City of Carson City
Agenda Report

Date Submitted: June 7, 2013 Agenda Date Requested: June 20, 2013
Time Requested: 1.5 Hours

To: Mayor and Supervisors
From: Public Works

Subject Title: For Possible Action: To adopt the rate alternative for water and sewer
utilities which either includes a 5 or 10 year transition for inclusion of depreciation
funding, to adopt the revised rate design to provide equity between classes with a 5-
year phase in approach, and increasing water rates from 4% to as high as 6.5% and
sewer rates from 13% to as high as 15% for five years and instruct staff to bring forward
rate ordinances within 60 days. (Andrew Burnham)

Staff Summary: A Water and Sewer Rate Study was done with the objective to
evaluate potential changes in customer class cost allocations and design alternative
rate structures to meet utility pricing goals assuming a revenue-neutral long range
financial forecast for each utility. Connection charges were updated to reflect current
and planned system investment. In addition to a revenue neutral baseline analysis,
scenarios were developed to project revenue requirements to meet O&M, capital, and
fiscal policy needs including funding depreciation in the future. The rate consultant
presented the results of the study on April 18, 2013. The Board will now be asked to
adopt the study and provide direction for implementation.

Type of Action Requested: (check one)

{ ) Resolution ( ) Ordinance
{ ) Formal Action/fMotion  {_ X ) Other (Direction to Staff)

Does This Action Require A Business Impact Statement: () Yes ( X ) No

Recommended Board Action: | move {o adopt the rate alternative for water and sewer
utilities which includes a (5 or 10) year transition for inclusion of depreciation funding, to
adopt the revised rate design to provide equity between classes with a 5-year phase in
approach, and to increase water rates (4% or 6.5%) and sewer rates (13% or 15%) for
five years and instruct staff to bring forward rate ordinances within 60 days

Explanation for Recommended Board Action: FCS Group is an expert in
conducting utility rate studies and currently provides services to many clients in the
region including Douglas County, Washoe County, and Sparks. The study included
reviewing and analyzing current rate data, cost of service, and policy objectives to
determine who should pay what share of the costs to equitably generate adequate
revenues. Review of connection charges was also included in the study. A rate model
was developed for staff for future planning and analysis and rate adjustments as may be
required. The base line of the initial study is revenue neutral; and increased revenue
requirements were reviewed to fund depreciation and capital needs.



At the meeting in April the Board asked for staff to bring forward revenue requirements
for either a 5 or 10 year phase in of system reinvestment, use a cost of service rate
design with a 5-year phased in rate implementation, incorporate additional sample utility
bills for review, and add in an industrial/Manufacturing class for Large Commercial
users. The attached presentation includes the above.

Applicable Statute, Code, Policy, Rule or Regulation: NA.

Fiscal Impact: Increase in water rates as much as 6.5% and sewer rates as much as
15% annually for 5 years.

Explanation of Impact: Rates would be adjusted to reflect the rate design changes
and increased fund depreciation and capital requirements.

Funding Source: Water and Sewer Fund accounts.

Prepared By: Andrew Burnham, Public Works Director

Reviewed By: % /%\ pate: b-7-/3

(Priblic Works Director)
/Y-

. Date:
(C ) g
%‘&7@ Date: é;/// //j_}
Wct Attornéyf - - 4
\?‘t\_)a_ P — r)CCL,,{, ) i Date: Q;f Hll >

(Finance Directbr)

Board Action Taken:

Motion: 1) Aye/Nay
2)

(Vote Recorded By)



Carson City

Water and Sewer Rate Study

Preliminary Results

June 20, 2013

@ FCS GROUP
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Policy Direction from April 18 Meeting

®m Bring forward revenue requirement scenarios B & C
» Scenario B: System reinvestment phased in over 10 years
e Scenario C: System reinvestment phased in over 5 years

m Complete cost of service rate design under both scenarios
with a 5-year phased-in rate implementation

m Incorporate additional customer sample bills

B Add Industrial/Manufacturing customer class with rates
currently equal to Large Commercial rates

u Develop an additional option for multifamily water
connection charges applied by number of unitfs

IS GROUP



Major Findings

m Cost of service indicates subsidies among customer classes
for both utilities

m Revised rate structures warranted to improve equity and
achieve pricing objectives

m Connection charges significantly below indicated level of
charges - previously reduced to promote economic
development

m Baseline level of service can be maintained at existing rate
levels for both utilifies

m Future capital impacts require varying levels of rate increases
for both uftilities
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REVENUE REQUIREMENTS
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Water: Revenue Reguirement Summary

Base Seenario A Scenario B Seenario C
Current OXM and Deln

Clp

Capital Reserve Target

Svstem Reinvestment

N/A 91% 84% 64%
: $3.8 million $2.8 million $4.2 million $5.9 million
w 30% / 70% 40% / 60% 39% / 61% 35% / 65%
0% 2.5% 4.0% 6.5%
(30 /mo/yr) ($0.98 /mo/y1) ($1.61 /mofyr) ($2.65 /mo/yr) }l
— . == —_—
« FCS GROUP

Solutivna=Oriented Comalling

Current Debt-to-Equity: 59% / 41%




Sewer: Revenue Reqgquirement Summary

Current O&M and Debt
CIFP
Capital Reserve Target

Svstem Reinyestment

% of CIP Debt Financed

Ending Capital Fund Balance

Ending Debt-to-Equity

Rate Increases (per year)

Scenario A

Scenario B

Scenario €

N/A

99%

Results

98%

94%

T

None $0.6 million $5.1 million $6.4 million
1
8% /92% 46% / 54% 44% / 56% 42% / 58%
0% 9.5% 13% 15%
($0 /mo/yr) ($3.02 /mo/yr) ($4.38 /mo/yr) ($5.26 /molyr) /r‘
—

Current Debt-to-Equity: 24% / 76%

W TFCS GROUP
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COST OF SERVICE RESULTS

“« FCS GROUP
solutions-Oriented Conacliing




WATER UTILITY

+* FCS GROUP
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Water: Rate Class Changes

RESIDENTIAL

Single Family
Duplex
Quasi-Residential
Senior Discount

Multifamily (condos) |

— e —m = D == il

COMMERCIAL

RESIDENTIAL

Single Family
Duplex
Quasi-Residential
Senior Discount

MULTI-FAMILY RESIDENTIAL

-» | Condos / Apartments

COMMERCIAL

INDUSTRIAL / MANUFACTURING
LARGE COMMERCIAL - OTHER

> >2Meter, > 3,500 KgaitMo |

< FCS GROUP
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Water: Cost of Service Results

As Presented April 18
Revenue under Cost of Service Increase /

Customer Classes Existing Rates (Decrease)
Single Family Residential $ 7,084,430 $ 8,024,480 (" 13.6%] Combined Residentia
Multifamily 1,426,132 1,070,068 __-_25-0%__ ! )
Commercial 3,340,273 2,841,264 [-14.9%| Combined Commercial.
Large Commercial 341,348 236,371 : -_30.8%__ - -16.4% -
TOTAL $ 12,172,184 $ 12,172,184 0.0%

< FCS GROUP
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Water: Cost of Service Results

Updated per Policy Direction
Scenario B

Customer Classes

Revenue under
Existing Rates

Cost of Service

Increase /
(Decrease)

Combined Commarcial;

=1 o

Single Family Residential $ 7,064430| $ 8,327,803 17.9%
Multifamily 1,426,132 1,115,782 -21.8%
Commercial 3,340,273 2,969,390 C11.1%
Large Commercial 341,348 246,096 -27.9%
TOTAL $ 12,172,184 | $ 12,659,071 4.0%

Revenue under . Increase /
L, Cost of Service

Customer Classes Existing Rates {Decrease)
Single Family Residential $ 7.064430| $ 8,525,008 20.7%| Combined Residentia
Muttifamily 1,426,132 1,143,554 -19.8% 13.9%
Commercial 3,340,273 3,042,500 l B:9%| Combined Commercial:
Large Commercial 341,348 252,313 _-26.1%| 10.6%
TOTAL $ 12,172,184 | $ 12,963,376 6.5% = FCS GROUP

selutions-Oriented Comulting
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Water: Phase-In Cost of Service

Phase-In Cost of Service Shift

Customer Classes FYE 2014 FYE 2015 FYE 2016 FYE 2017 FYE 2018 Cumulative
Single Family Residential 7.0% 6.8% 6.6% 6.4% 6.3% 37.8%
Multifamily 1.7% -1.7% -1.7% -1.7% -1.7% 8.1%
Commercial 0.8% 0.8% 0.8% 0.8% 0.8% 4.1%
Large Commercial -3.2% -3.2% -3.2% -3.2% -3.2% -15.1%
TOTAL 4.0% 4.0% 4.0% 4.0% 4.0% 21.7%

Phase-In Cost of Service Shift

Customer Classes FYE 2014 FYE 2615 FYE 2016 FYE 2017 FYE 2018 Cumulative
Single Family Residential 9.5% 9.3% 9.1% 9.0% 8.8% 55.0%
Multifamily 0.7% 0.7% 0.7% 0.7% 0.7% 3.7%
Commercial 3.3% 3.3% 3.3% 3.3% 3.3% 17.4%

Large Commercial -0.8% -0.8% -0.8% -0.8% 0.8% 4.1%
TOTAL 6.5% 6.5% 6.5% 6.5% 6.5% 37.0%
<2 FCS GROUP
Stilubicms- Ouonted Consulting
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Water: Unit Cost Comparison

m Unit costs used to develop phase-in strategy

Scenario B
Customer Class Existing FYE 2018 % Shift
Single Family $ 3.301% 4.55 37.8%
Multifamily $ 404 | % 3.71 -8.1%
Commercial $ 419 | % 4.37 4.1%
Large Commercial $ 394 | % 3.35 -15.1%
| ScenarioC
Customer Class Existing FYE 2018 % Shift
Single Family $ 3.30| $ 5.12 55.0%
Multifamily $ 404 | % 418 3.7%
Commercial 3 419 % 4.93 17.4%
Large Commercial $ 394 | % 3.78 4.1%

% FCS GROUP
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Unit Cost

$5.00 -

$4.50

$4.00 -

$3.50

$3.00

§2.50

$2.00 -+

$1.50 -+

Wafter: Unit Costs — Scenario B

Single Family Multifamily Commercial Large Commercial
®2013 $3.30 $4.04 $4.19 $3.94
2014  $3.54 $3.97 $4.23 - $3.82
%2015 $3.78 $3.90 $4.26 R $3.69
" 2016 $4.02 $3.84 $4.30 $3.58
n2017 $4.28 $3.77 $4.33 $3.46 )
w2018 $4.55 $371 $4.37 $3.35

< FCS GROUP

solutiors=-Qriented Consullin



Water: Rate Structures

EXISTING u PROPOSED

% FCS GRQUP

Sulutions-Oriented Ci




Water: Rate Structure Transition Plan

m Single Family Residential

o Immediately revise blocks to better align with usage patterns
(combine top 2 blocks)

¢ Reduce dllowance over 5-yr period, replacing with low use block
(0 -5 kgal)

m Multiftamily Residential & Commercial
o Immediately revise Multifamily base charge structure
¢ Reduce allowance over 5-yr period
« Condense three blocks to single block rate over 5-yr pericd

m Large Commercial

e Immediately eliminate usage allowance & move to single block

rate
D 5(% g} ROUP

fira- Culested Consifting




Proposed Single Family Water Rates

Existing Rates [a]

FY 2014 [b]

FY 2015 [c]

FY 2016 [d]

FY 2017 [e]

FY 2018

2205 $ 20.79( $ 2162 § 2249 § 23.39
33.60 31.64 32.91 34.22 35.59
49.88 47.23 49.12 51.09 53.13 55.26
61.43 58.76 61.11 63.56 66.10 68.74
89.25 85.88 89.32 92.89 96.61 100.47
117.60 113.00 117.52 122.22 127.11 132.20
25 167.25 173.94 180.89 188.13 195.65
Volume -3 i § L LF T.-—$ ' :—0*21—_ $ -0 $ . P a—— g
Shitis bt 184)) 5.5 |$ 099 4.5 |5 114] BN 5 1.25 [ I$ 1354 0:8 |3 144
: 3.15]1 8-30 [$ 230| 6-30 |3 245 - $ 256 $ 266 6-30 |$ 275
499 Owid0 [$ 414 OwI30 ($ 429] Owrd0 [$ 440 Owr30 |$ 4.50(| Owerdo [$  4.59
$ 177 $ 197 $ 217 § 2373 $§ 257
[b] Base incl. 4 kgal [c] Base incl. 3 kgal [d] Base incl. 2 kgal [e] Base incl. 1 kgal = =
gie P & J14 ) U U116 1d i =, D10
BrEyr o 2205 % 2129 $ 2268 $ 2415] § 2572( $ 27.39
. 33.60 32.40 34.51 36.75 39.14 41.68
172" 49.88 48.37 51.51 54.86 58.43 62.22
l g 61.43 60.17 64.09 68.25 72.69 77.41
e =" 89.25 87.95 93.66 99.75 106.24 113.14
b CE 117.60 115.72 123.24 131.25 139.78 148.87
ke 173.25 171.27 182.40 194.25 206.88 220.33
0-5 | § -] 0-4 $ - 6=3 ] % a2 | % M $ - | ~
= $ 1.84] (3 105 $ 126] s 144 $ 161F 0868 |3 1.76‘\
$ 315 6-30 [$§ 236| B 5 257 e $ 275 $ 292 I EEE
$ 4.99 0 [$ 4.20 $  4.41 [ O $ 459 $ 4761 130 [$ 4.91 |
Wid Avg Volume Rafe:  $  1.50 § 1.8 5 206 $ 233 $ 260 § 288
j[a] Base incl. 5 kgal [b] Base incl. 4 kgal [c] Base incl. 3 kgal [d] Base incl. 2 kgal [e] Base incl. 1 kgal

Note: Rates before right-of-way toll




Proposed Single Family Sample Bills

Bill Impacts
Customer Current Avg Use 2014 Bill
Type Class Meter Size  (kgal) Current Bill ScenarioB  § Impact
Low use Residential 5/8" 5 $ 2227 | % 22.00 | $ (0.27)
Awg use Residential 5/8" 12 $ 36.05| % 38.26 | $ 2.21
High use Residential 1" 99 $ 39266 $ 37955 $ (13.11)|

Bill Impacts
Customer Current Avg Use 2014 Bill
Class Meter Size  (kgal) Current Bill ScenarioC  $ Impact
Low use Residential o/8" 5 $ 2227 | % 2256 $ 0.29
Avy use Residential 5/8" 12 $ 36.05 (% 39.25 | $ 3.19
|High use Residential 1" 99 $ 392.66 | $ 386.07 | § (6.59)

% FCS GROUP

sofutlina-Onicrted Consulling




Proposed Multifamily Water Rates

] 2205 § 2415
33.60 36.75
ey 49.88 54.86 . _
61.43 68.25 Per unit charge is 35% of 5/8" SFR charge
89.25 99.75
117.60 131.25
173.25 194,25
483.00
$ 736 § 7.66] $ 796/ $ 8.28| § 8.61
3 - 05 | % = | % - - $ - $ - b | $ - ]
|$ 184] 6- $ 1.68] $ 085 $ 1.09] $ 1.32] $ 154 $ 1.76
$ 3.15| $§ 252 $ 1.7 s 173 $ 1.75 $ 176 -
$ 499 |{$ 389 $ 2.99 : 5 270 $ 239 $ 208
Wtd Avg Volum a: $ 341) $§ 230 $ 217 § 203 $§ 190[3F 1.7
l[a] Base incl. 5 kgal [b] Base incl. 4 kgal [c] Base incl. 3 kgal [d] Base incl. 2 kgal [e]Base incl. 1 kgal
b (]
3 2205 % 24.15
33.60 36.75
40.88 54.86
61.43 68.25
89.25 99.75
117.60 131.25
173.25 194.25
483.00
$ 7.54| $% 8.03( $ B8.55| § 9.11| § 9.70
$ = $ = $ - = $ E 3 = $ -l
° $ 184 $ 168 $ 091 $ 120 $ 148 $ 174l o o
5. 215 $ 252 $ 177 $ 185 $ 1.9 $ 1.9 '
o s 499 $ 389 s 305| O $ 281 $ 256 $ 278
Wid Avg Volume Rate: i 341 $ 236 $ 228 $ 219 § 209 1.
[a] Base incl. 5 kgal [b] Base incl. 4 kgal [c] Base incl. 3 kgal [d] Base incl. 2 kgal [e]Base incl. 1 kgal




Proposed Multitamily Sample Bills

Bill Impacts
Customer Current Avg Use 2014 Bill
Type Class Meter Size (kgal) No. of Units Current Bill ScenarioB $ Impact
Low user Commercial 5/8" 17 4 $ 4447 | $ 40.75 | $ (3.72)
Low user Residential 1" 12 4 $ 46.94 | $ 3660 | % (10.34)
Medium user|Commercial 2" 49 16 $ 170.35 | $ 182.05 | % 11.70
High user Residential 4" 544 156 $ 2,71858 | 3% 2,716.60 | $ (1.98)
Bill Impacts
Customer Current Avg Use 2014 Bill
Type Class Meter Size  (kgal) No. of Units Current Bill ScenarioC  $ Impact
Low user Commercial 5/8" 17 4 d 44 47 | 4226 | $ (2.21)
Low user Residential 1" 12 4 $ 46.94 | $ 37.81 | % (9.13)
Medium user|Commercial 2" 49 16 $ 170.35 | § 187.58 | § 17.23
High user Residential 4" 544 156 $ 271858 |$ 277756 | % 58.98
< FCS GROUP

Solubinri-Ovnitnticd Consuling
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Proposed Commercial Water Rates

Existing Rates [a]

FY 2014 [b]

FY 2015 [c]

FY 2016 [d]

FY 2017 [e]

FY 2018

Note: Rates before right-of-way toll

| % 2415 | $ 20.79 . $ 2249 | § 23.39
. 36.75 31.64 32.91 34,22 35.59 37.02
1 54.86 47.23 49.12 51.09 53.13 55.26
2! 68.25 58.76 61.11 63.56 66.10 68.74
3 99.75 85.88 89.32 92.89 96.61 | 100.47
fﬁf 131.25 113.00 117.52 122.22 127.11 132.20
qi'" 194.25 167.25 173.94 180.89 188.13 195.65
| _1_@' 483.00 41585 432.49 449.79 467.78 486.49
S B O R S IR I B \
Charae vt 168 16-18 | $ 2.30 __ut" 19° | $ 254 3-8 |[$ 276] 2:-19 | $ 295 $ 313
kgal 252| 2048 |$ 270| g'ﬂ"' $ 283]| gﬂf-!ﬂj 1% 294 -40 | $ 305
3.891 r49 [$ 396| Overd4d |$ 377 | Overdd |5 3.57 _Owerdd | 336
2 297 |/ $ 306 $ 309 $§ 311 $§ 312Ny 31
[[a] Base incl. 5 kgal [b] Base inc!. 4 kgal [e] Base incl. 3 kgal [d] Base incl. 2 kgal [e] Base incl. 1 kgal
gta g Rate 3 () h 0 () 4 0 g D18
58 | % 2415 | % 2129 | § 22681 % 2415 | § 2572 | % 27.39
i | 38.75 32.40 34.51 36.75 39.14 41.68
4 12 54.86 48.37 51.51 54.686 58.43 62.22
I; 28 68.25 60.17 64.09 68.25 72.69 77.41
g ¥ ' 99.75 87.95 93.66 99.75 106.24 113.14
| ‘g- = ¥ 131.25 115.72 123.24 131.26 139.78 148.87
| ' “ 194.25 171.27 182.40 194.25 206.88 220.33
oot 483.00 425.85 453,53 483.01 514.41 547.84
0-5 $ - - B $ < | ¥ - B 0- $ = 3 N
' -8 | $ 168] 239 4-19 |$ 271 1% 301 $ 328 § 353
-4 | $ 2.52| 279 | - $ 3.00]| $ 319 $ 337 ’
| $ 3.89 4.05 4 $ 394 $ 382 $ 369
Wid Avg Volume Rate: $ 297 3.14 $ 324 $§ 334 $§ 344 3
[a] Base incl. 5 kgal [b] Base incl, 4 kgal Ic] Base incl. 3 kgal [d] Base incl. 2 kgal [e] Base incl. 1 kgal e




Proposed Commercial Sample Bills

Bill impacts
Customer Current Avg Use 2014 Bill
Type Class Meter Size  (kgal) Current Bill ScenarioB $ Impact

$ 26.37 | $ 26.03
$ 12365 | § 125.05
$ 589651 % 599149

Low user Commercial

Awvg user Commercial

High user Commercial _

Bill Impacts

Customer Current Avg Use 2014 Bill
Type Class Meter Size (kgal) Current Bill ScenarioC  $ Impact

Low user $ 2637 | $ 26.73 | $ 0.36
$ 12365 | $ 128.85 | $ 5.20
$ 589651 3% 612919 | % 232 .68

Commercial

Awvg user Commercial

High user Commercial

< FCS GROUP
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Proposed Large Commercial Water Rates

Meter Size

Existing Rates [a]
$ 2415
36,75

'.‘Hf@_ 54.86

7 68.25 58.76 61.11 63.56 66.10 £68.74

FY 2014

FY 2015 FY 2016

FY 2017 FY 2018

3 99.75| 8588| 89.32| 928 9661 10047
" 13125 | 113.00| 11752 | 12222| 427.11| 132.20
I " 19425 | 167.25| 173.94| 18089 18813 | 19565
o 483.00| 415.85| 43249 44979 467.78| 486.49
] i
~5.19 |5 168
5| 378|% 363|% 351|5 340§ 328
- | $  3.89

[a] Base charge incl. 5 kgal

FY 2014

FY 2015

FY 2016 FY 2017

FY 2018

72.69 77.41
106.24 113.14
139.78 148.87
206.88 220.33
514.41 547.84

Charge per TLEN : 385|% 382|% 378|$% 374|% 371

kgal e . - ':E} FCS GROUP
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Proposed Large Commercial Sample Bills

Bill Impacts
Current Avg Use 2014 Bill
Class New Class Meter Size (kgal) Current Bill ScenarioB $ Impact
Large
Commercial |Commercial 10" 7,212 $ 28,730 | $ 27,808 |

Bill Impacts
Current Avg Use 2014 Bill
Class New Class Meter Size (kgal) Current Bill ScenarioC  $ Impact
Large
Commercial |Commercial 10" 7,212 $ 28730 | % 28,473 | $

£ FCS GROUP

Solutions-Opered Consulting



SEWER UTILITY

% FCS GROUP
Salutinrs-Crientyd Consulting



Sewer: Rate Class Changes

RESIDENTIAL

FLAT RATE
Quasi-Residential = ——
Senior Discount f e
Single Family
Multifamily -

COMMERCIAL

LOW STRENGTH
r==— T —————

(lowzhigh)

(low) >
(low)

(low/high)

(low)
(low/high) HIGH STRENGTH

(high)
(low/high)

(low/shigh)
(high)
PECS GROUP,




As Presented April 18

Sewer: Cost of Service Results

Revenue under . Increase /
L, Cost of Service
Customer Classes Existing Rates (Decrease)
Single Family Residential $ 3,965692| $ 3,490,001 ((12.0%| Gombined Residentia ‘
Multifamily Residential 1,119,818 1,186,658 (|  8.0% | -8
Low-Strength Commercial 1,150,504 1,202,114 " 4.5%] A Cammarcial
High-Strength Commercial 1,168,442 1,625,684 30.6% ‘
TOTAL $ 7,404,456 $ 7,404,456 0.0%
< FCS GROUP
Soliticrs-Oriented Consulta:




Combinad Residential!

Revenue under . Increase /
e Cost of Service

Customer Classes Existing Rates (Decrease)
Single Family Residential $ 3,965692| $ 3,805,281 |'_-4.0%
Multifamily Residential $ 1,119,818 $ 1,301,291 16.2%
Low-Strength Commercial $ 1,150,504 $ 1,420,931 i 23.5%
High-Strength Commercial $ 1,168,442 $ 1,839,533 57.4%
TOTAL $ 7,404,456 $ 8,367,036 13.0%

Revenue under . Increase /
.. Cost of Service

Customer Classes Existing Rates (Decrease)
Single Family Residential $ 3,965,692 $ 3,872,631 ‘ -2.3%
Multifamily Residential $ 1,119,818 $ 1,324,323 18.3%
Low-Strength Commercial $ 1,150,504 $ 1,446,080 [ 25.7%
High-Strength Commercial $ 1,168442| $ 1,872,091 - 60.2%
TOTAL $ 7,404,456 $ 8,515,125 15.0%|

Comhbinad Commercial

& i,

LW )

< FCS GROUP

Salutions-Oriented Consulting



Sewer: Phase-In Cost of Service

m Cost of service shifts are phased in over the 5-year study
period to mitigate customer impacts

Phase-in Cost of Service Shift

Customer Classes FYE 2014 FYE 2015 FYE 2016 FYE 2017 FYE 2018 Cumulative
Single Family Residential 9.9% 9.6% 9.3% 9.0% 8.6% 55.9%
Multifamily Residential 13.7% 13.7% 13.7% 13.7% 13.7% 90.0%
Low-Strength Commercial 15.1% 15.1% 15.1% 15.1% 15.1% 101.8%
High-Strength Commercial 20.8% 20.8% 20.8% 20.8% 20.8% 157.6%
TOTAL 13.0% 13.0% 13.0% 13.0% 13.0% 84.2%

Phase-In Cost of Service Shift

Customer Classes FYE 2014 FYE 2015 FYE 2016 FYE 2017 FYE 2018 Cumulative

Single Family Residential 11.8% 11.5% 11.2% 10.9% 10.5% 70.0%
Multifamily Residential 15.7% 15.7% 15.7% 15.7% 15.7% 107.6%
Low-Strength Commercial 17.1% 17.1% 17.1% 17.1% 17.1% 120.4%
High-Strength Commercial 23.0% 23.0% 23.0% 23.0% 23.0% 181.6%
TOTAL 16.0% 15.0% 15.0% 15.0% 15.0% 101.1%




Sewer: Rate Structures

EXISTING PROPOSED

“* FCS GROUP
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Sewer: Rate Structure Transition Plan

m Impact of recommended rate structure change

» Immediate alignment of non-residential base rate with SFR flat
rate materially impacts commercial customers with relatively
low volume / strength

m Proposed transition plan

o Graduadlly transition from current base charge to SFR flat rate
over study period

< FCS GROUP

Sorlutins=-Cheried Consultinge



Sewer: Proposed FY 2014 Rates

RESIDENTIAL Volume-Based Rates

$8.32 base + $3.34 volume

COMMERCIAL — Class Based Rates

Low/high
Low
Low

Low/high

Low

Lowihigh
High

Low/high
Low/igh

High

RESIDENTIAL Flat Rates
sl SFR $26.15 $26.61
—» MFR $14.88 $15.15

COMMERCIAL - Strength Based Rates

% FCS GROUP

LOW STRENGTH

—

HIGH STRENGTH

r——
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SCENARIO C

Sewer: Proposed Rate Schedule

Customer Class

FY 2014
Rates

FY 2015
Rates

FY 2016
Rates

FY 2017
Rates

FY 2018
Rates

Note: Rates before rig

Flat Rates
Single Family Residential $ 2615 | % 2867 $ 31341 % 3416 | % 37.10
Multifamily Residential $ 14.88 | $ 16.92 | $ 1924 | $ 21.88| & 24.87
Metered Rates
Low-Strength Commercial
Base Charge $ 14.08| $ 19.83 | $ 2559 | $ 3134 | 3% 37.10
Volume Charge 3 387 % 429 % 480 % 544 | % 6.21
High-Strength Commercial
Base Charge $ 1408 3 1983 | $ 2559 | § 31.34 | $ 37.10
Volume Charge $ 517 $ 622 % 750 % 9.06| $ 10.96
Customer Class FY 2014 FY 2015 FY 2016 FY 2017 FY 2018
Rates Rates Rates Rates Rates
Flat Rates
Single Family Residential $ 2661 $ 2968 | $ 3301 $ 3661| $ 40.45
Multifamily Residential $ 15.15 | § 1753 | $ 20.29 | $ 23481 % 27.18
Metered Rates
Low-Strength Commercial
Base Charge $ 1475 | $ 2117 | $ 2760 | % 3403 % 40.45
Volume Charge $ 392| % 441 $ 503 % 582 % 6.78
High-Strength Commercial
Base Charge 3 1475 % 2117 | $ 2760 | % 3403 | % 40.45
Volume Charge $ $




Proposed Single Family Sample Bills

Scenario B

Avg Use

Customer Type (kgal)
Low use
Medium use

High use

Current Bill

169.48 | $

2014 Bill
ScenarioB  $ Impact
26.41 7.89
26.41 (8.98)
26.41|$ (143.07)

Scenario C
Avg Use
Customer Type (kgal) CurrentBill ScenarioC  § Impact
Low use 3 $ 18.52 | $ 26.88 | $ 8.35
Medium use 8 $ 3539 | $ 26.88 | $ (8.51)
High use 48 $ 169.48 | $ 2688 |% (142.61)
% FCS GROUP
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Proposed Multifamily Sample Bills

———
npacts

2014

Bill

Avg Use/
Customer Type Unit (kgal}) Current Bill ScenarioB $ Impact
Low use, low units $ 35391 % 60.12 | $ 24.72
Low use, high units 36 3 $ 42080 $ 541.04; 8% 12024
High use, low units 5 14 $ 24623 | % 75141 $ (171.08)
High use, high units 180 8 $ 508537 | % 270518 | $ (2,380.19)

Avg Use/ 2014 Bill
Customer Type Unit (kgal) CurrentBill ScenarioC $ Impact
Low use, low units 4 2 $ 35.39 | $ 61211 $ 25.82
Low use, high units 36 3 $ 42080 % 55085 % 130.05
High use, low units 5 14 $ 24623 % 7651 | % (169.72)
High use, high units 180 8 $ 508537 | $ 2,75427 | $ (2,331.10)

“» FCS GROUP
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Proposed Commercial Sample Bills

Customer Type

~ [Commercial
~ |Commercial

Current Class Category
[Commercial

Strength

Avg Use
(kgal)

Commercial High
|Commercial High
Commercial High
Mortuary High
Restaurant High
State Prison High

urrent Bill

17.12

- 2014 Bill

Scenario B

24.32

$ Impact

7.20

$

$ 11326 % 135.72 | $ 22.46
$ 165012| % 191645 3% 266.33
ls 3307|s 3148l8 (159
$ 25557|% 16275 $ (92.82)
$ 478080| $ 584046 | $ 1,059.66
3 13.74 1 $ 22491 % 8.74
$ 20125|% 312.73|$ 11148
$ 834611% 129310|$% 45850
$ 22231 $ 25.10 | $ 2.87
$ 17596|% 17087 | $ (5.09)
$ 25125|$% 30,143 $ 5,018

%2 FCS GROUP

Solitions-Chriented Consaitingg




Proposed Commercial Sample Bills

Strength Avg Use 2014 Bill
Customer Type CurrentClass Category (kgal) Current Bill ScenaricB  § Impact
”Ii |Commercial ' b 17.12 8.01
M Commercial 1% 113.26 | $ 137.96 | $ 24.70
Commercial | $ 165012 % 194171 | $ 291.58

33.07 3238 | $ (0.69)
255.57 165.35 | $ (90.22)

Restaurant $ $
$ $
$ 4780.80| % 591642 | $ 1,135.61
$ $
$ $
$ $

Bakery Low
Laundry Low

13.74
201.25
834.61

2331 | % 9.56
31860 | $ 117.35
$ 48144

Commercial High
Commercial High

Commercial High 1,316.04

22231 % 2597 | $ 3.74
17596 | § 174.28 | $ (1.69)
25125|% 30668 | $ 5,643

Mortuary High
Restaurant High
. State Prison High

< FCS GROUP
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Combined Single Family Bill Impacts FY 2014
Scenario B

Revenue Under Revenue Under Cost of Service

Customer Classes Existing Rates 2014 Phase-n Shift

Single Family Residential

Water $ 7,064,430 | % 7,559,503 7.0%
Sewer $ 3,965,692 | $ 4,357,961 9.9%
Combined $ 11,030,122 | $ 11,917,464 8.0%

Average Nonthly Bill Existing Rates 2014 Rates $ Bill impact % Bill Impact
Water [a] $ 3528 | % 38.26 | $ 2.98 8.4%
Sewer [b] $ 2628 [ 3 26.41 | $ 0.13 0.5%

Combined $ 61.56 | $ 64.67 | $ 3.1 5.0%

[a] Assumes 5/8" meter with average monthly use of 12,000 gallons; includes right-of-way toll
[b] Assumes winter menthly average of 5,300 gallons; includes right-of-way toll

< FCS GROUP
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Combined Single Family Bill Impacts FY 2014

Scenario C

Revenue Under

Revenue Under

Cost of Service

Customer Classes

Single Family Residential
Water
Sewer

Combined

Existing Rates

$ 7,064,430
$ 3,965,692

2014 Phase-In

¥ 7,738,988
$ 4,434,341

$ 11,030,122

$ 12,173,328

Shift

9.5%
11.8%

10.4%

Average Monthly Bill Existing Rates 2014 Rates $ Bill Impact
Water [a] $ 3528 % 39.25 | § 3.97
Sewer [b] $ 26.28 | $ 26.88 % 0.60

Combined $ 61.56 | $ 66.13 | $ 4.57

[a] Assumes 5/8" meter with average monthly use of 12,000 gallons; includes right-of-way toll
[b] Assumes winter monthly average of 5,300 gallons; includes right-of-way toll

% Bill Impact

11.3%
2.3%

7.4%

“* FCS GROUP
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Comparison of Combined Rates

$12000 - —— —
W $113.40
$100.00 - S ‘
$80.00 +—— _
$64.67 $66.13
Yors $62.18 | Water, $51.98
$60.00 - !
Water, 538.26 [l Water, 538.25

$40.00 Water, $46.31

Sewer, 561.43

Sewer, $52.50

$20.00 Sewer, $39.99 [
Sewer, 526.28 Sewer, 52641 [l Sewer, 526.88
Sewer, 515.85
$- 4 B E— I I
Carson City - Sparks Carson City - Carson City-  Washoe County  Lyon County Douglas County
Existing Proposed Proposed (Dayton Utilities)
Scenario B Scenario C
Assumes 12,000 gallons/month water use; all sewer rates are flat rates other than .:I) FCS G ROUP
Carson City Existing; Includes right-of-way toll where applicable Y Sultions-Orlented Conslting
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CONNECTION CHARGES
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Water: Connection Charge Results

Water Equivalent Residential WERC [a] Previous Existing
Customer (WERC) Charge [b] Charge
Single Family Residence 1.00 $ 4543 | $ 454
Duplex (each living unit) 1.00 4,543 454
Apartment {each living unit) 0.50 2,272 227
Mobile Home Individual lot 1.00 4,543 454 Meter
Mobile Home Park (each pad) 0.50 2,272 227 Moter Size E,?:(':‘t'jr':'[’:]y Pcr;;zc:;zd
All others, per WERC 1.00 4,543 454
[a] Each WERC is equal to 550 gallons, per 12.02.030 gl 800 A 2,198
[b] Policy direction as of 10/1/09 to reduce charge to promote economic development 1-inch 2.50 5494
1 1/2-inch 5.00 10,988
2-inch 8.00 17,580
3-inch 16.00 35,161
4-inch 25.00 54,938
8-inch 50.00 109,877
10-inch 115.00 252 717
Multifamily per unit [b]: $ 1,538

[a] AWWA meter capacity equivalent ratios

[b] Alt. multifamily option: 70% of 5/8" meter charge per unit

% FCS GROUP
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Sewer: Connection Charge Resulis

Sewer Equivalent Residential Customer SERC [a] Previous Existing Proposed
{SERC) Charge {b] Charge Charge
Single Family Residence 1.00 $ 5770 | $ B77| % 4,244
Duplex (each living unit} 1.00 5,770 577 4,244
Apartment (each living unit) 0.50 2,885 289 2,122
Mobile Home Individual lot 1.00 5770 577 4,244
Mobile Home Park (each pad) 0.50 2,885 289 2,122
All others, per WERC 1.00 5,770 577 4,244

[a} Each SERC is equal to 250 gallons per day, per 12.03.030
[b} Folicy direction as of 10/1/09 to reduce charge to promote economic development

< FCS GROUP
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Connection Charge Comparison

518,000 - - =
| $ 16,732
$16,000 -+ — — -
$ 13,919
514,000
$12,000 Water, 54,303 Il
Water, 511,382
$10,000 - .
Water, $4,219
$8,000 - -
$ 6,442
$6,000 - —
Water, 52,198
1
$3,969 Sewer, 59,616
$4,000 - :
Sewer, $7,150
Sewer, $5,350
$2,000 +— 1 sewer, $3,960 [ Sewer, 54,244
$1,031
| Watpr 54545 |
S sewer 5577 M8 - .|
Carson City - Existing Sparks {sewer only, Carson City - Douglas County - Lyon County Washoe County
water unavailable) Proposed Carson Valley (Dayton Utilities)
System

% FCS GROUP
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Recommended Action

B Adoptrevenue requirement Scenario B or C
n Adopt 5-year phased-in rate structures

m Adopt calculated connection charges

» Choose a multifamily option (by meter size or number of unifs)

% FCS GROUP
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