Agenda

Casper City Council Work Session
City Hall, Council Meeting Room
Tuesday, April 24, 2018, 4:30 p.m.

. . . Allotted | Beginning
Work Session Meeting Agenda Items Recommendation | "™ | " T
Recommendations = Information Only, Move Forward for Approval, Direction Requested
1. |Post Office Resolution (Carter Napier) Direction Requested | 20 min 4:30
Financial Plan - Cost of Service & Rate Design for Water & Sewer Move Forward for . )
2. 20 min 4:50
(Andrew Beamer) Approval
3 Wyo_mlng Association of Municipalities (WAM) Funding (Carter Direction Requested | 20 min 5:10
Napier)
4 Casper Area} Economic Development Alliance (CAEDA) Funding Direction Requested | 20 min 5:30
(Carter Napier)
5. |Agenda Review Information Only 20 min 5:50
6. |Legislative Update Information Only 20 min 6:10
7. |Council Around the Table Information Only 45 min 6:30
Approximate Ending Time 7:15





























































CITY OF

CASPER

Water and Sewer System Investment Charge Update and
Water and Sewer Utility Cost of Service Study

April 24, 2018




Agenda

Financial overview

Water financial plan and cost of service
Water rate design

Typical monthly bill comparison

Sewer financial plan and cost of service

Water and sewer system investment charges






Financial Plan Process

<Operating «O&M
*Non-Operating «CIP

*SICs «Debt

Financial
Policies

*Reserve Levels

*Coverage
Ratios

10-year Financial Plan

Annual Revenue Adjustments

Project revenues and other sources
Rate revenue using historical customer data
SICs
Other operating revenues

Project operating expenses, debt service,
and capital expenditures

Develop the optimal mix of rate revenue
and debt to fund capital projects that
will:
Meet reserve targets
Meet annual O&M and debt service payments
Fund current and future capital needs
Minimize impact to customers

Strive for smooth and predictable
revenue adjustments



Casper Water Utility Applies Industry Standard
Metrics to Maintain Strong Financial Health

Target reserves

Debt service
coverage

Capital funding
sources

Financial
maintenance

e Water operating reserve: 25% of O&M
e Water capital reserve: 1.5% net assets , WWDC debt
service reserve

e Target of 1.20 for DSC ratio
e Higher DSC ratio enables greater cash
financing of capital projects

e SRF low interest rate loans
* 1% Monies reduce rate funded capital
spending

e Regular updates to financial plans
e Smooth and predictable revenue adjustments



Factors Influencing the Water
Financial Plan

CWRWS expenses are projected to grow 7% each of
the next two years, and 3% annually thereafter

CIP expenditures are consistently between $4 - S5
million
1% Monies are planned to pay for $2.5 - S3 million of
water capital each year

1% Monies greatly reduce needed rate increases
O&M expenses are inflated 3% each year
Capital costs are inflated 3% each year
No future debt is issued in the financial plan



Water Financial Plan Results
($ - millions)

FY | FY | FY | FY | FY | FY | FY | FY | FY | FY
18 | 19 | 20 | 21 | 22 | 23 | 24 | 25 | 26 | 27
1% 3% 3% 3% 3% 3% 3% 3% 3%

Rate 20
Increase* 2%

E;"I“adnce $14.2 $12.2 $11.9 $11.4 $11.0 $10.4 $9.7 $8.9 $81 $7.0

Target
e §5.1 S5.3 S55 S5.6 S5.7 S5.8 S58 S$5.8 S59 S6.0

$9.0 $6.8 S$6.4 S5.8 S$53 S46 S3.9 S3.2 S23 S1.1

*Rate increase in FY 18 planned for May 1, all other years occur on January 1.
** Numbers may not sum due to rounding.






Cost of Service Analysis

The Goal is to Achieve Equity

Recover costs from users in proportion to their
impact on system facilities and operations



Water Cost of Service Allocation

BASE MAX HOUR METERS



Adjusted FY 20 Water Cost of

Service

FY 20 Cost of Test Year Revenue
Customer Class Service at Existing Rates | % Change

Residential — Inside City
Residential — Outside City

Commercial — Inside City

Commercial — Outside City

Irrigation
Flat Water
Total

$9,311,128
425,160
2,202,061
138,450
978,450
4,140

$13,059,388

$9,030,052 3.1%
363,932 16.8%
2,281,653 (3.5%)
136,820 1.2%
804,270 21.7%

947 337.3%
$12,803,668 4.0%

11






Existing Water Rate Structure

All retail customer classes have the same rate
structure

Outside City customers pay ~“35% more than Inside
City

Monthly minimum charge includes a 1,500 gallon
volume allowance

Sewer volume allowance of 2,000 gallons
Meters read volumes in 1,000 gallon increments

Volume consumed beyond the volume allowance is
charged at a uniform rate

Increasing block rates can better promote conservation



Proposed Water Rate Structure

Recovers class cost of service

Residential Rate Structure
Monthly minimum charge
Increase volume allowance to 4,000 gallons
Volume rate

Two tiers: 4,000 — 20,000 gallons (efficient outdoor
use), > 20,000 gallons (inefficient outdoor use)

Commercial and Irrigation Rate Structure
Monthly base charge
Eliminate the volume allowance
Volume rate
Uniform volume rate



Proposed FY 20 Water Rate
Structure

Residential — | Residential— | Commercial — Inside | Commercial —
Inside City Outside City City, Irrigation Outside City

Minimum Charge $9.22 S$11.23 S4.47 S4.47

Volume Charge
0 — 4 kgal 0.00 0.00 3.79 5.05
4 — 20 kgal 4.29 6.22 3.79 5.05
>20 kgal 5.72 8.29 3.79 5.05

15



Proposed FY 20 Water Rate Bill
Impacts — Residential Inside City

Billed Volume | Bill under Existing | Bill Under Proposed
(kgal) Rate Structure Rate Structure Change

$8.29 $9.22 $0.93
1 8.29 9.22 0.93
2 10.20 9.22 (0.98)
3 14.01 9.22 (4.79)
4 17.83 9.22 (8.61)
5 21.65 13.57 (8.08)
10 40.74 35.32 (5.42)
20 78.92 78.82 (0.10)

30 117.10 136.82 19.72



Proposed FY 20 Water Rate Bill
Impacts — Commercial Inside City

Billed Volume | Bill under Existing | Bill Under Proposed
(kgal) Rate Structure Rate Structure Change

$8.29 $4.48 (53.81)
1 8.29 8.33 0.04
2 10.20 12.18 1.98
3 14.01 16.03 2.02
4 17.83 19.88 2.05
5 21.65 23.73 2.08
10 40.74 42.98 2.24
20 78.92 81.48 2.56

30 117.10 119.98 2.88






Sewer Collection Utility Applies Industry
Standard Metrics to Maintain Strong Financial
Health

Target reserves

Debt service
coverage

Capital funding
sources

Financial
maintenance

e Sewer operating reserve: 25% of O&M
e Sewer capital reserve: 1.5% net assets

e Target of 1.20 for DSC ratio
e Higher DSC ratio enables greater cash
financing of capital projects

e SRF low interest rate loans
* 1% Monies reduce rate funded capital
spending

e Regular updates to financial plans
e Smooth and predictable revenue adjustments
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Sewer Collection Utility
Description

The WWTP is managed as a separate fund from
Sewer Collection

“Wastewater treatment” is a line-item operating
expense for Sewer Collection

Raftelis did not develop a full financial plan for the
WWTP fund

Raftelis did make assumptions about WWTP
funding and projected future treatment expenses
based upon the WWTP CIP, operating expenses,
and regional cost-sharing allocation schedules



Factors Influencing the Sewer
Collection Financial Plan

WWTP costs are the single largest operating
expense for the sewer collection utility

Two major capital projects planned for the WWTP
North Platte Sanitary Sewer Rehab - $7.9 million FY 21
WWTP Secondary Upgrade - $24.6 million FY 25

Financial plan assumes SRF loans will pay for both
projects

Sewer CIP spending is generally between $1.5 - 2.0
million each year

1% Monies of $500,000/year from FY 20 onward will
offset needed rate increases



Sewer Collection Financial Plan Results
($ - millions)

FY18 FY19 | FY20 | FY21 | FY22 | FY23 | FY24 | FY 25 | FY 26 | FY 27

Rate
Increase

Fund
Balance

Target
Reserve

0.0%

8.0% 8.0% 8.0%

8.0%

8.0%

7.0%

6.0%

$5.6 S45 S28 S3.0 S34 S27 S$49 S3.1 S3.6 S$39

§1.5 S1.8 $2.0 $1.8 S1.8 S22 S1.7 S2.7 S21  S2.1

Balance
Over/

(Under)
Target

$4.1 S2.7 S0.8 S$13 S16 S0.6 S3.2 S04 S15 518
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Sewer Collection Cost of
Service Allocation

FLOW TSS OTHER LOADINGS
NH3-N, P



Adjusted Sewer Collection Cost
of Service

FY 20 Cost of Test Year Revenue
Customer Class Service at Existing Rates | % Change

Residential — Inside City S4,456,090 $4,116,183 8.3%
Residential — Outside City 11,432 10,341 19.5%
Commercial — Inside City 1,821,560 1,524,499 10.6%
Commercial — Outside City 31,027 26,610 16.6%
Flat Sewer 1,311 3,011 (56.5%)

Total $6,321,420 $5,680,644 11.3%

25






Existing Sewer Collection Rate
Structure

All retail customer classes have the same rate
structure

Outside City customers pay ~“35% more than Inside
City

Monthly minimum charge includes a 2,000 gallon
volume allowance

Volume consumed beyond the volume allowance is
charged at a uniform rate



Sewer Collection Rate Structure

Raftelis does not recommend changes to the
existing rate structure

Assumptions of wastewater discharge profiles do
not support differentiation of rates by customer
class

Existing volume allowance is appropriate for the
City’s residential customers

Uniform rates are appropriate for sewer rates
“Conservation” is not usually a priority for sewer rates






What Is a System Investment
Charge

A one-time fee assessed to new
development

Recovers the cost of capacity required to
serve new development

Fee recoups capital expansion costs paid for
by existing rate payers

Fee must demonstrate rational nexus —
reasonable relationship between cost and
benefit received



System Investment Charge
Process

Value of Existing System Facilities - $
New 3/4" Customer

X Demands = 3/4" SIC

System Capacity

Apply fee to meter size assessment schedule



SIC Calculation Approaches

Must be a rational nexus between the SIC and the
cost of serving new connections

Equity Buy-In Approach

Capacity Buy-In Approach
Incremental Approach

Hybrid Approach



Water SIC Calculation

Equity Buy-In Approach

Net Asset Value (RCNLD) $26,716,258
Current System Equivalent Residential Units 28,158
SIC per Equivalent Residential Unit $949
Current SIC $1,010
Difference - $ ($61)

Difference - % (6%)
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Water SIC Schedule

Meter Size Meter Capacity Existing Equity Buy-In
(mches) Ratio Water SIC | Calculated SIC

$1,010 $949
1 1.6 1,690 1,518
11/2 2.0 3,360 1,898
2 6.4 5,385 6,074
3 12.8 10,775 12,147
4 20.0 21,210 18,980
6 40.0 47,135 37,960
8 64.0 80,800 60,736



Sewer Collection SIC

Calculation
Equity Buy-In Approach
Net Asset Value (RCNLD) $7,445,867
Current System Equivalent Residential Units 26,360
SIC per Equivalent Residential Unit $282
Current SIC $285
Difference - $ ($3)

Difference - % (1%)
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Sewer Collection SIC Schedule

Meter Size Meter Capacity Existing Equity Buy-In
(mches) Ratio Sewer SIC | Calculated SIC

$285 $282
1 1.6 476 451
11/2 2.0 949 564
2 6.4 1,519 1,805
3 12.8 3,326 3,610
4 20.0 5,700 5,640
6 40.0 11,876 11,280
8 64.0 17,100 18,048



WWTP SIC Calculation

Equity Buy-In Approach

Net Asset Value (RCNLD) $47,337,576
Current System Equivalent Residential Units 31,222
SIC per Equivalent Residential Unit $1,516
Current SIC $500
Difference - $ $1,016

Difference - % 203%
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WWTP SIC Schedule

Meter Size Meter Capacity Existing Equity Buy-In
(mches) Ratio WWTP SIC | Calculated SIC

11/2

o OO A~ W

1.6

2.0

6.4
12.8
20.0
40.0
64.0

$500
834

1,666
2,666
5,049
10,785
24,759
45,700

$1,516
2,426
3,032
9,702
19,405
30,320
60,460
97,024



SICs — Utility Survey
%" Inside City Single Family Connection

*Average water SIC is $2,301. Average sewer SIC is $1,615.

**Proposed Casper SICs include proposed CWRWS fee of $1,869.
***Cody does not charge a water SIC.
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Raftelis is a Registered Municipal Advisor within the
meaning as defined in Section 15B (e) of the Securities
Exchange Act of 1934 and the rules and regulations
promulgated thereunder (Municipal Advisor Rule).
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