CITY OF

EAST PROVIDENCE, RI

WATER AND SEWER RATE STUDY

CITY COUNCIL WORKSHOP & PUBLIC HEARING | APRIL 12, 2017
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BACKGROUND

» Water and sewer funds are solely funded through
water and sewer revenue sources

— Fixed charges
— Volumetric charges
— Miscellaneous operating and non-operating sources

» Annual revenue needs are made up of
— O&M expenses

* Water purchases
* NBC charges

— Debt service
— Capital improvements
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GOAL OF RATE SETTING

How to Design a Rate Structure That:

Generates Accomplishes City
Sufficient and Stakeholder
Revenues Objectives

Is Consistent with
Industry Best
Practices

Is Defensible if
Challenged
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WATER RATE RECOMMENDATIONS

» Recalculate fixed charges to have
differentials between meter sizes be
consistent with industry best practices

» Increase fixed charges in FY18 only, and
then hold steady over forecast period

» Increase volumetric rates to accomplish
revenue needs (FY18-FY22 = 7.5%)
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SEWER FINANCIAL PLAN

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022
Sewer Financial Plan Forecast Forecast Forecast Forecast Forecast
Revenues
Meter Charge $ 3,270,358 $ 3,345,576 $ 3,422,524 $ 3,501,242 ¢ 3,581,771
Volumetric Charges 9,811,073 $ 10,036,728 ¢$ 10,267,572 $ 10,503,726 $ 10,745,312
Barrington WW Revenue 1,811,850 1,811,850 1,811,850 1,811,850 1,811,850
Other Misc. Revenue 187,550 187,550 187,550 187,550 187,550
Total: Revenues $ 15,080,830 $ 15,381,703 $ 15,689,496 $ 16,004,369 $ 16,326,483
Expenditures
Operating Expenses $ (10,007,832) $ (10,308,067) $ (10,617,309) $ (10,935,829) $ (11,263,903)
Existing Debt (3,902,306) (3,902,488) (3,902,367) (3,902,390) (3,902,444)
Future Debt - - - - -
Other Capital Costs (1,163,586) (1,158,490) (1,150,000) (1,150,000) (1,150,000)
Total: Expenditures $ (15,073,724) $ (15,369,044) $ (15,669,676) $ (15,988,219) $ (16,316,348)
Sewer Surplus/ (Deficit) $ 7,106 $ 12,659 $ 19,820 $ 16,150 $ 10,135
Key Results
Rate Increases 3.50% 2.30% 2.30% 2.30% 2.30%
Debt Service Coverage 1.30 1.30 1.30 1.30 1.30
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12.41
$ 51224 $12.10 $11.99 $11.89 $11.81 $11.74

> ﬂ:m:m_, o_n all bills fall in this range
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Consumption (Ccf)
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SEWER RATE RECOMMENDATIONS

» Increase fixed charges to enhance revenue
stability

» Recalculate fixed charges to have
differentials between meter sizes be
consistent with industry best practices

» Remove usage allowance of 875 cubic feet
pDer quarter

» Phase-in/out structure changes as needed
to mitigate customer bill impacts

13
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SEWER VOLUMETRIC EXAMPLE

Allowance Level

Existing Rate

Calculated Rate

Change

(cf)

875 $ 10.74 ¢ 8.49  -20.97%
800 10.74 8.19  -23.74%
700 10.74 7.81  -27.28%
600 10.74 7.45  -30.63%
500 10.74 7.11  -33.80%
400 10.74 6.79  -36.78%
300 10.74 6.49  -39.57%
200 10.74 6.21  -42.18%
100 10.74 595  -44.60%
0 10.74 570  -46.93%
AWC 10.74 6.45  -39.94%

15
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OPTION 2: REDUCE ALLOWANCE FROM FY18-FY22 &
FULLY INCREASE FIXED CHARGE IN FY18

FY 2017 FY 2018 FY 2019

ﬁon._u.“.: 2: Reduce Allowance from FY18-22

49.00

Quarterly Fixed Fee (5/8") ¢ 1500 $ 45.00 $ 46.00 $ 47.00 $ 48.00 $ |
Volumetric Rate (per Ccf) $ 1074 $ 781 $ 7.27 $ 6.79 $ 6.36 $ 6.24 |
Minimum Allowance (Cf) 875 700 500 300 100 -
' Median Customer Quarterly Bill (1,500 Cf) $ 82.13 $ 10748 $ 11874 $ 128.46 $ 137.05 $ 142.64
~$ Increase per Bill $ 2536 $ 1126 $ 973 $ 859 $ 559
' % Increase per Bill 31% 10% 8% 7% 4%
. Low-Volume Customer Quarterly Bill (875 Cf) $ 1500 $ 5867 $ 73.28 $ 86.03 $ 97.29 $ 103.62
. $ Increase per Bill $ 4367 $ 1461 $ 1276 $ 11.26 $ 6.33 |
% Increase per Bill 291% 25% 17% 13% %
' High-Volume Customer Quarterly Bill (3,500 Cf) $ 296.93 $ 263.68 $ 26421 $ 26423 $ 26426 $ 267.50
$ Increase per Bill $ (33.25) $ 0.53 $ 0.03 $ 0.03 $ 3.24
% Increase per Bill -11% 0% 0% 0% 1%

17
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AVERAGE WINTER CONSUMPTION

» Utilizing an average winter consumption
methodology for billing sewer will benefit
less than 20% of the City’s customers

— These are the customers that greatly increase
water use over the summer periods as
compared to winter periods (e.g. lawn irrigators)

» The typical customer in East Providence will
not benefit from this methodology, but will
also not be negatively impacted greatly

19
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QUARTERLY BILL COMPARISON

(5/8” meter & 15 Ccf)

$400
$350
$300
$250
$200
$150
$100
$50
S0
East Providence = Warwick Providence Woonsocket Pawtucket Kent County Bristol Newport

B Water M Sewer 21
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DISCUSSION

» Water Rates

» Sewer Rates

» Other options to consider?

» Next steps and key deadlines

23






Option 1: Remove Allowance in FY18

FY 2017

FY 2018

Quarterly Fixed Fee (5/8" $ 1500 $ 4500 $ 46.00 $ 47.00 ¢$ 48.00 $ 49.00
Volumetric Rate (per Ccf) $ 1074 $ 570 $ 583 ¢ 597 $ 6.10 $ 6.24
Minimum Allowance (Cf) 875 e & = = -
Median Customer Quarterly Bill (1,500 Cf) $ 8213 ¢ 130.50 ¢ 13347 $ 136.48 $ 139.54 S 142.64
$ Increase per Bill $ 4838 § 297 § 3.01 § 3.06 % 3.11
% Increase per Bill 59% 2% 2% 2% 2%
Low-Volume Customer Quarterly Bill (875 Cf) $ 15.00 ¢ 9488 ¢ 97.02 $ 99.20 $ 101.40 $ 103.62
$ Increase per Bill $ 79.88 ¢ 215 % 217 § 220 §$ 2.23
% Increase per Bill 533% 2% 2% 2% 2%
High-Volume Customer Quarterly Bill (3,500 Cf) $ 29693 $ 24450 ¢ 250.09 $ 255.78 $ 261.58 $ 267.50
$ Increase per Bill $ (52.43) $ 559 $ 569 $ 580 $ 5.91
% Increase per Bill -18% 2% 2% 2% 2%
Option 2: Reduce Allowance from FY18-22
Quarterly Fixed Fee (5/8") $ 1500 $ 45.00 $ 46.00 $ 47.00 $ 48.00 $ 49.00
Volumetric Rate (per Ccf) $ 1074 $ 781 $ 727 $ 679 $ 636 $ 6.24
Minimum Allowance (Cf) 875 700 500 300 100 2
Median Customer Quarterly Bill (1,500 Cf) $ 8213 $ 10748 ¢ 11874 $ 12846 $ 137.05 $ 142.64
$ Increase per Bill $ 2536 $ 11.26 § 9.73 § 8.59 $ 5.59
% Increase per Bill 31% 10% 8% 7% 4%
Low-Volume Customer Quarterly Bill (875 Cf) $ 1500 $ 5867 $ 7328 $ 86.03 ¢ 9729 $ 103.62
$ Increase per Bill $ 4367 $ 1461 $ 1276 $ 11.26 $ 6.33
% Increase per Bill 291% 25% 17% 13% 7%
High-Volume Customer Quarterly Bill (3,500 Cf) $ 29693 $ 263.68 $ 264.21 $ 264.23 $ 264.26 $ 267.50
$ Increase per Bill $ (33.25) $ 053 $ 0.03 s 0.03 % 3.24
% Increase per Bill -11% 0% 0% 0% 1%
Option 3: Phase Allowance & Fixed Charge

Quarterly Fixed Fee (5/8™ $ 1500 $ 22.00 ¢ 29.00 $ 36.00 $ 43.00 $ 49.00
Volumetric Rate (per Ccf) $ 1074 § 9.14 § 842 % 7.69 % 6.97 $ 6.24
Minimum Allowance (Cf) 875 700 500 300 100 -
Median Customer Quarterly Bill (1,500 Cf) $ 8213 $ 9512 ¢ 113.16 $ 12830 $ 140.54 $ 142.64
$ Increase per Bill $ 13.00 $ 18.04 $ 1514 $ 1224 3 2.10
% Increase per Bill 16% 19% 13% 10% 1%
Low-Volume Customer Quarterly Bill (875 Cf) $ 15.00 $ 38.00 $ 6056 $ 80.23 $ 9699 ¢ 103.62
$ Increase per Bill $ 23.00 $§ 2256 $ 19.67 $ 1677 $ 6.63
% Increase per Bill 153% 59% 32% 21% 7%
High-Volume Customer Quarterly Bill (3,500 Cf) $ 29693 $ 27792 $ 28147 ¢ 282.12 $ 279.88 §$ 267.50
$ Increase per Bill $ (19.01) % 3.55. % 065 $ (2.24) $ (12.38)

% Increase per Bill

-6%

1%

0%

-1%

-4%

25
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" Annual Fixed Fee

5/8" $ 8000 $ 8.00 $ 8.00 $ 8500 $ 8500 $ 85.00
3/4" $ 120.00 ¢ 12750 ¢ 127.50 $ 127.50 $ 127.50 $ 127.50
1" $ 100.00 $ 21250 $ 21250 $ 21250 $ 212.50 $ 212.50 |
", 11/2" $ 150.00 $ 425.00 $ 425.00 $ 425.00 $ 425.00 $ 425.00
2" $ 300.00 $ 680.00 $ 680.00 $ 680.00 $ 680.00 $ 680.00
| 3" $ 450.00 $1,360.00 $1,360.00 $1,360.00 $1,360.00 $1,360.00
4" $ 980.00 $2,125.00 $2,125.00 $2,125.00 $2,125.00 $2,125.00
6" $1,660.00 $4,250.00 $4,250.00 $4,250.00 $4,250.00 $4,250.00 |
8" $3,440.00 $6,800.00 $6,800.00 $6,800.00 $6,800.00 $6,800.00
10" $4,950.00 $6,800.00 $6,800.00 $6,800.00 $6,800.00 $6,800.00
~ Volumetric Rate (per Ccf) $ 405 $ 435 ¢ 468 ¢ 503 $ 541 $ 582,

27
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