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Summary Statement: The purpose of this memorandum is to provide fiscal impact associated 
with options presented to Council regarding the adjustment of sewer and water rates or their rate 
structure. 

The options presented are as follows: 

Option 1: Create a second minimum charge based on 2,000 gallons per month usage and 
allow planned rate increase (7.5%) to go into effect January 1, 2014. 

Option 2: Adopt Ordinance 13-36 and Ordinance 13-37 causing no rate increase for the 
current fiscal year 2014. 

Option 3: Allow planned rate increase (7.5%) to go into effect January 1, 2014. 

The Sewer Fund and Water Fund are separate enterprise funds with characteristics that do not 
react the same. For example: growth of customers of the Sewer Fund (1.9% average) does not 
match that of the Water Fund (7.8% average); revenues typically follow that of the customer 
base in the Sewer Fund but not that of the Water Fund (i.e., irrigation in the summer months); the 
sewer system is more expensive to operate than that of the water system (i.e., operating cost in 
FY2013 per customer is $599.65 for water and $1,659.94 for sewer) where operating costs in 
total for FY2013 was $756,156 for the Water Fund and $957,784 for the Sewer Fund. 
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the adopted Goals one goal was to progress 
making the enterprise funds self-sufficient while ensuring the systems meet environment and 
development needs of the citizens and the businesses". Further, initiative #24 of that goal states; 
"Review utility rate structure to ensure water and sewer funds have suitable reserves while 
providing a fair rate structure to the customer". 

While both the goal and the initiative was being addressed a 5-year fiscal plan adopted by 
Council 2009, the reserves to sustain replacement of future failing infrastructure has not been 
established to a level that could sustain modest replacement of the infrastructure over time 
either the Sewer Fund or Water Fund. 

Discussion and fiscal impacts to options noted above: 

OJI'IU'"•u·•• 1: Create a second minimum charge based on 2,000 gallons per month usage and allow 
planned rate increase (7.5%) to go into effect January 1, 2014. 

When reducing or reallocating rates, this option has least fiscal impact and the greatest 
benefit to those customers that are fixed income and low consumption. This option looks at 
creating a second minimum rate at 2,000 gallons per month. The fiscal impact proposed is a 30% 
rate reduction for customers using less than 2,000 gallons per month. As expressed on .JL ............. JB.~L..IIUI'~ 

I and this represents a $22,627 and $48,223 loss in revenue annually to the Sewer 
Fund and Water Fund, respectfully. 

Option 2: Adopt Ordinance 13-36 and Ordinance 13-37 causing no rate increase for the current 
fiscal year 2014. 

FY2010 a 5-year fiscal plan was adopted by Ordinances 09-52 and 09-53. This plan called for 
a 7.5% increase in year 5 (FY2014). Through the adoption of Ordinance 13-15(AM) and 13-
16(AM), the rates have been kept to that ofFY2013 (i.e., $47.98 per month for sewer and $42.39 
per month for water). The revenue loss for the first six months is estimated at approximately 
$44,000 in the Sewer Fund and $55,000 in the Water Fund. 

Adoption of Ordinance 13-36 and 13-37 creates an annual revenue reduction of approximately 
$87,000 in the Sewer Fund and $110,000 in the Water Fund. The revenue loss over a 5-year 
period is estimated in excess of $436,000 in the Sewer Fund and $549,000 in the Water Fund. 

The information below provides the trend of actual, budget and projected outcomes. The chart 
shows the Sewer Fund with expenses catching up to its revenues by FY20 18, with the fund being 
in the same condition as it began in 2009 prior to the rate increases. 

SEWER 
FUND Non-

spendable 
Operating Operating and 

No Income(loss) Income(loss) Restricted Unrestricted 
Fiscal Of Operating Operating before after Net Assets Net 
Year Cost. Revenue Expense Depreciation Depreciation (000) Assets 
2006 462 $656,759 $605,049 $51,710. ($324,207) 14,944,560 915,332 
2007 503 673,985 695,539 (21 ,554) (395,239) 14,656,731 983,629 
2008 538 678,897 676,962 1,935 (359,620) 14,419,983 981,165 
2009 568 694,702 1,026,131 (331,429) (699,974) 14,051,564 709,909 
2010 584 1,024,400 827,815 196,585 (220,571) 13,654,042 900,279 
2011 562 1,159,179 858,594 300,585 (92,377) 13,606,114 1,044,960 
2012 563 1,235,814 1,023,707 212,107 (185,839) 13,229,820 1,301,145 
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2013 577 1,308,737 957,784 350,953 (115,895) 14,882,904 1,800,742 
2014 588 1,318,116 1,160,398 157,718 (320,568) 18,244,462 1,583,281 
2015 599 1,342,765 1,185,307 157,458 (332,546) 17,781,971 1,694,365 
2016 610 1,367,472 1,241,015 126,457 (375,552) 17,342,143 1,740,335 
2017 621 1,392,086 1,310,756 81,330 (432,978) 16,877,532 1,753,887 
2018 633 1,418,053 1,394,648 24,305 (502,604) 16,407,398 1,703,562 
2019 645 1,445,913 1,477,483 (31,570 (571,388) 15,923,825 1,598,118 
2020 657 1,472,807 1,579,010 (106,203) (659,247) 15,436,371 1,408,922 

* FY20 14 - 2020 revenues are based on average customer base growth. 
** FY2014 increase in operating expense caused from approximately $100,000 CIP to be repairs and 

maintenance. 
*** 2014 =Amended Budget, 2015 2020 are projections based on user growth, CPI and trends from year-to-

year. 

**** Refer to graphs attached: 1, 

The Water Fund is less impacted by adoption of Ordinance 13-36, with a loss of $110,000 per 
year projected. The chart below shows the growth reserves is flat and as such, saving for 
future infrastructure replacement is stagnant. 

WATER 
FUND Non-

spendable 
Operating Operating and 

No Income(loss) Income(loss) Restricted Unrestricted 
Fiscal Of Operating Operating before after Net Assets Net 
Year Cust. Revenue Expense Depreciation Depreciation (000) Assets 
2006 938 $764,216 $477,780 $286,436 ($86,741) $13,910,797 $1,353,643 
2007 972 769,376 612,548 156,828 (226,479) 15,693,247 1 ,303,178 
2008 1,032 793,491 676,027 117,464 (234,326) 16,061,703 1,354,967 
2009 1,057 818,318 767,807 50,511 (296,776) 19,204,153 858,642 
2010 1,110 1,148,297 812,602 335,695 (159,584) 20,619,667 439,974 
2011 1,148 1,312,070 726,520 585,550 5,340 20,318,172 1,021,782 
2012 1,183 1,476,682 756,339 720,343 152,844 19,952,289 1,536,950 
2013 1,261 1,537,994 756,156 781,838 9,107 26,124,196 2,099,899 
2014 1,359 1,528,604 1,067,703 460,901 (330,762) 26,172,203 2,165,067 
2015 1,465 1,599,531 877,241 722,290 (88,769) 25,638,071 2,565,133 
2016 1,579 1,674,069 932,291 741,778 (89,152) 25,450,439 2,622,041 
2017 1,702 1,751,913 989,430 762,483 (88,805) 25,239,704 2,705,701 
2018 1,835 1,833,027 1,046,605 786,422 (85,723) 24,996,648 2,827,805 
2019 1,978 1,918,263 1,103,710 814,553 (78,960) 24,736,195 2,977,110 
2020 2,132 2,007462 1,154,812 852,650 (62,754) 24,454,899 3,166,506 

* FY20 14 2020 revenues are based on average customer base growth. 
** FY2014 increase in operating expense caused from approximately $lOOk CIP to be repairs and 

maintenance. 
*** 2014 =Amended Budget, 2015- 2020 are projections based on user growth, CPI and trends from year-to­

year. 
**** Refer to graphs attached: Figure 5, Figure 6., Figure 7, and Figure 8 

Option 3: Allow for the 7.5% increase to take effect January 1, 2014, allowing for 6-months of 
the planned revenue growth in FY20 14. 

Allowing the rates to increase on January 1, 2014 provides for the following: 
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Sewer Funds revenue and would equal at approximately 
unrestricted net assets would still maintain a balance of approximately $1.7 million, a 
$300,000 increase over that of option 2 FY2020, thereby still preserving 
investment in infrastructure replacement. 

2) The Water Funds revenue and expenses would continue to 
in infrastructure replacement would continue to be strong 
balance by FY2020. 

profitable. The investment 
a projected $3.6 million 

3) Total property, plant and equipment is a benchmark used to calculate an estimated 
"emergency" reserve. Typically expressed as a percentage of this atnount, such as 10%. 
The below table expresses this reserve shortfall if this calculation is used: 

Sewer Fund 
Total 
PP&E 

$25,755,820 

Water Fund 
Total 
PP&E 

FY2013 
$38,597,799 
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lOo/o 

Amount 
$2,575,582 

10°/o 
Emergency 

Amount 
$3,859,780 

Unrestricted 
Amount 
FY2013 
$1,800,742 

Unrestricted 
Amount 
FY2013 
$2,099,899 

Over 
(short) 

($774,840) 

Amount 
Over 

(short) 
($1,759,881) 
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use customers 
customers. 

American Water Works .Associatim'l, .exJ.J1~!t11§ . .9_t}!Jjj!1~1.J1g[t.~Jh,_.f~:Q.§. __ f!m;L_~t.HU~~Q§!, Manual of Water Supply Practices 
M:l, Fifth Edition, Denver, Colorado, p. 
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