today's replacement costs, less any debt principal payments.

The minimum level based on historical cost depreciation approximates the depletion of asset value. Some of
the cost may already be in the rates in the form of debt service. Depreciation less debt principal repayment
provides a minimum estimate of the cost of assets used. Any funding level below this amount defers costs to
future rate payers and erodes the Utility's equity position, which puts the Utility’s financial strength and
viability at risk.

The maximum level based on replacement cost depreciation represents full compensation to the utility, in
terms of today's value, for the depletion of assets. The replacement cost depreciation, again less debt
principal repayment, provides a ceiling to an equitable definition of "cost of service".”

“The R&R Account will accumulate high levels of funds in advance of major expenses. These funds
will prc;vifde rate stability over the long-term when used for this purpose and should not be used for
rate relief.”

10/24/2018
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O:E) Agenda

*

*

Section 4: Rate Study Elements

*

Section 5: Communication with City Councils

*

Section 6: Public Outreach & Involvement

Section 4:
Rate Study Elements

12
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0:2) Why Are Rate Studies Important?

+ Quantifies policies, priorities, and initiatives
+ Tells the “true” cost of providing service
+ Tracks cost information and assumptions

+ Communicates financial decisions and their impact

022) A Successful Rate Study is...

+ Ablend of information and expertise from ALL departments
— Finance
— Engineering
— Customer Service
— Administration

...NOT simply
a financial

exercise!

10/24/2018
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.:E) Understand Sensitivities And Priorities

+ Priorities of management, staff, and Council set the stage

Less/No More/Yes

Growth Pays for Growth?

Replacement Reserve Funding?

Expand existing discount programs?

Smooth rate impacts over time?

Phase shifts in cost allocations?

Fund capital program with cash vs. debt?

Continue encouraging conservation?

022) Introduction to Utility Rate Making

+ Utility rates are set to recover the cost of providing service
+ Utilities incur two primary types of costs

+ Operating costs (regular / ongoing)
— Employee salaries and benefits
— Routine inspections
— Utilities / power
— Asset repair and maintenance

+ Capital costs (irregular / periodic) Yearl = Yearz . Year3 Veard . vears
— Infrastructure replacement W Operating [ Capital
— Facility expansions and upgrades

14
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OIE) Operating Cost Considerations

+ Historical cost review

+ |Inflation factors, CPI, CCl, labor contracts

+ Strategic program initiatives

+ Additional or enhanced needs (staffing, regulatory requirements)
+ Increasing costs (purchases, materials, supplies, electricity)

+ Indirect costs (overhead allocation up to date?)

+ Taxes (state excise, city utility)

— Periodically review state excise tax calculations

\/
> Revenue Considerations

Revenue Forecast

Forecasted by class, based on 3 to 5 year historical trends,

Rate Revenue . .
relies on growth assumptions

Miscellaneous

One-time or recurring, increases with growth or remains flat
Revenue

Fun ance Not an on-going revenue source, can mask revenue short-falls

10/24/2018
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0:2) Existing Operation Expenditures

... But how do we fund
capital projects?

Inflationary rate
$4,500,000 increases may address
existing costs...

$4,000,000

- -
-
-

$3,500,000
$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000

$500,000

$,
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
= Operating Expenditures mmm Existing Debt Service

—Rate Revenue Before Increases== Rate Revenue With Increases

022) Capital Costs

+ Source of Capital Project List
— Comprehensive Plan
— Internally Developed CIP
— Asset Management Program

+ Capital program should identify
— Timing: Year of construction?
— Cost: Are estimates already inflated?
— Funding: Internal / external sources?

+ Tackle high-priority capital projects first

16
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0:2) Capital Funding Hierarchy

More
Costly to
Utility

Less
Costly to 4 Revenue
Utility - Pons
4 Low-Interest
Cash State Loans
Same-Year Reserves
Revenue &
Grants & Connection
Developer Charges

Donations

0:2) Capital Funding Philosophy

Higher near term rates
Existing customers pay 100% of initial costs
Existing customers should pay for assets currently in use

Cash (pay-as-you-go)

Lowest near-term rates

Mitigates immediate rate impacts of costly capital
More closely matches costs to useful life of asset
Spreads costs between existing and future ratepayers
Debt capacity may be an issue

Debt Financing

Define a reasonable basis for cash/rate funding
Evaluate need for debt (large, long life projects)
Aligns funding with nature of capital project

17
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’ L] []
o:.) Fund Balance is a One-Time Resource

*

$4,000,000 Over reliance on fund balance can cause
utility to: (1) Delay future capital or (2) debt
$3,500,000 fund too much
$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
]
s,
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
M Fund Balance / Rates M State Loan M Revenue Bond

022) Capital Funding Impacts

KEY RATE COMPONENTS

Operating & Maintenance
+ Debt Service
+ Replacement Reserve Funding
= Revenue Requirement
- Miscellaneous Revenue

= Revenue from Rates

FUND BALANCE

Beginning Balance
- Target Balance (days O&M)
= Available for Capital

CAPITAL FUNDING

Total Capital Projects
- Contributions (grant/developer)
- Development Charges (SDCs, GFC)
- Replacement Reserve Funding
. Cash Reserves

Debt Funding (loans/bonds)

10/24/2018
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«%» How Much Revenue is Needed?

Operating & Maintenance Costs

Annual

Existing Debt Service
Revenue

Needs

Fiscal Policy Achievement

+‘+‘+‘
J

Future Capital: Cash + New Debt? )

\/
7 .
> Rate Revenue Requirement
No existing Significant
RRF policy Phase-In borrowing...deferred
o7 000,000 Strategy RRF policy
56,000,000
$5,000,000
54,000,000
$3,000,000
$2,000,000
$1,000,000
5
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
I Operating Expenditures W Existing Debt Service mm New Debt Service
mmm Replacement Reserve Funding (RRF)=—=Rate Revenue Before Increases == Rate Revenue With Increases

19
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\/
*% How Will Costs Be Equitably Distributed?

+ Revenue requirement: How big is the pie?

+ Cost of service: How should the pie be sliced?

+ Cost allocations are based on
— Industry standard methodologies

— Unique usage characteristics (use and demands)

— Unique facility requirements (planning and design criteria)

Class 2012 SR S Difference % Difference
Revenue Revenue
Residential $ 5635687 |'$ 5818285 | % 182,598 3.24%
Multifamily 1,359,847 1,009,157 (350,690) -25.79%
Commercial 2,548,590 2,716,682 168,092 6.60%
Total S 9544124 S 9544124 $ 0 0.00%

022) Sample Cu

Single Family

Residential (SFR)

Multi-family Residential
(MFR)

Commerciall. Industrial

Parks, Irrigation, &
Agriculture

stomer Classes

Typically largest customer group

Relatively low usage per unit

High peak demand

Lowest fire flow requirement; domestic sewer strength

Lower usage per dwelling unit

Usually master metered

Relatively constant use

Fire flow requirement between SFR & commercial
Domestic sewer strength

Diversity in use per account
Can have relatively constant use
Highest fire flow requirement
Varying sewer strength

Often smallest customer classes in terms of accounts
Majority of use in peak season

No fire flow requirement

Economic sensitivity

10/24/2018
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OIE) Sample Customer Class Usage

Water Usage by Month (cubic feet)
8,000,000

-
7,000,000
-_ \
6,000,000 7 \
5,000,000 , \
4,000,000
-— - \ -—

3,000,000 — e -
2,000,000
1,000,000

R N R R E N F N R R NN N RN R R NN

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

e Residential o ® Multi-Family ssssCommercial

OIE) Rate Design = Revenue Collection

+ Rate structure main goal: Recover target level of revenue
+ Primary communication tool with customers
+ Composed of fixed and/or variable charges

+ Considerations
— Equity of rates
— Complexity of rates (understandable & implementable)
— Rate Impacts
— Revenue stability and predictability
— Other: affordability, economic development, conservation

21
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’:E) Types of Rate Structures

Flat Rate Uniform Rate Allowance Rate
Fixed Charge $40/mo. Fixed Charge  $10/mo. Fixed Charge $12/mo.
Volume Charge $0.60/ccf 0- 10 ccf $0.00/ccf
Use >10 ccf $1.00/ccf
+  Fixed charges for water
Seasonal Rate Inclining/Tiered Rate regs 9 .
utilities are typically
charged by meter size
$ $ +  Flat rates are common
for Sewer and Storm
Fixed Charge $10/mo. Fixed Charge  $10/mo. rates
Winter Charge $1.00/ccf 0-10 ccf $0.50 / ccf
Summer Charge  $1.50/cct 19.20 ccf  $0.75 / ccf +  Sewer moving to volume
> 20 ccf $1.00 / ccf based rates

.0:) Do Rate Structures Align with Your
*%? Objectives?

Example Rate Structure Goals Igaar':ll(?r::;
» Sufficient and predictable revenue to recover costs

Financial Sustainability » Stable and predictable impacts to customers 1

» Adaptable to changing demands

» Promote conservation and efficiency of use

Conservation and Efficiency 2
» Protect natural resources

» Easy to understand, explain and administer

Transparency and Simplicit
? i s »  Compatible with billing system / meter reading

« Correlation of rates with costs
Fairness and Equity « Reflect customer usage patterns and service 4
requirements

- » Provide affordable water to “lifeline” users
Affordability . . 5
» Support economic development / preservation

10/24/2018
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O:E) Indexed Rates

Rate study establishes initial baseline
+ Rates increased annually by index until next study (3-5 years)
+ Benefit: rates do not get too far behind cost curve

Effective January 1st of each year, beginning
on January 1, 20xx, the water rates listed in
xxMC xx.xx.xxx shall be adjusted by the annual
change in the most recent Seattle-Bremerton-
Tacoma Consumer Price Index (Urban
Consumers) published by the U.S. Department
of Labor

—

.:E) Affordability

+ Definition: Charge for services without jeopardizing ability to
pay for other necessities such as food, shelter, etc.

+ The Department of Ecology benchmark
— Rates 2% or greater of the median household income (MHI)

Median HH 2.0% Projected SF
Income Monthly Monthly Bill

Year Inflation Difference

2.23%
2.23%
2.23%
2.23%
2.23%
2.23%

10/24/2018
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O:E) How to Address Affordability?

+ Reduce revenue requirement
— Create efficiencies to reduce operating cost
— Low-interest or no-interest loans instead of revenue bonds
+ Revenue neutral assistance programs
— Balance billing / level-payment programs
+ Non-revenue neutral assistance programs
— Crisis assistance
 Payment plans / Partial or full forgiveness
* Hardship / leak adjustments

— On-going bill assistance : E.g. 50% discount for low-income,
senior citizens

.:E) On-going Assistance Programs

+ Utility discounts for low income residents
— Discounts on total bill (20% - 70%)
— Discounts on fixed basic charge (17%-75%)
— Billed only after certain use (>10 ccf)

+ How will program costs be recovered?
— General fund
— Voluntary customer contributions
— Qutside agency administered / non-profits

+ Consider administration costs & participation rates

24
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Section 5:
Communication with City Councils /
Elected Officials

’ L] L]
> lllustrate Existing Issues

- \ X ". ’
AR - YRR,
& . " T

Y R

S \ .
| § r 3y - Al
| : \
1 § . 4
| L 4 o Y .t ] .

S v \
€
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«*+ lllustrate Existing Issues

26
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<% Highlight To Do List

Corrosion Control

7 ° °
0::) Link Revenue Increases with Needs

Single Family Annual Rate

Surface Water Utility

Operations & Staffing Capital

2018 2019 2024
Level of Service Matrix (existing)

+ Fund Existing Operating & Staffing
+ Additional Street Cleaning (add'l

$12kyr.) VIR )
LOS 1: Fix Operating Deficit $104 | $167 | $193 |- Additional Water Treatment (add! Minimal; outside funding
$50Kk/yr.) dependent.

+ Senior Engineer (856k/yr for Storm).
+ PW OPs Manager ($60k/yr for Storm).

Required as Part of NPDES Permit + $1.6 millon equipment (vactor

. truck, street sweeper, dump truck,
LOS 2: Meet NPDES * Vactor crew (3)
Requirements $0 $33 $56 e truck, tool shed, misc. tools &

- GIS tech (1) equipment)

Subtotal (LOS 1 + 2 $104 $200 $250

108 3 Hah Prierly Cepta “

Subtotal (LOS 1 + 2 +3) $104 $220 $265

£OS 4 tedum Priorly Capte! n

Subtotal (LOS 1 +2 + 3 + 4 $104 $252 $296

. . « City takes responsibility for private pond f§ » $150k for two trucks and hand
£0S 8 HOA Pend Hianienance n {00ks.

Grand Total $104 $276 $323

27
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\7
0::) Provide Scenarios for Decision Makers

Annual Increases 6% per year 7% per year 8% per year
Debt Needed $2.75 million $1.25 million n/a
Replacement Reserve $1.1 million $1.6 million $2.1 million
Funding per Year (45% of avg. CIP)  (65% of avg. CIP)  (85% of avg. CIP)
Single Family Bill $68 §72 $76

Section 6:
Public Qutreach

10/24/2018
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¥ Traditional Public Communication

+ Greater public scrutiny

— Requires public engagement, education and transparency
+ Traditional options

— Open house

— Rate advisory committee

— Bill calculators

— Frequently asked questions

— Newsletters

— Bill stuffers / notices
+ Technology Creates New Opportunities

02:) News Releases / Website Interaction
*

NEWS RELEASE
LAKEWOOD WATER DISTRICT ANNOUNCES 50-YEAR
PIPE REPLACEMENT AND R

Supporting their customer-focused approach of
Future” Lakewood Water District has annound
asbestos cement water pipes over the next fift,
years old and nearing the

The District’s R & R (Replacement and Reh|
Lakewood Water District customers continue to — —
of the lowest rates iff— el " Etsing | proposed | - i el s

vvvvv

Potential Monthly Bill Impact
$3.47

29
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How to Read Your Water Bill

% YouTube Educational Videos
*

Waste Water

o §ERVICE CHARGE
* [OMMODITY CHARGE

022) Social Media

+ Examples from a
County...but tools can be
used by Cities as well!

Lake Whatcom Stormwater Utility Public Meeting April 18

Whatcom County Public Works is hosting a public meeting o discuss the Lake Whatoom
Stormwater Utiity Service Area on Wednesday, Apri 18, 6:30 p.m. at the Bloadel Donovan Park
Multipurpose Room, 2114 Electric Ave., Bellingham, WA 98229 Proparty owners in the
unincorporated portion of the Lake Whatcom watershed are encouraged 1o attend 1o leam about
this new service area funding Gity of Bellingham resk

pay a stormwater utilty fee and will not be affected by this new stormwater uilty for Whatcom
County.

For additional information visit hitp/hatcomcounty. us/2830/Lake-Whatco.

Whatcom County is reaching out to Lake Whatcom watershed residents that use Nextdoor
through our new public agency Nextdoor account. As a public agency, we can send you notices
about programs, moetings, and servioes applicable to your neighborhood but cannot access your
neighborhood foed.

oom Stormwater Utility | Whatcom Coun
the Lake Whato

4 Nextdoor

Whatcom County Public Works
April 13- @

Whatcom County Public Works is hosting a public me

release: bitly/2InWISG

,Q QU (VRS ]

Lake Whatcom Stormwater Utility Service Area on W

Whatcom cou"ty PWA @WhatcomCoPWA R Apf 18| 6:30 pm. at the Bloedel Donovan Park Multipurpose
Whatcom County Public Works is hosting a public me
Whatcom Stormwater Utility Service Area on TODAY 4
Bloedel Donovan Park Multipurpose Room, at 2114 El

Ave., Bellingham, WA 98229,

Property owners in the unincorporated portion of the Lake Whatcom

and upcoming funding plan process.

WHATCOMCOUNTY.US
whatcomcounty.us

oY Like () comment /> Share

watershed are encouraged 1o attend to leam about this new service arsa

Link to press release: http://whatcomcounty.us/DocumentGenter/View/33627

10/24/2018
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" il

i,
Wi,
7
/u’/ 7

Proposed 2017 -2018 Utility Rate Changes
Frequently Asked Questions

THURSTON COUNTY
=
— PUBLIC WORKS

An Accredited Agency of the
Public Works Assocution

B 1ow are utilty rates determined?
" Utility rates are calculated by distributing the expected annual cost to maintain and operate the utilty over
How stewat tes dete ined in Lacey?
T e Tatee Gk ol . the number of customers within the service area These costs include a wide range of services, including

przd facility equipment,
power, supplies, 3 P of existing facilities and pipes,
power to run the facilities,

maintain a safe communty. training for operators, and

build utiity reserves to help fund future water and sewe infrastructure needs

nf pipes, s, oll of .
safely collect and deliver wastewater to a nearby LOTT Clean Water Alliance Wastewater Treatment Pid © lab and testing fees,
several yeors 9e .

Utility rate adjustments arc generally spread over several years to avoid large increases. If rates are not
periodically adjusted, they may not provide enough funding to meet system needs and could potentially
impact water quality.

budget process.

Who will be affected by the changes in wastewater rates?
allcity of When will changes take effect?
The Board of County Commissioners will hold a public hearing to solicit public comments on the
How and when will my wastewater bill change? proposd rate inceases. The hearing is being held
Tuesday, November Ist
1.2015 | 5:30 p.m.
County Courthouse, 2000 Lakeridge Drive SW, Olympia
Building 1, room 280
After the public hearing the Commissioners will make a final decision. If approved, the rate increases will
take effect on January 1" of each year (2017 and 2018).

the next 5 years,

e e e o 2% 2Rl What will the new revenue be used for?
Toulbliorwesmeter: . _317.00:. SION, JIBRL, IUAL 33044, 4131 Revenue from utility rates are used to pay for a wide range of utility needs. It provides funds for
Totalincrease from previous year: $0.80 so. . v ol openn,
o repair and replacement of crtical components
o preventative mainicnance, and
o help fund construction of water and sewer facilities.

your billor are structured, visit

What will this rate change help fund? *
i , repair,
infrastructure. in Lacey, there are. of sewer line, 48 sewer,
3 The utibty

its useful thI

Can the City fits he impact to rates?
Yes, the Gity plans to utiize portion of the Gitys financing. Current bond
rotes are about 5%

Updated October 23, 2014
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< Summary

Your challenges and
priorities determine Sensitivities &

the steps to Priorities
complete! Are you adequately
; Financial protected against
Public L ) 1ed
What level of Education Policy financial risks?
communication is Evaluation
needed with your
customers? Rate Study ~
re your revenues
components sufficient to
achieve full cost
Revenue ”
Rate Design Requirement  JANGaAAAK J

Forecast

Cost-of-
Service
Analysis

Do your rate
structures align with
your objectives? Are you charging

your customers

equitably?
FCS GROUP

’ ° ° °
% Questions and Discussion

10/24/2018
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Tage Aaker
Project Manager
tagea@fcsgroup.com
425.615.6487 direct

Contact FCS GROUP:
(425) 867-1802
www.fesgroup.com

4»FCS GROUP

Solutions-Oriented Consulting

Supplemental: Case Study with
City of Dayton
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¢ City of Dayton
+ Goals going into study...

— To ensure the long-term financial health of our utility enterprise
systems.

— To have a fiscal tool that could assist the City in balancing the
financial health and the maintenance and capital needs of
these systems moving forward.

— To provide a visual tool/communication plan to assist the
Council and community in understanding our water and sewer
systems fiscal needs.

«) City of Dayt
0 ITy Oor bayion
+ Important takeaways from rate study...

— That both water and sewer utility systems * financial health are
stable at this time, but.....

— Rate increases, and potentially large ones, will need to be
implemented to meet both ongoing operation/maintenance
needs and meet capital needs that are specifically tied to formal
capital improvement policies or state-mandated improvements
for an extended period of time.

— That the need for establishing utility fiscal policies is
imperative for continued stability of both systems.
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0.:) City of Dayton
+ Have you had a utility rate study conducted in the last 5-years?

+ Ask yourself, “Do you have adequate levels of funding: In support of
operating and maintenance needs?

— To meet system reinvestment?
* (aka capital improvement) needs for the next 5, 10, 20-years?
— Meant for operating reserves?

— Designated for capital contingency reserve to meet needs in the event of an
emergency?

— For Debt service coverage, if applicable?

— Do you’pave utility system fiscal policies in place to assure your system’s long-term
viability?

+ If you answer, “l don’t know or no” to any or all of the above, theniit's
probably time to conduct a rate study.
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