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Water and Sewer System Rate Analysis OHM Awsos.

[Livemea , M

Five main goals of analysis:

 |dentify appropriate water and sewer rates that will be sufficient to
cover anticipated system expenses

e Determine annual revenue needed to pay for needed capital
improvements and to provide funding for replacement and/or
rehabilitation of the existing aging infrastructure

e Evaluate and recommend updates for other miscellaneous charges,
including hydrant rental charges, administration/inspection charges,
service call fees and fire service connection fees

« Review and update (as needed) fees related to the water and sewer
systems

« Review and recommend updates (as needed) to the City of Evart
Water and Sanitary Sewer Use Ordinance



Water and Sewer System Rate Analysis

Current Situation

As of early 2014, the City has approximately 691 water system
customers and 635 sanitary sewer customers.

Water billings from the years 2006-2013 generally show a level
trend.

The largest water customer who has consistently purchased
more than 70% of all water produced will be significantly
reducing their water usage by as much as 97%.

Sewer system bill from the years 2007-2013 generally show a
slightly declining trend. |

The largest sewer customer is in the process of shutting down
their operations, thus reducing future revenues.



Water and Sewer System Rate Analysis

Recommendations

« The City of Evart must make changes to their water and sewer rates
in order to keep the same level of service.

|t is also recommended that the City of Evart update their fee
schedule to align with current costs to provide certain services.
Service-related fees which include hydrant charges, service call fees
and connection charges, Sanitary Sewer surcharge fees, Multi-
Family Residential Unit Ready to Serve Charge, are intended to
cover the cost of providing these services.



Water and Sewer System Rate Analysis

PROPOSED MONTHLY RATE SUMMARY
Water Sewer
Commodity Charge (per e
1000) $2.30 S6.67
Ready to Serve Charge
5/8” Meter $5.00 $14.00
3/4" Meter $7.20 $20.16
1” Meter _ $12.80 $35.84
1-1/4” Meter $20.00 $56.00
1-1/2” Meter $28.80 S80.64
2” Meter 551.20 S143.36
3” Meter $115.20 $322.56
4” Meter ' $204.80 | $573.44
6” Meter $460.80 | $1,290.24
8” Meter $819.20 $2,293.76




Water and Sewer System Rate Analysis

Existing Rates
Water & Sewer Systems

* readiness-to-serve charge is intended to cover fixed costs
including debt retirement

¢ commodity charges is intended to pay for operating and
maintenance costs associated with the system.

e Other fees are intended to cover the cost of providing these
services.



Water and Sewer System Rate Analysis

Sewer Actual Expenses

e Itis important to note that the Sewer System have been
consistently operating with a net loss as shown below almost every

year since the 2007/2008 fiscal year.

2007-2008 | 2008-2009 | 2009-2010 2010-2011 2011-2012 2012-2013
ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL
EXPENSE EXPENSE EXPENSE EXPENSE EXPENSE BUDGET
TOTAL REVENUE SEWER $ 493,736.00 |$ 459,143.00 |$ 550,018.00 |$ 645653.00 |5 491,123.00 |5 481,800.00
TOTAL EXPENDITURES SEWER $ 569,449.00 |$ 658,011.00 |$ 605,685.00 $ 595,832.00 |$ 575,586.00 |$ 471,268.00
NET DIFFERENCE SEWER $ (75,713.00) |$(198,868.00) |$ (55,667.00) |$ 49,821.00 IS (84,463.00) 15 10,532.00




Water and Sewer System Rate Analysis

Future Projections
Water System

* For simplification, the water system needs approximately $550,000
of yearly revenue, (excluding depreciation and capital
improvements), to break even.

* Itis also recommended that the system rate structure provide
additional income to set aside capital improvement funds for
needed repairs and replacements.

— The 2012 Water Reliability Study conservatively identified $2
million worth of water main replacement projects that are
recommended in the next 5 to 10 years.

* Based upon the existing water system rate structure, (with the

anticipated water system demand drop), revenue will be $270,360,
which translates into a deficiency of approximately $280,000.



FORCASTED WATER SYSTEM REVENUE

EXISTING RATES AND SCENARIO 1 RATE INCREASES

Existing

Scenario 1A

Scenario 1B

Based upon an assumed future
water system yearly sales of
210,000,000 gallons

Existing System Rate
Structure

Ready to Serve
Revisions - Break Even

Ready to Serve
Revisions - Accumulate
a Capital Improvement
Fund

Commodity Ch'a:rgé $1.09 $2.30 $3.00
Read to Serve Charge

5/8" meter $5.00 $5.00 $5.00
3/4" meter $5.00 $7.20 $7.20

1" meter $5.00 $12.80 $12.80
11/4" meter $5.00 $20.00 $20.00
1.5" meter S5.00 $28.80 $28.80
2" meter S5.00 S51._20 $51.20
3" meter $5.00 $115.20 $115.20
A" meter $5.00 $204.80 $204.80
6" meter $5.00 $460.80 $460.80
8" meter $5.00 $819.20 $819.20
Predicted Water System Income $228,900.00 $491,400.00 $630,000.00
Predicted Ready to Serve Charge

Income S41,460.00 $59,064.00 $59,064.00
Predicted Total Income $270,360.00 $550,464.00 $689,064.00
Typical monthly cost for a resident

who uses 5,000 gallons $10.45 $16.50 $20.00




Water and Sewer System Rate Analysis

Future Projections

Sewer System

« The Sanitary Sewer System has been operating at a loss for several
years.

e The system can not continue to operate at a loss.

 Additionally, there are many system improvements that will need to
occur over the next 5 to 10 years, (lagoon sludge removal, Inflow
and Infiltration reduction).



FORCASTED SEWER SYSTEM REVENUE

Ready to Serve Jisy to Setve
Based upon expected yearly flows of [Existing System Rate Re.v.is\i/ons il Revisions -
60,300,000 gallons Structure : Accumulate a Capital
Even
Improvement Fund

Comm:c')dity__Charge $4.67 $6.67 $9.28
Read to Serve Cha rge |

5/8" meter $12.00 1 514.00 $14.00

3/4" meter $12.00 $20.16 $20.16

1" meter $12.00 $35.84 $35.84

11/4" meter $12.00 $56.00 $56.00

1.5" meter - 512.00 $80.64 $80.64

2" meter $12.00 $143.36 $143.36

3" meter $12.00 $322.56 5322 56

4" meter $12.00 S573.44 $573.44

6" meter $12.00 $1,290.24 $1,290.24

8" meter $12.00 52,293.76 $2,293.76
Predicted Commodity Charge Income $281,601.00 | $402,201.Q0 $559,584.00
Predicted Ready to Serve Charge $91,440.00 $164,377.92 $164,377.92
Income
Predicted Total Sewer System Income 7373,041.00 $'5_66’578'92 $723,961.92
Typical monthly Charge for a resident $35.35 $§47.35 $60.40
who uses 5,000 gallons




Water and Sewer System Rate Analysis

Comparison to other communities

* The existing water service monthly bill is currently one of the
lowest of the bench-marked communities.

e The proposed increase in the water service rate will result in
Evart’s rate to stillbe one of the lowest water service rates in
the area.

« The existing sewer service monthly rate falls in the middle of
the bench-marked communities.

e The proposed increase in the sanitary service rate will cause
Evarts rate to be on the high end of the sewer rates in the
area.
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Water and Sewer System Rate Analysis
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Community Water Charges Comparison

5,000 gallons

City of City of

Evart - Evart - Mt.
Communities Existing | Proposed | Alma Pleasant Clare |Big Rapids| Midland | Reed City
Commodity Charge $1.09 $2.30 $2.38 $2.42 $2.34 $5.30 $1.32 $2.00
Read to Serve Charge
5/8" meter $5.00 SE 00 | Si7.72- | 5616 | 51000 0 $5.00 | SLIBS: 5631
3/4" meter $5.00 $7.20 1000 | S11.01 | 511.85 $6.31
1" meter 5580 | Si235 ] 6sr05I5.0s || Sle00 ndiges | 51541 | 59.72
1 1/4" meter s500 | 52000 | $37.76 $15.12
1.5" meter SE00 | S28.80 | 85215 | 53050 | S6474 | %3873 | 518.96 | 521.60
2" meter $5.00 | $51.20 | $95.00 | $48.80 | $116.82 | $71.07 | $30.81 | 538.88
3" meter $5.00 | $115.20 | $208.61 | $97.60 | $259.53 | $121.47 | 5118.50 $86.40
4" meter $5.00 | $204.80 | $375.50 | $152.50 | $467.17 | $223.67 | $154.05 | $155.52
6" meter $5.00 | $460.80 | $834.43 | $305.00 $323.07 | $225.15 | $345.60
8" meter $5.00 | $819.20 |$1,688.05 | $319.95 | $615.90
Typical monthly cost for
a resident who uses $10.45 $-16;‘§0 $29.12 | 51826 . 52170 | $3150 | 51845 | $16.31




Water and Sewer System Rate Analysis

Community Sewer Charges Comparison

5,000 gallons

. City.of City of
Evart - Evart - Mt.
Communities Existing | Proposed | . Alma | Pleasant Clare |Big Rapids| Midland | Reed City
f(fog’;m"d'ty CharBedpert - &pen il cpipr - Chpgid easo 1 tug8 | i Sage L So08 | IS4 T5
Base Charge
5/8" Meter $1200° S1ao0p | s1894"| 8570 | SO05 | 54368 | $346
3/4" Meter $12.00 | $20.16 | $18.94 S20:11 | S1020 | $4368
1" Meter S12000 153532 | 53007 | 11295 || 83617 | $1840 | 85678 | $3.81
1-1/4" Meter $12.00 | $56.00 | $42.85 | $12.95 | $5.60
1-1/2" Meter $12.00 | $80.64 | $59.97 | $25.90 | $80.37 | $45.65 | S$69.89 | $8.00
2" Meter $12.00 | 514336 | $111.15 | $41.40 | $144.66 | $96.06 | 5113.57 | $14.40
3" Meter $12.00 | $322.56 | $246.16 | $82.80 | $321.45 | $164.18 | $436.80 | $38.09
4" Meter $12.00 | $573.44 @ $443.09 | $129.40 | $578.63 | $327.67 | $567.84 | $57.60
6" Meter 1$12.00 |$1,290.24| $984.63 | $258.75 $613.78 | $829.92 | $128.00
8" Meter $12.00 |$2,293.76($1,924.38 - $1,179.36| $354.00
Typical monthly cost for
a resident who uses 43537 | 64735 ‘1 432904 | $17.80 | S4151 | $2545 | $54.08 | S27.21




APPENDIX A — PROPOSED WATER SYSTEM SERVICE FEES

_Hydrant Use Charge Fire Protection Availability Charge

5100 charge plus This charge is for all water system customers who have a

Residential Fire Hydrant
Rental Fee

lkcommodity charge for water

fire suppression system installed. The monthly charge is

used based upon meter size as follows:

| : 3/4 inch $2.20

Commercial/Industrial Fire ! cha.rge s L mCh_ >l
W commodity charge for water| | 11/2 inch $8.80
" e used 2 inch $15.64
| 3 inch 535,20

Fire Hydrant Rental 4 inch $62.58

,500.0 -
Refundable Deposit »1,580.80 6 inch $140.80
8 inch $250.31
Connection Charges

Meter Cost

[Property Owner shall
reimburse the City for the
actual cost of the water
meter

Water Tap Fees

Minimum of $1,000. All City costs shall be recovered,
including roadway work, taps, meter, yoke, etc., with
$500 remaining to the City Water Fund for future
improvements.

Aﬁdministration and
Inspection Fees

Cross Connection Inspection Fee

Emergency Turn-On or
Turn-Off

$150.00

1 inch service $125.00 A fee shall be charged by the City to cover its costs for
2 inch service | $150.00 conducting cross connection inspections at locations
larger than 2 inch service 5$250.00 requiring back flow prevention, having chemical
; ' applications, food processing or non-domestic usage
Service Call Fees deemed.
Scheduled Turn-On or
Turn-Off $100.00 Unmetered Customer  Install Meter

Multifamily Housing Ready to serve $5.00/month




APPENDIX B - PROPOSED SEWER SYSTEM SERVICE FEES

Unmetered Customers

Customers that are unmetered and without a water service, shall pay a flat
rate of 34.01 per month. This assumes $14 for a ready to serve charge and
520.01 for assumed 3,000 gallons of water used per month.

Connection Charges
Administration and Inspection Fees
Residential Service $100.00
Commercial/Industrial Service $150.00

Service Call Fees

Scheduled $100.00
Emergency $150.00
Surcharge Fees
Suspended Solids (> 300 mg/l) S 0.20/Ibs.
BOD (> 300 mg/I) S 0.25/Ibs.
Total Phosphorus (> 9.0 mg/l) S 0.02/Ibs.

Ammonia Nitrogen 9> 30.0 mg/l) S 0.04/Ibs.

Sewer Tap Fees
Minimum of $1,000. All City costs shall be recovered, including roadway
work, taps, wye, cleanout, etc., with $500 remaining to the City Water
Fund for future improvements.

Multi-Family Housing
Multi-Family Units - Ready to Serve [S 14/month/unit







