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Session Objectives

e Understand how to pay for the costs of
running your water system

e Look more closely at your rates
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Systems Love Low Rates, but...

Job Openings
Citizen Survey Resulls
Council Agenda

Comprehensive Planning
Information

Community Assessment

E-Mews Signup
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household, the City has the third lowest waters o ter
bill of $15 .38, and sewage bill of $10.36. As a result, proved to have the third lowest

combined residential water and sewage rates, of the 63 polled

The commercial rates were also compared among the same providers, based on 150,000 gallons
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What about customers?
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HOT TOPICS: Campaign 2012 Media Matters GBTV “$1 | 19« EL

RESIDENTS INCREDIBLY HAPPY ABOUT
WATER SERVICE: “I DON'T KNOW HOW THESE
FOLKS DO IT — CLEAN WATER WHENEVER |
NEED IT FOR ONLY A FEW DOLLARS A DAY!!”

Posted on December 17, 2011 at 3:20pm by Becket Adams Email » Prin

ElLike 467 &) Send +1 10 M Tweet <78 Comments (3:

“These people are going to end up rioting about this,” says Sheila Tyson, a community activist in
Jefferson County, Ala. “If they let this stuff happen they are going to get the biggest riot the Soutt
has ever seen ... | can see it coming.”




Are we
following the

applicable
laws?

WIll our rates
provide sufficient
cost recovery?
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What exactly
does this
include?




Are we
following the

applicable
laws?

Will our customers
be able to pay
these rates?

Will our customers
understand these
rates?

What exactly
does this
include?

WIll our rates
provide sufficient
cost recovery?

Will revenues be
resilient to changing
water demands?

Do these rates send
the right signals to
our customers,

based on our
objectives?

Are we allocating
the costs to the
right customers?
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“Fuller Cost Pricing”

e Operations & maintenance expenditures
e Taxes and accounting costs

e Contingencies for emergencies
 Principal and interest on long-term debt
* Reserves for capital improvement

 Source water protection
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Ways 1o Pay

e Pay as you go (current receipts)

e Save In advance and pay

e Pay later (someone loans you money)
e Grants (let someone else pay)



Grants Aren't Completely Free
Money

e Application for the grant can be expensive —
staff time and money

e Applications can take months to process
e Often lots of strings attached

e Often require a percentage match

 Lots of competition

e Difficult to sustain
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Quick Thought on Grants

* This presentation Is about
sustainable program finance

e Grants are not sustainable finance
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The Main Source Your
Revenue

e Pay as you go (current receipts)
e Save In advance and pay
e Pay later (someone loans you money)

~Grants(let someoneelse pay)
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Non-Rate Revenues

e Penalties

» Cellphone and radio receivers on the
tank

e Ads on the tank
e Tap fees
e System development charges
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Town of Jacksonvnle
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Other Places with a Fixed Rate

e Small town in New York state that
charges $120/year, billed twice

 Trailer park in Ohio that includes water
In the monthly rent

« HUD-subsidized apartments that must
Include water in rent
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Other Places with a Fixed Rate

 City of Chicago Lots of meters

to read

Drinking
water
supply
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Chicago Is moving to meters now

Frequently Asked Questions

Water Saving Tips

METER SAVE

SAVE WATER
SAVE MONEY!

CALL 311 For A FREE Water Meter
www.metersave.org

, -

Check Status & Schedules

Manage Appointment

Add Your Testimonial

Nelighborhood Testimonials

Homeowners participating in MeterSave will be eligible for a 7-year guarantee that
the home water bill will be no higher than it would have if the meter had not been
TakeSurvey installed.

Water Testing
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The Reef Condos — USVI

e Has residential units and commercial
(shops and restaurants)

e Flat rate structure for residents
* Decreasing block for commercial

* Bulk rate for the next condo complex
over



And then there iIs this...

Single outlet (Minimum charge) $193.00
One Bath 316.00
1 2 or 2 Bath 349.00
2 % Bath 379.00
3 or more Baths 413.00
Additional apartment/same service 316.00
Swimming pool 126.00
Each Boat slip with water available 16.00
Each Rental or Commercial Mooring 6.15
Each restaurant/snack bar seat 16.00

(Annual Rates)
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Example of Four Rate Setting Objectives

Full cost

recovery/ Encouraging

revenue conservation
stability

Fostering Maintaining

business- affordability
friendly

practices —to whom?)

(keeping rates low




Full cost
recovery/

revenue
stability

Bring In enough
revenue to cover
the full cost of
running the water
system:

e O&M
« Capital needs
e Debt service

Why do this?



Encouraging

conservation

Use pricing to
encourage
customers to
reduce their water
consumption

Why do this?



Fostering
business-

friendly
practices

Use pricing to
encourage
businesses and
agriculture to
locate In your
community or
stay Iin your
community

Why do this?



Maintaining

affordability

Ensure that all
customers in your
water system are
able to afford
enough water to
live on

Why do this?
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What Is your #1 objectlve’P

A. Full cost recovery

B. Encouraging
conservation

C. Business friendly
D. Affordability
E. Something else
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What Is your #2 objectlve’P

A. Full cost recovery

B. Encouraging
conservation

C. Business friendly
D. Affordability
E. Something else
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Elements of Rate Structure
Designs

Customer classes/distinction

Billing period

Base charge

Consumption allowance included with base charge
Volumetric rate structure

(If applicable) Number of blocks, block sizes and rate
differentials

Frequency of rate changes

A i o A

~
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Customer CIasses/Dlstlnctlons

e One rate structure for all

e Target: All are equal
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Brentwood Water Corp NC

Monthly Minimum: $16.50
Water Included w/ Minimum Bill:  1.500/gallons
Additional Water $5.55 per thousand gallons
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Customer CIasses/Dlstlnctlons

* One rate structure, but with different
base charges based on meter size

e Target: Non-residential or multi-family
housing
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Town of Mount Pleasant NC

Water Meter Size 0 to 2,000 Gallons Gallons Over 2,000
Inside Town
o/8” or 3/4” $22.36 $4.08 /1000
i Jag $41.16 $4.08 /1000
17%" $113.76 $4.08 /1000
2" and up $219.36 $4.08 /1000
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Customer CIasses/Dlstlnctlons

e Separate rate structure for residential,
Irrigation, commercial, industrial,
governmental, or wholesale customers

e Target: Specific type of customer
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City of Stockbrldge GA

Residential
0 through 4,000 gallons $ 5.27 Per Thousand
4,001 through 9,000 gallons $ 8.10 Per Thousand

9,001 gallons and up $ 10.90 Per Thousand
Commercial, Apartments and Mobile Home Parks
0 through 10,000 $ 6.69 Per Thousand
10,000 and up $ 8.03 Per Thousand
Irrigation

Per thousand gallons $ 10.72

Hydrant Meter

Per thousand gallons $ 10.72
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Customer CIasses/Dlstlnctlons

* One rate structure for all, but with blocks
that implicitly only target non-residential
use

e Target: Non-residential



[T N
Union Point, NC

WATER

IN TOWN - 1/23/2006

STEP RATE CONSUMPTION
READY TO SERVE $21.00
STEP 1 3.98 300,000

STEP 2 3.84 999,999,999
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Customer CIasses/Dlstlnctlons

e Different rates for customers outside
municipal limits/service area boundaries

e Target: “Outside” customers
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Town of Mount Pleasant, NC

Water Meter Size

0 to 2,000 Gallons

Gallons Over 2,000

Inside Town

o/8” or 3/4” $22.36 $4.08 /1000

i $41.16 $4.08 /1000

1772° $113.76 $4.08 /1000

27 and up $219.36 $4.08 /1000

2/8” or 3/4” $39.13 $7.14 /1000

17 $72.03 $7.14 /1000

172 $199.08 $7.14 /1000

2" and up $383.88 $7.14 /1000
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Customer CIasses/Dlstlnctlons

e Rate structure for which only a few
iIndividual customers would qualify
(typically an industrial customer)

e Target: A narrow customer class
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City of Clio, AL

SIGNIFICANT USER: (High volume or High Strength Users)

The City of Clio, Alabama via official action of its City Council reserves the right to enter into separate
contracts with significant users on a case by case basis for the purpose of setting and determining a monthly
charge or rate for the use of the public sewer system. Said monthly rate and associated fees may be computed
upon a different basis than set forth in the paragraphs immediately proceeding. Such contract(s) shall be
entered into by means of a resolution duly adopted by the City Council. For purposes of this Sewer Ordinance;
unless amended by the City Council, a significant user shall be deemed any non-residential user who (1) has
a water consumption of 50,000 gallons or more per month and/or (2) whose wastewater strength exceeds
what is generally considered normal residential wastewater.

Significant Users determined to date are: Easterling Correctional Facility
(Ord. 2008-01 $1.75 per thousand; Ord. 2009-10 $2.40 per thousand; Ord. 2012-04 $2.90 per thousand)

Effective June 1, 2015 Easterling Correctional Facility: $3.40 per thousand. This ordinance.
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Billing Period

tly Less Frequently
) (e.g.: Quarterly)

Suggestion: Use a monthly billing period if you can afford it
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Base Charges

Suggestion:
Smaller utilities
should lean
towards higher
base charges

Low Base
Charge



Consumption Allowance
with Base Charge

Do not Include some
include any amount
(0 gallons) (e.g. 1,000 gal/mo)

“Lifeline”

Suggestion: For systems with low base charges, do not
Include any consumption allowance. For systems with high
base charges but wish to encourage conservation, keep
consumption allowance low, if any.
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Northampton County NC

USER FEE / Residential $19.50
RATE PER THOUSAND/GALLONS 0,001-10,000 $5.00
RATE PER THOUSAND/GALLONS 10,001-25,000 $5.50
RATE PER THOUSAND/GALLONS 25,001-50,000 $6.00
RATE PER THOUSAND/GALLONS 50,001-100,000 $6.50
RATE PER THOUSAND/GALLONS 100,000> $7.00
USER FEE / Commercial $25.50
RATE PER THOUSAND/GALLONS 0,001-10,000 $6.00
RATE PER THOUSAND/GALLONS 10,001-25,000 $7.00
RATE PER THOUSAND/GALLONS 25,001-50,000 $7.50
RATE PER THOUSAND/GALLONS 50,001-100,000 $8.50
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Volumetric Rate Structure
Uniform (“Flat”) Rates

s)

e Fair and simple

O, N WM~ WU

($/1000 gallon

012345678
Consum ption (GPM)

Price

Monthly Bill ($)

0123456738
Consum ption (GPM)
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Town of Mount Pleasant, NC

Water Meter Size

0 to 2,000 Gallons

Gallons Over 2,000

Inside Town

o/8” or 3/4” $22.36 $4.08 /1000

i $41.16 $4.08 /1000

1772° $113.76 $4.08 /1000

27 and up $219.36 $4.08 /1000

2/8” or 3/4” $39.13 $7.14 /1000

17 $72.03 $7.14 /1000

172 $199.08 $7.14 /1000

2" and up $383.88 $7.14 /1000
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Volumetric Rate Structure
Increasing Block Rates

@ 5
: S 4 =

e Conservation- ES

Orlented %8012345678

';_C) Consumption (GPM)
e Consider large =
families :
=

0123456738

Consumption (GPM)
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City of Stockbrldge GA

Residential
0 through 4,000 gallons $ 5.27 Per Thousand
4,001 through 9,000 gallons $ 8.10 Per Thousand

9,001 gallons and up $ 10.90 Per Thousand
Commercial, Apartments and Mobile Home Parks
0 through 10,000 $ 6.69 Per Thousand
10,000 and up $ 8.03 Per Thousand
Irrigation

Per thousand gallons $ 10.72

Hydrant Meter

Per thousand gallons $ 10.72
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Volumetric Rate Structure
Decreasing Block Rates

* Provide price
break for large
users (e.g.:
commercial)

O L N WP~ WU

05 10 15 20 25 30
Consumption (GPM)

Price (/1000 gallons)

Monthly Bill (S)

* Do not use for
residential 05 10 15 20 25 30

Consumption (GPM)
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Town of Double Sprlngs AL

Commercial Water Rate Table

Minimum 10,000 gals. $143.25

Next 10,000 gals.
Next 10,000 gals.
Next 20,000 gals.
Next 99,999,999 ga

$ 7.10 per 1,000 ga
$ 6.00 per 1,000 gals.
$ 5.50 per 1,000 gals.
$ 5.00 per 1,000 gals.

w o wn S W
w o wn wn
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(IprpllcabIe) Block DeS|gns

For block rate structures to be effective:

e Decide on the correct number of
blocks

e Decide on where the blocks should
end/start

o Set significant rate differentials
between blocks
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(IprpllcabIe) Block DeS|gns

For block rate structures to be effective:

 Keep In mind your base charge and
consumption allowance

 Meter reading must be punctual, and
meters must be replaced frequently

 Think about large families
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Too Many Blocks!

Per 1000 gal. |water |per 1000gal. | sewer combined

fixed 1000 increase 11.66| increase 13.10 24.76
2000 2.43 14.09 3.67 16.77 30.86

3000 4.62 18.71 7.06 23.83 42.54

4000 5.38 24.09 7.35 31.18 55.27

5000 5.50 29.59 7.68 38.86 68.45

6000 5.75 35.34 7.82 46.68 82.02

7000 5.93 41.27 8.00 54.68 95.95

8000 6.12 47.39 8.20 62.88 110.27

9000 6.31 53.70 8.37 71.25 124.95
10000 6.31 60.01 8.37 79.62 139.63
11000 6.31 66.32 8.37 87.99 154.31
12000 6.31 72.63 8.37 96.36 168.99
13000 6.31 78.94 8.37 104.73 183.67
14000 6.31 85.25 8.37 113.10 198.35
15000 6.31 91.56 8.37 121.47 21503
15001-99999999 6.51 98.07 8.56 130.03 228.10




Frequency of Rate Changes

* Always review your rates annually
(recommended)

e Review your financial health indicators
annually, and then review your rates Iif
any of the indicators reflect poor
financing

* Raise rates each year automatically
based on inflation
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Village of Richmond, IL

SECTION 3.27 ANNUAL INCREASE OF RATES AND FEES

The following fees: Water and Sewer Service. Building Permit Fees. School Impact
Fees. Fire Prevention and Life Safety Donations and Municipal Impact Fees as set forth by
Village ordinance are subject to an annual increase to be applied by the Village Treasurer by
May 1 of each year using the following prescribed formula:

The above rates and Fees will be increased by the amount of the percentage increase of the
Consumer Price Index (hereinafter defined) for the previous calendar year. Consumer Price
Index ("CPI") means the U.S. City Averages for all Urban Consumers. All Items.
(1982-1984=100) of the United States Bureau of Labor Statistics. The CPI for any calendar year
shall be determined by averaging the monthly indices for that year. If the Bureau of Labor
Statistics substantially revises the manner in which the CPI 1s determined. an adjustment shall
be made in the revised index which would produce results equivalent. as nearly as possible. to
those which would be obtained if the CPI had not been so revised. If the 1982-1984 average
shall no longer be used as an index of 100, such change shall constitute a substantial revision. If
the CPI becomes unavailable to the public because publication 1s discontinued or otherwise. the
Village shall substitute therefore a comparable index based upon changes in the cost of living or
purchasing power of the consumer dollar published by any other governmental agency or. if no

cniceh indav 1c avatlahla thaen a ramnarahle indav niihlichad hir a mainr hanlr athar financial
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Frequency of Rate Changes

Important: Avoid maintaining low rates
at the expense of your utility’s financial
health. It will either lead to a sudden,
massive rate increase Iin the future or
to failing systems and endangering
public health.
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Designing Rate Structures
That Support Your Objectives

Free guide
written for
system
managers

Avalilable at:
http://efc.sog.unc.edu/
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Before we go...
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http://efcnetwork.org/small_systems blog/

|

Learn more about water EFE:"N Innovative Finance Solutions for Environmental
finance and management —
through our Small Systems
Blog! Blog posts feature
lessons learned from our Blog
training and technical e Bl
assistance, descriptions of S
available tools, and small
systems “success stories.”

HOME ABOUT ¥  WORKSHOPS & WEBINARS ¥  ASSISTANCE ¥  RESOU

Written by: Allison Perch Allison Perch is a Program Coordinator with the Environmental Finance Cer

financial health of its water system is at risk? This is the question that Stephanie Finch, the town cler

The Virtuous Cyde: Internal Energy Revolving Funds for Small Water Systems

Written by: David Tucker David Tucker is a Project Director with the Environmental Finance Center at

pay for energy efficiency and renewable energy. helping cut ulility costs? As energy is often the large

Srmart Management for Small Water Systems Program Newsletter | Fall 2015

View Full Issue The Environmental Finance Center Network has published the third issue in a series «
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Sign Me Up

< C | [ efcnetwork.org

]
mﬂ
E F@N Innovative Finance Solutions for Environmental Services

Nemiin e

HOME ABOUT ¥  WORKSHOPS & WEBINARS ¥  ASSISTANCE ¥  RESOURCES ¥ BLOG ¥ ARCHIVES ¥ Q

Resource Library

E-Learning Modules
H

Get Free Help

Funding Sources by State

Map of Water and Wastewater Rates Dashboards

Small water systems can request free t
from our experts on finance and management challenges.

Navigating to Funding Tables

Step 1: efcnetwork.org
Step 2: Select “Funding Sources by State” under the Resources Tab



/' [ Funding Sources by State X \_

< =2 C [ [1 efcnetwork.org/funding-sources-by-state/

Funding Sources by State

Note: Some states may have additional resources listed below the map.

Click on the map below to view funding sources for each state:

Click on an
individual state
to view funding
table.
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A Favor & A Remlnder

e Please fill out an eval form for us before
you leave

e Contact us anytime for direct technical
assistance on any finance and
management topic of our project
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Thank you!




