City of Whitewater Council Agenda Item Information Sheet

MEETING DATE: 05/19/15 ITEM: Wastewater Facility Upgrade Rate Study Report
PRESENTER: City Manager
PREVIOUS ACTION, IF ANY: None.

SUMMARY OF ITEM BEING PRESENTED:

As part of the initial planning for the proposed upgrades to the wastewater treatment facility,
Donohue & Associates conducted an extensive study on utility rates for the wastewater utility.
Donohue presented an initial estimate of future rate adjustments to staff in March. After the
initial meeting, staff provided Donohue with updated information and additional edits. The
estimates were shared with a variety of community groups and businesses including a majority
of the top ten rate paying utility customers.

Donohue has come back with an updated draft report on the expected rate adjustments related
to the proposed project. Final rates will not be set until after final bids for the project are
received later this year.

Sewer rates for the city include a fixed charge (identified on the bill as the Sewer Base Charge),
and a volume charge (identified on the bill as the Sewer Usage). Donohue will present a rate
adjustment for both the fixed and volume charges at this meeting.

Donohue will present two options for the fixed charge. Each option is the result of a different
methodology for determining the fixed charge amount. With the first option, the fixed charge
is calculated based on the size of the water meter(s) under a given account. With the second
option, the fixed charge is the same for all users regardless of meter size. Staff requests Council
direction regarding which calculation model to pursue for calculating the final rates later this
year.

Staff requests Common Council direction regarding proposed rates, including guidance on which
fixed charge calculation model to use in calculations moving forward.

BUDGET IMPACT, IF ANY: The overall cost of the project is expected to be $20.7 million. This rate
adjustment would meet borrowing requirements for the project.

STAFF RECOMMENDATION: Staff continues to review the two options for the fixed charge. If it is
determined that the “single fixed charge” in option 2 is the more equitable fixed charge rate
beginning in 2016, then the City Manager would recommend approval of option 2 moving forward.
However, this will result in a fixed charge increase for a majority of users in Whitewater. Some
users will also see a reduction in cost as a result. These two options will be discussed as part of the
presentation on Tuesday. Staff is also polling additional communities on how they calculate their
fixed sewer charges.
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ATTACHMENT(S) INCLUDED (If none, please state):
Draft Slide Presentation

FOR MORE INFORMATION CONTACT:
Cameron Clapper, cclapper@whitewater-wi.gov, 262-473-0100.
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Tuesday, May 19, 2015

Wastewater Facility Improvements
Project Update

Preliminary Rate Study
Results

Whitewater Wisconsin

) DONOHUE

Background

» Wastewater facility improvements project will
require an increase in user rates

» Design project includes comprehensive user rate
study

» Current residential user rates

User Rate Element Current Monthly
User Rates

Fixed Monthly Service Charge $9.56

Volume Charge ($/1000 gal) $6.57

P DONCHUE "m: cssamm
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Donohue Facility Plan T™ 4
* Address Age * Utilize Biogas
* Address Phosphorus * Address Age
S DONOCHUE

Background

Total WWTF Project Cost

Whitewater
WWTE S20.7M
Liquid Support Solids
Treatment Facilities Treatment

P DONCHUE

Background

P Rate increase must provide sufficient revenue for
new Clean Water Fund loan

Total Estimated Project Cost $20,700,000
Hardship Grant ($500,000)
Equipment Replacement Fund ($1,000,000)
Estimated Clean Water Fund $19,200,000
Loan Amount

Estimated Annual Loan Payment $1.305,000

(18 payments)

Donohue &% Gciates
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FHDONOHUE

Background

P Rate increase must provide sufficient revenue for
new Clean Water Fund loan

Total Estimated Project Cost $20,700,000

Hardship Grant ($500,000)

Subject to Change Based on Fund ($1,000,000)
Construction Bid Results und
Loan Amount

$19,200,000

Estimated Annual Loan Payment

1,305,000
(18 payments) >

P DONCHUE

Preliminary Rate Study Results

Rate Structure includes two categories of charges

Fixed Monthly Service Charge
* Covers customer service expenses including

administration, billing, and general expenses
* These charges are not related to wastewater flow and
loadings

Volume Charge
e Covers all costs related to treatment of wastewater

including operation, maintenance, and debt service
* Cost of treatment, $/1000 gallons basis

Donohue &% Gciates
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Preliminary Rate Study Results

» Preliminary study includes two options for the fixed
monthly service charge
0 Option 1 — Fixed Charge By Meter Size
= Fixed charge is based on meter size
= Current rate structure considers meter size
0 Option 2 — Single Fixed Charge
= Fixed charge is the same for all users

= WEF Financing and Charges for Wastewater Systems,
Manual of Practice No. 27, pg 176

FHDONOHUE "m: cssamm

Preliminary Rate Study Results

» Option 1 — Fixed Charge By Meter Size

Current Monthly | Proposed Monthly
Fixed Charge Fixed Charge

95 5900
1” Meter $15.23 $15.00

1%” Meter $24.68 $33.00
2” Meter $36.02 $58.00
3” Meter $62.46 $130.00
4” Meter $98.28 $230.00
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Preliminary Rate Study Results

» Option 2 — Single Fixed Charge

FHDONOHUE

Current Monthly | Proposed Monthly
Fixed Charge Fixed Charge
%" Meter $9.56 $11.00

1” Meter §15.23 $11.00
1%” Meter $24.68 $11.00
2” Meter $36.02 $11.00
3” Meter $62.46 $11.00
4” Meter $98.28 $11.00
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Residential Users — Preliminary Results

Option 1 — Fixed Charge By Meter Size
Summary for Typical Residential User, %” Meter Size

User Rate Elements Current Monthly | Proposed Monthly
User Rates User Rates

so55] o0

Volume Charge ($/1000 gal) $6.57 $10.45
Average Monthly Volume (1000 gal) 3.11 3.11

a0as| S350
Total Charge (Fixed + Volume) $30.00 $41.50

FHDONOHUE "m inamm

Residential Users — Preliminary Results

Option 2 — Single Fixed Charge
Summary for Typical Residential User

User Rate Elements Current Monthly | Proposed Monthly
User Rates User Rates

ss55] st

Volume Charge ($/1000 gal) $6.57 $10.45
Average Monthly Volume (1000 gal) 3.11 3.11

0a  sa50
Total Charge (Fixed + Volume) $30.00 $43.50
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Option 1 - Estimated Total Utility Costs / Month

B Water M Fire Protection M Sewer Option 1 Increase

$100.00
$90.00
$80.00
$70.00
$60.00 -
$50.00 -
$40.00 -
$30.00 -
$20.00 -
$10.00 -

$0.00 -
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Option 2 - Estimated Total Utility Costs / Month

B Water M Fire Protection M Sewer Option 2 Increase

$100.00
$90.00
$80.00
$70.00
$60.00 -
$50.00 -
$40.00 -
$30.00 -
$20.00 -
$10.00 -

$0.00
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Residential Users — Example Users

Current
Monthly
User Rate

Average
Monthly
[VEET-L
(1000gals/
month)

Option 1
Monthly
User Rate

Option 2
Monthly
User Rate

Example
Users

$25.03
$25.68
$26.88
$31.07
$34.78
$49.43
$51.35
$51.67

$56.68
;DOHOHUE . sEEEE
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Commercial Users — Preliminary Results

Option 1 — Fixed Charge By Meter Size
Summary for Typical Commercial User, %” Meter Size

User Rate Elements Current Monthly | Proposed Monthly
User Rates User Rates

so55] o0

Volume Charge ($/1000 gal) $6.57 $10.45
Average Monthly Volume (1000 gal) 24.63 24.63

Sioree| o573
Total Charge (Fixed + Volume) $171.38 $266.38

FHDONOHUE

Commercial Users — Preliminary Results

Option 2 — Single Fixed Charge
Summary for Typical Commercial User

User Rate Elements Current Monthly | Proposed Monthly
User Rates User Rates

ss55] st

Volume Charge ($/1000 gal) $6.57 $10.45
Average Monthly Volume (1000 gal) 24.63 24.63

sicrsal 525738

Total Charge (Fixed + Volume) $171.38 $268.38

P DONCHUE
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Industrial Users

Industrial Users — Preliminary Results

Option 1 — Fixed Charge By Meter Size
Summary for Typical Industrial User, %” Meter Size

User Rate Elements Current Monthly | Proposed Monthly
User Rates User Rates

S T

Volume Charge ($/1000 gal) $6.57 $10.45
Average Monthly Volume (1000 gal) 26.52 26.52

siazsl a7
Total Charge (Fixed + Volume) $183.80 $286.13
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Industrial Users — Preliminary Results

Option 2 — Single Fixed Charge
Summary for Typical Industrial User

User Rate Elements Current Monthly | Proposed Monthly
User Rates User Rates

so55] st

Volume Charge ($/1000 gal) $6.57 $10.45
Average Monthly Volume (1000 gal) 26.52 26.52

Si7azal 2771
Total Charge (Fixed + Volume) $183.80 $288.13
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Implementation
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2 Year Phased Rate Increase

» City has been working with the DNR on
implementing a 2 year phased rate increase

0 Requires split Clean Water Fund loan
0 Advantage

= Rate increases can be phased in 2016 and 2017
0 Disadvantages

= Additional costs with funding application and bond
counsel (approximately $25,000)
= Interest rates could change for 2017 portion of
loan
‘» DONOHUE sa. iasaas

Implementation Schedule

Present Preliminary Results from User

Rate Study
September Complete Design Documents for
2015 Improvements Project

November

2015 Receive Competitive Bids for Construction

January Finalize Project Finalize User Implement 1t
2016 Funding Rate Study Rate Increase

February Award Project to Construction Contractor
2016 and Begin Improvements Project

Implement 2nd Rate Increase

May 2018 Finish Improvements Project

P DONCHUE "m inamm
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Tuesday, May 19, 2015

Wastewater Facility Improvements
Project Update

Preliminary Rate Study
Results

Whitewater Wisconsin

) DONOHUE

Current Estimated Total Utility Costs / Month

B Water M Fire Protection M Sewer
$100.00

$90.00
$80.00
$70.00
$60.00 -
$50.00 -
$40.00 -
$30.00 -
$20.00 -
$10.00 -
$0.00
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Background

» Bond language from previous projects specifies
1.2 x revenue coverage in place prior to close of
new obligations

0 City has received approval from DNR to use surplus
revenue for facility’s Equipment Replacement Fund
(DNR mandated fund for process equipment)

0 Used for future capital and operating costs (delays
future rate increases)

FHDONOHUE "m: cssamm

Donohue &% Gciates

user rates — previous slides
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Projected Monthly User Rates
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Neighboring Communities
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