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AGENDA

• Overview
• Water 
• Sewer
• Stormwater
• Next Steps
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Presenter
Presentation Notes
Purpose of this session (fiscal policy to review rates annually)
Reminder of where we left off last FY (rate structure change, rate increases, forecast, work remaining)

NOTE: World Water Day, on 22 March every year, is about taking action to tackle the water crisis. Today, there are over 663 million people living without a safe water supply close to home, spending countless hours queuing or trekking to distant sources, and coping with the health impacts of using contaminated water.
The Sustainable Development Goals, launched in 2015, include a target to ensure everyone has access to safe water by 2030, making water a key issue in the fight to eradicate extreme poverty.
In 1993, the United Nations General Assembly officially designated March 22 as World Water Day. World Water Day is coordinated by UN-Water in collaboration with governments and partners.

Globally, the vast majority of all the wastewater from our homes, cities, industry and agriculture flows back to nature without being treated or reused – polluting the environment, and losing valuable nutrients and other recoverable materials.
Instead of wasting wastewater, we need to reduce and reuse it. In our homes, we can reuse greywater on our gardens and plots. In our cities, we can treat and reuse wastewater for green spaces. In industry and agriculture, we can treat and recycle discharge for things like cooling systems and irrigation.
By exploiting this valuable resource, we will make the water cycle work better for every living thing. And we will help achieve the Sustainable Development Goal 6 target to halve the proportion of untreated wastewater and increase water recycling and safe reuse.
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UTILITIES: 
WATER, 
SEWER 

STORMWATER

Operated as One Utility: 
Public Service
Value
Environmental Stewardship
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Presenter
Presentation Notes
Regulated by these agencies
Industry Standards
Best Management Practices
Meet community values (community survey)
Environmental Stewardship
High quality/clean water
Show picture of awards
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Upda

INFRASTRUCTURE PLANNING AND 
CAPITAL IMPROVEMENT PROJECTS
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Update Scheduled
2018

Update Scheduled
2019

Update Scheduled
2020

Update Scheduled
2018

Presenter
Presentation Notes
Cutting edge of master planning for water infrastructure. Based on problems in the past, developed systems in place to correct these issues and develop best practices going forward. 

No longer making rate decisions in a vacuum. Have good data and financial planning for a 20 year planning horizon that are regularly update. Therefore able to build rate models on inputs and financial projections from master plans and we can work collaboratively to optimize the rate models over this planning horizon increasing our ability to stabilize rates and provide predictability for our community.
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FISCAL POLICIES

REVENUE 
POLICIES

CAPITAL 
IMPROVEMENT 

POLICIES

RESERVE 
POLICIES

Presenter
Presentation Notes
Fee for service
Full cost recovery for system by customers served
Fees based on long term financial plans
CIP funded with least cost financing options and spread over time to provide intergenerational equity
Reserves for operations, repair and replacement along with fund stabilization

Revenue Policies: 
Water, Water Reclamation (Sewer) and Stormwater funds will be self-supporting through user fees.  Fee adjustments will be based on long term financial plans that include a forecast period of no less than five years. The water and water reclamation utility rates should be set to yield a minimum 1.50 debt service coverage ratio or a debt service coverage ratio sufficient to maintain the credit rating of the Water and Water Reclamation systems.

User fees and charges will be established for services provided that benefit specific individuals or organizations. Cost of service analyses will be prepared so that user fees and charges can or will be set at a level sufficient to recover full cost of service whenever practical to minimize subsidization by taxpayers. The City will systematically review user fees and charges to take into account the number of customers served, changes in methods or levels of service delivery as well as changes in cost of living/inflationary increases. 

CIP Policies

The City will determine the least costly funding method for its capital projects and will obtain grants, contributions and low cost state or federal loans whenever possible.

Reserve Policies

The City will maintain sufficient contingency and reserves in each fund for the ability to:
Mitigate short-term volatility in revenues and makeup the temporary shortfall in revenue 
Mitigate short-term economic downturns (2 years or less)
Absorb unanticipated operating needs that arise during the fiscal year but were not anticipated during the budget process
Sustain city services in the event of an emergency
Meet operating cash flow requirements before the collection of property taxes, grant proceeds and other operating revenues
Absorb minor claim or litigation settlements
Purchase vehicle and equipment without the need to finance such purchases
Meet routine facility and equipment repair needs
Meet requirements for debt service reserves 
Maintain good standing with rating agencies

Water, Water Reclamation and Stormwater Funds – The City will maintain undesignated reserves of at least 25% (or 3 months) of the operating budget for its utility funds. The Water and Water Reclamation Funds will also have rate stabilization reserves no less than $1.5 million and $1 million respectively to protect against volatility of revenues. Ending fund balance and reserves in the Water and Water Reclamation utility funds will be prioritized as follows: 
Required debt service reserves
Operating reserves
Rate stabilization reserves 
Repair & replacement (R&R) reserves which have been identified as a minimum of $5 million for both the Water and Water Reclamation funds. Refer to the Capital Improvement Policies section for more information on R&R reserves.
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OVERVIEW OF THE 
RATE SETTING PROCESS

ALLOCATE COSTS TO CUSTOMER 
CLASSES

RATE DESIGN

CLASSIFY COSTS

REVENUE REQUIREMENT

CUSTOMER

PEAK

FIRE

BASE

CUSTOMER

STRENGTHFLOW

OPERATING 
BUDGETS

ECONOMIC 
ASSUMPTIONS

CUSTOMER 
STATISTICS

FISCAL POLICIES

FIXED 
CHARGES

VARIABLE 
CHARGES

Step 1: 
Revenue 

Requirement

Step 2: 
Cost of 
Service

Water Sewer

CAPITAL FUNDING
• Reserves
• Contributions
• Debt Financing
• Rate Funding
• SDCs
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Step 3: 
Rate 

Design

Presenter
Presentation Notes
Focus on Revenue Requirement each year.

Cost of Service analysis performed as part of full rate study done in 2014 is still valid for water

As we are continuing to phase in extra strength we have reviewed this portion of Cost of Service for creation of scenarios for today’s discussion of sewer rate setting.

Remember that the cost of service for extra strength customers is based on flow and strength of wastewater. 



CITY OF BEND  |

UTILITY RATE MODEL CONSIDERATIONS

The rate model is a function. It consumes inputs, 
and then optimizes the scenario within specific 
guidelines:

• Financial policies (reserves, debt coverage, financing, 
rate smoothing)

• O&M inputs and assumptions (cost-escalation factors, 
account growth, service level)

• CIP inputs and assumptions (capacity growth)

Presenter
Presentation Notes
Coordinating across departments. Working closely with Finance to assure we understand how the project list governs the staffing and other resource allocation in support of delivery. ADD COORDINATION SLIDE FROM COUNCIL ORIENTATION!

By the use of what we call “the rate model”, which is a 20 year financial reporting tool [which meets Council’s financial policy of maintaining at least a 5 year projection], we are able to project the financials of the sewer fund.


Now before we get into the assumption overview, I want to point out to everyone that “the rate model” is simply a function. 

Constraints, or the inputs, Through financial policy (resolution), service-level assumptions implied in operations (budget), and projected capital infrastructure projects (5 year CIP), Council has set all the restraints (think inputs, or the “X” to our equation), and then the model takes those and “outputs” the “Y”; which in this case in revenue requirement, which can then be clarified as year-over-year rate increases.

Reserves: 3 months operating reserves, $1M stabilization reserve, debt-service reserves {stipulated by loan covenants}, and then a minimum of $5M available for repair and replacement.

Coverage: Coverage ratio set at 1.25 of annual debt service.
	1) Clarify on the importance of the coverage ratio, if asked, during the graphical presentation. Reasons for a minimum coverage ratio are: Council policy, financial stability [implies we can pay O&M, debt, and then have a little 	leftover for ongoing capital projects not paid with debt, like small R&M/R&R and engineering costs.

Financing: Guidance found in our financial policy. How do we pay for capital projects (i.e. cash-funded, debt-funded)?

Need to fix slide transitions and practice in Council chambers.
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Utility Revenue Increases
Customers Implemented

FY 16/17
Proposed
FY 17/18

Proposed
FY 18/19

Storm
water

33,000 3% 3% 3%

Water 24,600 2% 2% 3%

Sewer 30,600 6% 6% 6%
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Revenue increases result in unique bill impacts for each customer.

Presenter
Presentation Notes

*Approximate number of customers billed as of December 2016. 
 Rate Models include an account growth factor of 1.39%.
Individual bill impacts are unique to each customer based on how much water they actually use and their winter water consumption used for the sewer volume charge as well as the type of customer in terms of residential or non-residential. In looking at sample bills, we see that even in summer months with peak water use for a single family household of 4, the change in their bill is likely to be in the range of a few dollars difference or around 2%. 
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WATER
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Presenter
Presentation Notes
ADD MENTION that right now CIP is $3.1 M per year and why a cash reserve is important.

Water master plan update scheduled ‘18; So, we will have much higher resolution for future years repair and replacement for planning in next Biennium FY 18/19

Teresa’s Notes:
2013 Survey:
Rated most important service (76% of respondents “very important”) – Protect Drinking Water and Sewer Services
Rated highest funding priority (68% of respondents “urgent/high priority) – Protect Drinking Water Services
60% of respondents would pay add’l fees to upgrade water and sewer infrastructure
Rated least likely to cut services if budget reductions are required – Drinking water and sewer service
Rated 2nd highest performing service – Drinking Water and Sewer Service (slightly behind Police/Fire)

2015 Survey:
Importance of funding highest priority – Drinking Water Services at 83% of respondents said “Very Important”
Highest Performance Rating – Drinking Water Services at 76% rating between 8 and 10, 10 being Excellent

Public Service:
Clean, safe, reliable drinking water

Value:
Fireflow = reduced Fire insurance and protects property

Environmental Stewardship:
Water conservation / outreach program
Leak detection program
Source water protection
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FY17-18 Rate Revenue = $18.5M

• Revenue Increase 7/1 Implementation = 2%
• Total 3 Month Operating Reserves = $3.2M
• Repair and Replacement Reserves = $5M
• Revenue Stabilization Reserve = $1.5
• Minimum Total Debt Service Coverage Ratio = 1.5

WATER
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Presenter
Presentation Notes
You will have time to look at the cost inputs to the rate model in greater detail during budget deliberations. Today we are showing you the output of the rate model in terms of what we project we need in total rate revenue for FY 15-16 based on a combination of factors. 
Assumptions we included in the model are operating reserves, minimum residual fund balance intended to cover revenue shortfall resulting from changes in water use and any unforeseen system repair or replacement  needs that might arise.

The rate increase presented today is intended to help meet the needs of the system today but also help keep rates stable into the future.
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WATER RATE IMPACTS
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59% of accounts
36% of accounts

Meter 
Size

FY 16/17 
Meter 
Charge

FY 17/18
Meter 
Charge

% Change

¾” $22.46 $22.91 2%

1” $25.84 $26.35 2%

1 ½” $34.19 $34.87 2%

2” $44.25 $45.14 2%

3” $71.13 $72.55 2%

4” $101.32 $103.35 2%

6” $185.16 $188.86 2%

8” $285.81 $291.52 2%

10” $403.26 $411.33 2%

12” $540.79 $551.61 2%

Usage $1.86/100 
cubic feet

$1.90/100 
cubic feet

2%

Does not include 3% Franchise Fee
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• Water Master Plan Update
• Supply optimization
• Demand optimization
• Condition and risk assessment
• Repair and replacement
• Groundwater mitigation
• In-pipe hydro opportunity assessment

• Annexation
• Synergy projects
• New, unfunded regulatory requirements
• Continuing Legal Challenges

POTENTIAL UNCERTAINTY FOR WATER FUND
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Presenter
Presentation Notes
We’re positioned to respond to these without having to impact ratepayers.
Caught up but now focused on optimizing efficiency, increased resiliency, and R&R
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SEWER
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Presenter
Presentation Notes
ADD MENTION on CIP $18M per year avg

Teresa’s Notes:
2015 Survey:
5th highest funding priority at 64% of respondents said “Very Important” – behind drinking water, police/fire, streets/sidewalks and job growth
Interesting that longer time residents felt like it was less necessary to fund sewer improvement, conclusion could be that a well maintained sewer system over the last decade or more has led them to believe that there isn’t a need for repair/replacement (hidden, underground services)
3rd Highest performance rating at 52% (behind drinking water services and police/fire services)

SR Perspective:  Short term gain for long term loss, how do we translate this risk?

Public Service:
Protecting public health through sanitary sewer system, effective conveyance of sewage

Value:
FOG/IPP reducing sewer costs by education and outreach to high impact system users

Environmental Stewardship:
Water reuse
Biosolids
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Map of
Interceptor 
Projects &
The Extension
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Presenter
Presentation Notes
MOVE UP TO AFTER SEWER PHOTO SLIDE. ADD ANOTHER MAP OF PUMP STATIONS and TALK ABOUT SCHEDULE OF THESE PROJECTS.
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MAP OF 
MAJOR 
PUMP 
STATIONS
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Presenter
Presentation Notes
This represents 100 of 400
the Larger pump stations success
Smaller pump stations that need improvement now with growth impacts
Decommissioning as interceptors are completed
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FY17-18 Rate Revenue = $24M

• Revenue Increase 7/1 Implementation = 6%
• Total 3 Month Operating Reserves = $3.4M
• Repair and Replacement Reserves = $5M
• Revenue Stabilization Reserve = $1M
• LID Reserve = $1M
• Minimum Total Debt Service Coverage Ratio = 1.25

SEWER
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Presenter
Presentation Notes
MENTION CIP EXPLAIN IMPACT ON DEBT SERVICE. DECISION TO FUND PROJECTS WITH DEBT MITIGATES RATE INCREASE MAGNITUDE.
Residual fund balance: $25.9M - $5.6M range over 5 years
Low of $5.1M in 20 year model (FY2024)
Bond Coverage Ratio - 2.29 – 1.34 range over 5 years
Low of 1.25 FY2026 - FY2029
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CURRENT SEWER RATES 16/17

Customer Class # of Customers Monthly Base Charge Volume Charge

Single Family 26,715 $33.49 $3.51 per 100 cubic feet

Multi Family 1,697 $13.23/unit $3.51 per 100 cubic feet

Non-Residential:

Standard 1,684 $33.49 $3.51 per 100 cubic feet

Extra Strength 498 (34% of these are multi-strength accounts)

Low $33.49 + $35.00* $4.81 per 100 cubic feet

Medium $33.49 + $35.00* $5.19 per 100 cubic feet

High $33.49 + $35.00* $5.89 per 100 cubic feet

Super High^ $33.49 + $35.00* $6.28 per 100 cubic feet

*ESC monthly program fee remains $35/month
^ 19 Breweries are on a monitored program to account for water going out in product
Does not include 3% Franchise Fee
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SEWER RATE IMPACTS
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SEWER UTILITY RATES WITH 6% REV. INCREASE AND NEXT INCREMENT OF ESC PHASE IN

*ESC monthly program fee remains $35/month

Customer
Class

FY 16/17 
Monthly Base
Charge

FY 17/18 
Monthly Base 
Charge
(3% Increase for all)

FY 16/17 
Volume Charge
(per 100 cubic feet)

FY 17/18 
Volume Charge (per 
100 cubic feet)
(% Increase Varies)

Single 
Family

$33.49 $34.55                 (3%) $3.51/100 CF $3.62/100 CF          (3%)

Multi Family $13.23/unit $13.65/unit        (3%) $3.51/100 CF $3.62/100 CF          (3%)

Non-
Residential

Standard $33.49 $34.55                 (3%) $3.51/100 CF $3.62/100 CF          (3%)

Extra 
Strength

Low $33.49 + $35.00* $34.55 + $35.00 $4.81/100 CF $6.46/100 CF        (34%)

Medium $33.49 + $35.00* $34.55 + $35.00 $5.19/100CF $7.13/100 CF        (37%)

High $33.49 + $35.00* $34.55 + $35.00 $5.89/100 CF $8.56/100CF         (45%)

Super High $33.49 + $35.00* $34.55 + $35.00 $6.28/100 CF $9.36/100 CF        (49%)

Does not include 3% Franchise Fee

Presenter
Presentation Notes
Current Extra Strength Charge Program implemented July 1, 2015. Council chose the slow phase in option for first year.
Council directed staff to evaluate options for bringing the Extra Strength Charges to cost of service for those customers. Chose 4-yr Phase In. FY 17/18 will be year two.

FY 16/17 is projected to be a 4% rate increase again and then between 3% and 5% in the next three years, barring factors such as those below and others don’t require adjustments.
Rate table shows current rates prior to applying projected rate increases
54% of revenue from monthly charges (down from 83% under existing)
Monthly charge per account is $31 for single family and non-residential; multi-family pays $12.25 per equivalent dwelling unit
Additional monthly program fee for Extra Strength Charge (ESC)* customers
All volume is billed for all customers (1,000 cubic foot volume allowance removed); ESC customers billed higher volume charges (but not more than 6% above what they are currently paying)
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POTENTIAL UNCERTAINTY FOR SEWER

• Cost of debt
• Project costs and timing of multiple projects due 

to infill and growth
• Synergy projects​
• Connection of customers currently on septic 

systems ​to sewer system
• Continuing legal challenges​
• New, unfunded regulatory requirements
• Staffing

Presenter
Presentation Notes
DEQ Rates v. Revenue Bond Rates. Mention uncertainty at the Federal and State level for funding. 
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STORMWATER
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Presenter
Presentation Notes
CIP $600K per year as of now 

Stormwater survey – community value and understanding of the connectivity between surface water and groundwater.

Teresa’s notes:
Regulatory Requirement:  NPDES Permit
Meeting permit requirements primarily with maintenance activities: sweeping, r&m of infrastructure, drill holes, etc.; as well as education / outreach
Building reserves with minimal annual rate increases to support capital infrastructure improvements in 5 to 10 years

Community Values:
Protects drinking water
Protects stormwater run off into river
Public education and outreach – major component to keep infrastructure costs low

Tom will give overview of geology and why we do not have to invest in major stormwater infrastructure, so we are spending more to maintain and maximize what we have without major investment
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FY17-18 Rate Revenue = $3.5M

• Revenue Increase 7/1 Implementation = 3%
• Total 3 Month Operating Reserves = $791k
• Minimum Residual Fund Balance = $500,000
• Currently no debt planned until FY 2023/2024

STORMWATER
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Presenter
Presentation Notes
$500K minimum fund balance OK because there is a low risk of catastrophic failure.  The main risk with stormwater is if the new NPDES permit requires a significant amount of upgrades to our system from what we are currently required, but my understanding is that this is still to be determined and too uncertain to put a number to.

Policy to date has required that capital improvements in the Stormwater Program be cash funded, so all residual fund balance has been dedicated to future infrastructure projects with the timing of the projects based on the availability of cash.  With 2015 adoption of the Stormwater Master Plan and a financing plan that includes issuing debt for major capital improvement projects, an adequate minimum residual fund has been determined to be $1.5M to cover unfunded regulatory requirements, major system failures and support synergy projects.
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STORMWATER RATE IMPACTS

• Current charge is $5.15 per Single Family or 
Equivalent Residential Unit (ERU) per month
One ERU = 3,800 square feet of impervious surface

• 3% revenue increase raises rate to $5.30 per 
ERU per month

• No franchise fee for stormwater
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Presenter
Presentation Notes
Consistent with Master Plan and adopted budget
It can also absorb the $20k of sweeping costs
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POTENTIAL UNCERTAINTY FOR STORMWATER

• Methods for managing stormwater in a more 
compact urban form with increasing impervious 
surface area and smaller lots

• Synergy projects
• Completion of drainage studies and update of 

Master Plan
• New, unfunded regulatory requirements

Presenter
Presentation Notes
First bullet – as we urbanize we could need additional O&M. Onsite v. regional solutions – going to require transition for dispersed onsite systems to more regional facilities. 
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UTILITY WRAP-UP

• Understand what is needed to serve the 
community

• Council and community supported decisions 
have been made

• Policy direction to maintain rates and fees for 
cost recovery

• Alignment with Council policy objectives
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Presenter
Presentation Notes
Utilities O&M Strategic Plan and System Master Plans have identified the significant structural elements needed to provide water, sewer and stormwater services that are safe, reliable, efficient and in compliance and upholding environmental stewardship values. 

Alignment with Council policy objectives of rate stability, equity, efficiency, affordability, and administrative feasibility
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QUESTIONS?
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NEXT STEPS

• Recap direction from Council today
• Confirm any follow up information requested
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Presenter
Presentation Notes
Recap direction from Council today on forecast revenue increases for Water, Sewer and Stormwater needed to support ongoing O&M, CIP and administrative services
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