
CITY OF WHEATL,AND
CITY COUNCIL MEETING

STAFF REPORT
March 26, 2019

SUBJECT: Proposed Water and Sewer Rate Adiustments

PREPARED BY:' Jim Goodwin, City Manager

Recommendation

Conduct public hearing, and upon close of public hearing, i:n the absence of a valid protest"
approve Resolution No. 09-19 adjusting water rates and Resolution No. 10-19 adjusting the
sewer rates.

Background

Previously the City Council approved an agreement with Clearsource Financial for review of
both water and sewer rates and to develop recommendations for adjustment of those rates. An
Ad-hoc committee including Mayor Joe Henderson and Vice-Mayor Rick West subsequently
was appointed to work with the consultants.

Ad-hoc Committee meetings were held in November 2017, January 2018, October 2018 and
November 2018. The primary objective of these discussions was to develop a rate, proposal
that meets current legal standards and operational needs while being sensitive to Impacts on
the rate-payer.

The broad conclusions reached through these discussions include:'

1. Rates must be structured to cover costs, including operational cost, debt service and
maintenance of a prudent reserve. The current rate structure does not accomplish this;

2. The current rate structure does not meet best practices standards;
3. The timeline covered by a rate action should be shortened due to the potential of new

homes being built during the rate cycle.

Please note, that the current proposed rate adjustment does not include consideration of future
capital investment needs.

A final rate proposal was prepared based on these broad parameters. The rate adjustment is
as follows:
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Adopt a rate proposal with adjustments in April 20191
, October 2019, October 2020, October

2021, and October 2022'. See attached rate study.

Sewer

Adopt a rate proposal with a set adjustment in April 20,19, followed by annual adjustments of
either 3% or according to the, ENR index, whichever is higher, through October 2022. See
attached rate study.

On January 22, 2019 the City Council approved Resolution No. 06-19 accepting the final rate
study and directing staff to provide the required minimum 45-day notice to the public of the City
Council's intent to adjust rates.

The notice was prepared and mailed to all current water and sewer utility customers and/or
owners of property served by the, utilities informing them of the proposed rates and of their right
to protest and providing instruction that all written protests must be received by the close of the
Public Hearing tonight Only one protest per parcel of property served by the utilities can be
counted. Council may adopt the proposed rates at this meeting unless a valid written protest is
received from fifty percent plus one of the affected parcels by close of the public hearing. As of
the date ot preparation of this staff report, fewer than 30 protests had been received. A copy of
the notice is attached.

Alternatives,

Council may choose not to adopt the proposed rate adjustment.

Fiscal Impact

Rate adjustments are necessary to achieve break-even in operations, debt service and prudent
reserve. Additional funding for capital improvements was not included in the rate analysis.

Attachments

1. Resolution No. 's 09-19 & 10-19 adopting the proposed rate adjustments
2. Notice of Proposed Rate Adjustments
3. Rate Study
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RESOLUTION NO. 09-19

RESOLUTION OF THE CITY COUNCIL OF WHEATLAND
ESTABLISHING WATER SERVICE RATES

BE IT RESOLVED AND ORDERED! BY THE CITY COUNCIL OF' THE
CITY OF' WHEATLAND AS FOLLOWS:

WHEREAS, based on the findings of the water and sewer rate study recently completed,
water rate adjustments are necessary to achieve break-even in operations, cover debt service, and
establish a prudent reserve; and

WHEREAS, these rate adjustments win help ensure the health and safety of the
community while protecting the City's financial health and being sensitive to impacts on the
rate-payer; and

WHEREAS" Wheatland Municipal Code: sections 13.36.01 0 and 13.40.020 authorize the
City Council to amend water service rates by resolution; and

WHEREAS" the City Council has conducted a public hearing and has considered
comments and input from interested parties; and

WHEREAS" forty-five days prior to the public hearing, the proposed rates were noticed
to all water customers; and

WHEREAS, the City Council deems it to be in the best public interest to' establish new
rates for 2019 through 2023; and

WHEREAS, Section (a) of Government Code Section 53756 allows the City to adopt the
schedule of rates, and inflationary adjustments for a period up to five years; and

WHEREAS, Section (d) of Govemment Code Section 53756 requires notice of any
adjustment pursuant to the rate schedule shall be given not less, than 30 days before the effective
date of the adjustment; and

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of
Wheatland:

1. Findings. The City Council finds and determines as follows:

a. The foregoing recitals are true and correct; and,

b. The adjusted water rates implemented by this resolution have been fixed in an
amount sufficient to pay the operating expenses of the City's water utility



operations and provide for repair, improvement, and replacement of water system
works and facilities.

c. The adjusted water rates are reasonably related to, and do not exceed, the City's
cost of providing the particular utility service.

d. The revenues derived from the rates do not exceed the funds required to provide
the water utility service and shall not be used for any general fund purpose or
purpose other than the water utility enterprise,

e. The amount of the water rates imposed on each user does not exceed the
proportional cost of the user's service.

f. The City Council has conducted a duly noticed public hearing on the proposed
rate adjustment in accordance with California Constitution Article XIII D, and the
City Council did not receive a majority protest against the' proposed adjustment.

2. Water Service Rates and Charges. The City Council hereby approves and levies the
rates for City water service as shown on Exhibit A.

3. Subsequent Adjustments. Commencing October 1, 2019, the water service rates shall
be adjusted as shown in Exhibit A. Commencing October 1, 2022, the water service rates
shall be adjusted based on the greater of3.0 percent or the previous year's change in the
construction cost index for 20 U.S. Cities, as reported in the Engineering News Record
("ENR") Construction Cost Index. The City Clerk shall make the adjustment and keep
and maintain a current schedule of applicable water service rates at City Hall.

4. Supersedes Earlier Rates. This resolution shall amend and supersede the water service
rates and charges provisions of City Resolution 28~05 and other prior inconsistent
resolutions.

5. CEQA. The City Council finds that this adjustment in the water service rates is for the
purposes of meeting operating expenses of the City water utility operation (including
labor, supplies, equipment, and materials), meeting financial reserve needs and
requirements of the City water system, and fund water system improvements that are
necessary to maintain and enhance water service within the existing City service area,
Accordingly, the City Council determines that this rate adjustment is exempt from the
California Environmental Quality Act and CEQA guidelines. (Public Resources Code
section 21080(b); CEQA Guidelines section 15273.

6. Effective Date. This resolution and the new water service rates shall be effective upon
adoption.



PASSED, APPROVED AND ADOPTED by the City Council of the City of
Wheatland at a regular meeting held on the 26th day of March 2019.

AYES:
NOES:
ABSENT:
ABSTAIN:

APPROVED:

Joseph Henderson, Mayor
ATTEST;

Lisa J. Thomason, CIty Clerk



EXHIBIT A

Water Utility Annual Schedule' of Rates
Fiscal Year Ending June 30,

Water Rate Schedule (1] 2019 2020 2021 2022 2023

Effective Date: Apr-19 1-0ct-19 r-oei-zo I-Oct-21 t-Oct-22

Fixed Charge - S/Month [21

Usage Allowance' in Fixed Charge First 12 Cef First 12 Ccf First 12 Cef First 12 Cef First 12 Cef

3/4-inch $42.95 $45.85 $48.94 $52.25 $53.82

t-inch $42.95 $45.85 $48.94 $52.25 $53.82

I-I/2-inch $48.96 $52.27 $55.801 $59.56 $61.35

2-inch $58.30 $62.23 $66.43 $70.91 $73.04

3-inch $99.48 $106.19 $113.36 $121.01 $124.64
4-inch $128.33 $136.99 $146.24 $156.11 $160.791

6-inch $198.75 $212.16 $226.48, $241.77' $249.02
8-inch $281.83 $300.85 $321.16, $342.84 $353.12
lO-inch $384.71 $410.68 $438.40 $468.00 $482.04

Variable Charge - S/ccf
First 12 ccf $0.00 $0.00 $0.00 $0.00 $0.00

Over 12 cef $2.15 $2.30 $2.451 $2.62 $2.70

[1] "ccf" = one hunderedl cubic feet. 1 ccf equals approximately 748 gallons.

[2] Rates for October 2022 will increase by the greater of 3.0% or the Engineering News Record Construction Cost
Index. Rates shown reflect a 3.0% increase.



RESOLUTION NO. 10-19

RESOLUTION OF THE CITY COUNCIL OF WHEATLAND
ESTABLISHING SEWER SERVICE RATES

BE IT RESOLVED AND ORDERED BY THE CITY COUNCIL OF THE
CITY OF WHEATLAND AS FOLLOWS:

WHEREAS, based on the findings of the water and sewer rate study recently completed,
sewer rate adjustments. are necessary to achieve break-even in operations, cover debt service, and
establish a prudent reserve; and

WHEREAS, these rate adjustments will help ensure the health and safety of the
community while protecting the City's financial health and being sensitive to impacts on the
rate-payer;, and

WHEREAS, Wheatland Municipal Code section 13.24.020 authorizes the' City Council
to amend sewer service rates by resolution;, and

WHEREAS, the City Council has conducted a public hearing and has, considered
comments and input from interested parties; and

WHEREAS, forty-five days prior to the public hearing, the proposed rates were noticed
to all sewer customers; and

WHEREAS, the City Council deems it to be in the best public interest to establish new
rates for 2019 through 2023;, and

WHEREAS, Section (a) of Government Code Section 53756 allows the City to adopt the
schedule ofrates and inflationary adjustments for a period up to five years; and

WHEREAS, Section (d) of Government Code Section 53756 requires notice of any
adjustment pursuant to the rate schedule shall be given not less than 30 days before the effective
date of the adjustment; and

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of
Wheatland:

I. Findings. The City Council finds and determines as. follows:

a. The foregoing recitals are true and correct; and"

b. The adjusted sewer rates implemented by this resolution have been fixed in an
amount sufficient to pay the operating expenses of the' City'S sewer utility



operations and provide for repair, improvement, and replacement of sewer system
works and facilities.

c. The adjusted sewer rates are reasonably related to, and do not exceed, the City'S
cost of providing the particular utility service.

d. The revenues derived from the rates do not exceed the funds required to provide
the sewer utility service and shall not be used for any general fund purpose or
purpose other than the sewer utility enterprise.

e., The amount of the sewer rates imposed on each user does not exceed the
proportional cost of the user's service.

f. The City Council has conducted a duly noticed public hearing on the proposed
rate adjustment in accordance with California Constitution Article XIII D, and the
City Council did not receive a majority protest against the proposed adjustment.

2. Sewer Service Rates and Charges. The City Council hereby approves and levies the
rates for City sewer service as shown on Exhibit A.

3. Subsequent Adjustments. Commencing October 1, 2019, the sewer service rates shall
be adjusted annually each October 1 based on the greater of3.0 percent or the previous
year's change in the construction cost index for 20 U.S. Cities, as reported in the
Engineering News Record ("ENR") Construction Cost Index. The City Clerk shall make
the adjustment and keep and maintain a current schedule of applicable sewer service rates
at City Hall.

4. Supersedes Earlier Rates. This resolution shall amend and supersede the sewer service
rates and charges provisions of City Resolution 39-04 and other prior inconsistent
resolutions.

5. CEQA. The City Council finds that this adjustment in the sewer service rates is for the
purposes of meeting operating expenses of the City sewer utility operation (including
labor, supplies, equipment, and materials), meeting financial reserve needs and
requirements of the City sewer system, and fund sewer system improvements that are
necessary to maintain and enhance sewer service within the existing City service area.
Accordingly, the City Council determines that this rate adjustment is exempt from the
California Environmental Quality Act and CEQA guidelines. (Public Resources Code
section 21080(b); CEQA Guidelines section 15273.

6. Effective Date. This resolution and the new sewer service rates shall be effective upon
adoption.



PASSED, APPROVED AND ADOPTED by the City Council of the City of
Wheatland at a regular meeting held on the zs" day of March 2019.

AYES:
NOES:
ABSENT:
ABSTAIN:

APPROVED:

Joseph Henderson, Mayor
ATTEST:

Lisa J. Thomason City Clerk



EXHIBIT A

Sewer Utility Annual Schedule of Rates
Fiscal Year Ending June 30,

Sewer Rate Schedule 2019 2020 2021 2022 2023

Effective Date: Apr-19 1-0ct-19 1-0ct-20 1-0ct-21 1-0ct-22

Fixed Charge - $/EDU/Month [lJ 111 III [11

Residential $56.33 $58.02 $59.77 $61.56 $63.40

Apartments, All Units 0.583 HlU 121 $32.82 $33.81 $34.82 $35.86 $36.94
Commercia] $56.33 $58.02 $59.77 $61.56 $63.40

[1)1Rates for October 2019 through October 2022 will increase by the greater of 3.0% or the Engineering News Record
Construction Cost Index. Rates shown reflect 3.0% increases.

[2)1"EDU" - Equivalent Dwelling Unit

[3)1The sewer rate structure consists of a monthly fixed charge per equivalent dwelling unit (EDU), where one (1) EDU
equals 900 cubic feet. 900 cubic feet equals single family residential average winter period water use.
The single-family' residential charge is,equal to one (1) EDU. For apartments, a single per unit charge will apply to alii units
equal to 0.583 EDU. Individual commercial EDUsare assigned based on prior year average winter period water usage
divided by 900 cubic feet.

[4]1Calculation of commercial/institutional/non-residential EDUs
H)Us are calculated for each commercial/institutional customer on an annual basis prior to implementation of each
year's new rate adjustment. The, resulting EDUs for each customer remain constant in each month! for the current
rate implementation cycle, generally covering a 12-month period, The following formula is used:
Estimated Annual Sewer flow divided by 12 months divided by 9,cd, with a minimum of 1 EDU

The following definitions provide further clarification for the calculation:

Equivalent Dwelling Unit (EDUI: One EDU equals 900 cubic feet per month; equates to average residential
winter period water usage

Annual Esti,mated Sewer Flow: Minimum of totall annual water use or annualized winter period water use

Winter' Period: November through April

Annualized Winter Period: Average winter period usage multiplied by 12 months

(5) For new commercial/institutional/non-residential customers without historical water usage the City will assign initial
EDOsbased on the type of business/facility and anticipated! winter period water use.



NOTICE OF PUBLIC HEARING
PROPOSED RATE ADJUSTMENTS FOR WATER AND SEWER SERVICE

A public hearing regarding proposed adjustments to water and sewer rates willi be held on:

DATE:

TIME:
PLACE'::

MARCH 261 2019
6:30pm
CITY OF WHEATLAND, COMMUNIITY CENTER
101 CSTREET
WHIEATLANO, CA 95692

This notice is provided to all property owners and customers who currently receive either ofthese services provided by
the City of Wheatland. If adopted, the proposed rate adjustments will become effective March 26, 2019.

This Notice of Pubtie Hearing provides information about proposed rate' adjustments to the City's water and sewer service customers
pursuant to the requirements of Article xm D Section 5(o} of the Coli/ornia Constitution (a portiot» 0/ Proposition, 218, which was adopted
by voters in 1996). The proposed rote adjustments will be presented to the City Council for adoption on Tuesday, March 26, 2019, at 6:30pm,
in the regular meetjng location of the Oty Council at the City of WheCltlcmd Community Center. This notice provides information on (3) how
rates are calculated, (2) reasons, jar the rate adjustments, (3)1 how customers can receive more informatiM on the effect a/the proposed
rate adjustments on their water and sewer bills, and (4) how to file a protest against the proposed fOtt adjustments.

WHY ARE THE WATER AND SEWER RATESBEING ADJUSTED AND WHY ARE YOU
RECEIVING THIS NOTICE?
The City's water and sewer utilities are intended to function as self-sustaining enterprises, with revenue collections
sufficient to support the costs ot ongoing operations, required improvements to the system, and repair and replacement
of existing utility assets. In order to maintain alignment of revenues and expenditures, periodic adjustments to water
and sewer rates are required.

The proposed rate adjustments were developed to help ensure the health and safety of the community and meet
current legal standards, while protecting the City's fi'nancial health and being sensitive to impacts on the rate-payer.
They are based on the findings of a recentlv completed water and sewer rate, study that examined the City"s cost ot
providing water and sewer services, the sufficiency of revenues generated from current rates, and the rate structures
applied to water and sewer customers.

Basedon current customer usagepatterns, the proposed rate adjustments would allow the City to meet the day-to-day
operating costs of utility operations, meet debt service obligations, and establish prudent reserves. In order to maintain
sensitivity to impacts on the rate payer, additional funding for rehabilitation and improvement of capital assets is not
built into the proposed rate adjustments.

For questions regording the City's woter and sewer operations and maintenance programs, or inquiries about speCliic
water or sewer projects,. please contact City Hall at (S30j 633-2761.

HOW' CAN I FIND OUT MORE ABOUTTHE PROPOSED RATE ADJUSTMENTS?,
For further details regardi,ngthe proposed rate adjustments, or for any questions you may have regarding the proposed
fees to be imposed on your parcel, please contact the City of Wheatland, City Hall, at (530) 633·2761 for assistance



HOW ARE THE WATER AND SEWER RATES CALCULATED?
The proposed water and sewer rates are based on financial plans developed for each utility. The financial plans compare
projected sources of funds (revenues) to projected expenditures to determine the sufficiency of current rates and ilny future
rate adjustments required, Revenue from rates is intended to assist the City In meeting current and forecasted financial
requirements and obligations of the water and sewer svstems. Requirements and obligations can indude~ annual expenses to
operate, maintain, and manage the utilities; targeted capital e)(penditures related to utility Infrastructure, facilities, and
equipment; repayment of outstanding debt; satisfaction of legal covenants; and attainment of targeted financial performance
metrics. The City also.works to maintain rates that are affordable to the community and, whenl possible, follow a consistent
pattern of Incrementa IIrate increases. Achieving this goal involves making deliberate choices regarding service levels, timing
of expenditures, and timing of water and sewer rate adjustments. Any revenues received from water and sewer rates are
restricted! solely to meet the requirements and obligations of each utility. This notice contains tables identifying the current
and proposed water and sewer rates.

WATER. Proposed monthly water rates for the majority of
the City's customers are composed of a fixed monthly charge
that includes the first 1.200 cubic feet of water supplied.
1,200 cubic feet IS equivalent to approximately 8,977 gallons
of water. If more than 1,200 cubic feet of water is used in a
month. a", addltlona], incremental; rate applies based on the
volume of water supplied. Customers typically use more
water in the summer than in the Winter, so a customer could
expect higher water bill5 in the summer due to a higher
volume of water received.

SEWER. The proposed sewer rate structure consists of a
monthly fixed charge per equivalent residential dwelling
unit (EDU). The single-family residential charge is equal to
one (1) EDU. One (1) EDU is set equal to 900 cubic feet,
which is the estimated sewer contribution for a single-
family residence based 00 average winter-period water
use. For apartments, a single per unit charge will apply to
all units, set at about 60% of the single-family charge
Commercial sewer EDUs are based on current actual
winter period water usagefor each customer.

WHAT ARE THE CURRENT AND PROPOSED WATER RATES?
F-Isc.al rr-lflJf Ending June .!Q..

.'ropo"ipn
W",cr "" e Schedule 111 Curr"nt l019 2020 lOll 20Zl 202:1

Eff.ctlY.O.t.: Apr-19 Oct-19 Oct-20 Oct-21 Oct- 22

fix,p Cblrg' •$IMgoth 12l

Usao~ Alfowonce 1'0Fb,~d Chorge F,rst 15 eel Flrst:1.2 Cel First 12 eel First 12 eej First 12 eel FJ~tj2 eel
3/4-lnch $51.04 $42.95 $45.85 $48.94 $52.25 $5~.82
1.1nch $51.04 $42.95 $45.85 548.94 $52.25 $53.82
1-1/2-1m::1\ $102.10 $48.96 552.27 $55.80 $59.56 $61.:15

2-lnch $163.36 $58.30 562.23 $66.43 $70.91 $13.04
3-lnch $326.69 $99.48 5106.19 $113.36 $121.01 5124.64
4-lnch 5510.49 $128.33 $136.99 $146.24 SlS6.U $160:l9
6-lnch $1,020.95 $198.75 $212.16 $226.48 S241.n $249.02
8-lnch $1,63';.53 $281.83 $300.85 $321 16 $342.84 $35:1.12
lO-lm;h $2.858.70 $384.71 $410.68 $438.40 $468.00 $482.04

'Ii! rjable Charge -Sled
Flrsl15 ccf $0.00
Next 30 cd $0.48
Over 45 a:f $0.64

Fir5t: 12 ccf $0.00 $0.00 $0.00 $0.00 $0.00
Over 12 eef $2.15 52.30 $2.45 $2.62 $2.70

III "cef" ~ one hundered cubic feet. 1 ccf equals approxlmatelv 748 galion".
12l Rates tor October 2022 wilt Increase by the creater of .:1.0% or the E"'~ eel Index. Rates shown reflect 8 3.0% ineA!!ast!.

WHERE IS MY WATER USAGE. LISTED ON MY UTILITY Bill? .---------

Wi" 1~6 j
5•.•.

1O~d 9.0
L ~---

This value represents the eustcmu's water I,aa!:e,

e~preu.ed In "CCf:' This (ustcmer u~es 9 CCF.



ILLUSTRATION OF SAMPLE WATER Bill IMPACTS
FOR TYPICAL RESIDENTIAL CUSTOMERS?

11J
Wat!!r

Units teefl Current Apr-19 OCl-19 cci-zn Ott·21 Oct-22

0 $51.04 $42.95 $45_85 $48.94 $52.25 $5382
1 $51.041 $42.95 $45.85 $48.!l4 $52.2S $53.82
2' $51.04 $42.95 $45.85 $48.94 $S2.25 $S3.82
3 $51.04 $42.95 $45.85 $48.94 $52.25 $53.82
4 $51.04 $42.95 $45.85 $48.~4 $52.;!5 $53.82
5 $51.04 $42.95 $45.85 $48.94 $52.2S $S3.82
6 $51.04 $42.95 $45.85 $48.94 $52.25 $53.82
7 $51.041 $42.95 $45.85 $48.94 $52.25 $S3.82
8 $51.04 $42.95 $45.8S $48.94 $52.2S $53.82
9 $S1.04 $42.95 $4S.8S $48.94 $S225 $53.82
10 $51.04 $42.95 $45.85 $48.94 $52.2S $53.82
11 $5U}4 $42.95 $45.85 $48.94 $S2.2'5 $53.82
12 $51.04 $42.95 $45.85 $48.94 $52.2S $53.82
13 $51.041 $45.10 $48.15 $51.40 $54.87 $56.51
14 $51.04 $47.26 $50.45 $53.85 $57.49 $59'.21
15 $51.04 $49.41 $5275 $56.31 $60.11 $61.91
16 $51.52 $5157 $5S.05 $58.76 $62.73 $64.61
17 $52.00 $53.72 $57.35 $61.22 $65.35 $67.31
18 $52.48 $55.87 $59.65 $63.67 $67.97 $10.D1

19 $52.96 $58.03 $61.94 $66.13 $70.59 $72.71

20 $53.44 $60.18 $64.24 $68.58 $73.21 $75.41
21 $53.92 $62.34 $66.54 $71.04 $75.83 $781.11
22 $54.40 $64.4~ $68.84 513,.49 $78.45 $80.80
23 $54.88 $66.64 $71.14 $75.94 $81.07 $83.50
24 $55.36 $68.80 $7344 $78.40 $83.69 $8620
25 $55.84 $10.95 $75.74 $80.85 $86.31 $88.90
26 $56.32 $73.U 578.04 $83.31 $88.93 $91.60
27 $56.80 $75.26 $80.34 $85.76 $91.5S $94.30
28 551.28 $77.41 $82.64 $88.22 $94.17 $97'.00
29 $57.76 $79.57 $84.94 $90.67 $96.79 $99'.70
30 $58.24 $81.72 $87.24 $93.13 $99.41 $102.39
31 $58.72 $83.88 $89.54 $95.58 $102.03 $105.09
32 $59.20 $86.03 $91.84 $98.04 $104.65 $)07.79
33 $59.68 $88.18 $94.14 $100.49 $107.27 $110.49
34 $60.16 $90.34 $96.44 $102.94 $109.89 $113.19
35 $60.64 $92.49 $98.13 $105.40 $112.51 $115.89
36 $61.12 $94.65 $'01.03 $107.85 $115.13 $118.59
37 $61.60 $96.80 $103.33 $110.31 $117.75 $121.29
38 $62.08 $98.95 $105.63 $112.76 $120.37 $123_99
39 $62.56 $101.11 $107.93 $115.22 $122.99 $126.68
40 $63.04 $103.26 $110.23 $117.67 $125.61 $129'.38
41 $63.52 $105.42 $112.53 $120.13 $128.24 $132.08
42 $64.00 $107.57 $114.83 $122.58 $130.86 $134.78
43 $64.48 $109.72 $117.13 $125.04 $133.48 $137.48
44 $64_96 $111.88 $119.43 $127.49 $136.10 $140.18
45 $65.44 $114.03 $121.73 $129.94 $138.72 $142.88
46 $66.08 $116.19 $124.0~ $132.40 $141.34 $145.5&
47 $66.72 $118.34 $126.33 $134.85 $143.96 $148.28
48 $67.36 $120.49 S128.6~ $137.31 $146.58 $150.97
49, $68.00 $12265 $130.93 $139.76 $149.20 $153.67
sal $68.64 $124.80 $133.23 $142.22 $151.82 $156.37

Notes:

(11 Represents illustrative 3.0% increase based ontO-year average historical ENRCCI index. Actual ENRCCIwill bl' used.
[21 Represcnts % Df customer bills over the course of the year with water usage iii, the torrespondins water unllstolumns, or 1l.>S~.

For exa mp(e. 61.4% of customer bills indude water usage of 12 cd or IMS.

•'
~.~ .. .

5.1%
7.7%

11.2%

16.4%
22'.3%
28.4%
34.3%
40.1%
45.3%
49.8%
54.2%
58.0%

61.4%
64.3%
67.2%
70.0%
72.3%
74_6%
76.6%
78.6%
80'.6%
82.1%
83.4%
84.6%
8S.8%

86.8%
87.8%
88.8%
89.7%
90.6%
91.4%

92.1%
92.8%
93.4%
94.0'K
94.5%
94.9%
95.2%
%.6%
95.9%
96.2%
96.5%
96.7%
97.0%
97.2%
97.4%
97.5%
97.7%
97.8%
98.0%
98.1%



WHAT ARE THE CURRENT AND PROPOSED SEWER RATES?
Fiscal VfOr ftIdlTlg JUlie 30,

Proposed
Sewe,. R",teSchedule OJrrent ------ - - -----~--- - ---

2019 2020 zozr 2022 2023

Effective Date: Apr·19 Oct-19 Oct·20 Oct-21 Oct·22

FixedCharge - S/UnitlMonth [1] [1] [I] [1)

ReSIdential s 53.0S $56.33 $58.02 $59.77 $61.56 $63.40
Apartments
First4 Units s 53.0S
EachAdd'I4 Units 0.578 EDU s 30.66

All Units 0.583 EDU $32.82 S:B.81 $34.82 $35.86 $36.94
Commercial $ 53.05 $56.33 $58.02 $59.77 $61.56 $63.40

[I] Ratesfor October 2019 through October 2022 will increaseby the greater of 3.0% or the' ENReel index. Ratesshown reflect 3.0% increases.

HOW DO I PROTEST THE PROPOSED RATE ADJUSTMENTS?
If you are the owner of record for a parcel or a tenant directly liable for payment of the fees subject to the proposed
rate changes, you may submit a written protest against each proposed rate ad~ustl'lilent [water, sewer). If written
protests are'filed by a majority of the, affected customers. the proposed rate change will not be imposed.

IT IS IMPORTANT TO FOLLOW THESE INSTRUCTIONS IN ORDER FOR YOUR PROTESTTO BE VALID:

1. Any owner of property served by the water or sewer utility, or a tenant (who ISthe water and/or sewer utjl'ity customer
responsible for payment ofthe account), may submit a protest on any original written document to the City Clerk, either
by mail or delivery to the City Oerk's Office, 111 CStreet, Wheatland CA 95692 or by submitting the protest at the public
hearing. Protests must be received bVthe end of the publiC hearing. No postmarks will be accepted.

2. Each protest must identify the affected property (by assessor's parcel number or street address) and include the original
signature of the record property owner or tenant (who is the water and/or sewer utility customer responsible for payment
of the account) and date of signature. The protest must identify if the signature is from the tenant or property owner. Email
or facsimile protests cannot be accepted. Although oral comments at the publiC hearing will not qualify as a formal protest
unless accompanied by a written protest, the City Council welcomes input from the community during the public hearing
on the proposed fees.

3. A protest by a property owner that is a trust must be signed by the Trustee and identified as such with the signature [i.e.,
John Smith, Trustee for Smith Familv Trust). Protests by property owners that are corporations, partnerships, or similar
entities must be Signed by a person authorized to execute documents on behalf of the property owner.

4. if a parcel served by the City is owned by one or more record owners or has more than one tenant (who 15 the water and/or
sewer utility customer responsible for' payment of the account), each owner or tenant (who is the water and/or sewer
utility customer responsible for payment of the account] may submit a protest, but only one protest will be counted per
parcel and ilny one protest submitted In accordance with these rules will be sufficient to count asa protest for that
property.

5. In order to be valid, a protest must bear its date, designation of parcel address or parcel number, printed name, and
original signature of the record owner or tenant (who is the weter ilnd/or sewer utility customer responsible for payment
of the account) with respect to the property identified on the protest. EKceptas set forth in!paragraph 3 above protests
not bearing the original signature of a record owner or tenant (who is the water and/or sewer utility customer responsible
for payment of the account) shall not be counted. Protests which have been altered by someone other than the person
who signed them shal] not be counted
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EXECUTIVE SUMMARY

The City of Wheatland engaged ClearSource to complete a rate study for its water and sewer utilities.

The purpose of this study is to design an updated schedule of water and sewer rates that promotes the

financial sustainability of the utilities and recovers system costs in a fair manner from utility customers.

The study focused on the five-year period, FY2018/19 through FY2022/23.

The key objectives and outcomes of this study are a culmination of industry best practice, consultant

recommendations, and City policy direction. The key objectives are to:

• Design water and sewer rate structures in line with industry standards for cost-based rates,

• Set rate levels sufficient to sustain ongoing operations and maintenance, pay existing debt

service obligations, and build adequate cash reserves, and

• Safeguard system sustainability, while providing fair and reasonable rates for customers

The proposed rates do not provide for additional capital investment in the utility systems.

To accomplish the above-stated objectives, this study evaluated current water and sewer rate

structures, Incorporated cost-based rate setting principals in the design of proposed modlflcations to

current rate structures, and developed five-year financial plans and rate adjustment strategies to
recover the c.osts of water and sewer system operations. A five-year schedule of water and sewer rates

is presented for Council approval and implementation through the public rate adoption process.

Rate study findings indicate al need for water and sewer rate restructuring to better align the Citv's

utility pricing structures with current customer demands and! best practice trends in utility rate setting.

Additionally, annual rate revenue increases are necessary for the water and sewer utilities to meet the

ongoing financial obligations of each uWity system.

Water Utility

Wate{ rate revenues are projected to increase 6.75% annually for FY2018/19 through FY 2021/22"

followed by an additional 3.0% increase in FY 2022/23, The proposed increases, represent the overall

increase needed in water utility revenues to break-even with operating and maintenance costs, existing

debt service, and contribution to minimum cash reserves. Impacts to individual customer bills will vary

based on the size of meter and monthly water usage.

Sewer Utility

Sewer rate revenues are projected to increase 3.0% annually for FY 2018/19 through FY 2022/23. The

proposed increases represent the overall increase needed in sewer utility revenues to break-even with

operating and maintenance costs, existing debt service, and contribution to minimum cash reserves,
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Impacts to individual customer bills willi vary' based on number of residential dwelling units and the

number of assigned commercial equivalent dwelling units.

The proposed five-veer schedule of water and sewer rates are presented below.

Five·Year Schedule of Propo5edi Water Rates

Water Rate Sd-.edule Cu:rent p,_o_po_se_d -- - - --
2019 2020 l021 2022 2023

EffOlttlV* Date: Apr-19 Oct·1!! Oct·20 Oct·21 Oc!·22

fixed Challlt • $(Month 11]

(hUl1r AJIoMmcr in Fi~rd ChQrg~ Fjrst J5 cq Fi~t 12C~f Fir.;( !2Ccf Fir.;/ J2 C<;f Fir$( 12 Cc/ First J2 Cc/

3/4-i~h $51.04 $41.95 $45.85 $48.94 $52.25, $53.82
l·tnch $~1.04 $42.95 $45.85, $48.94 $52.25, $53.82

1·1/2·in~h $102.10 $48.96 $51.27 $55.80 S59.56 $61.35

2-inch $163.36 $58.30 $62.23 $66.43 $70.91 $73.04
3,inch $326.69 $99.48 S106.19 $113.36 S121.01 $12~.64
4-inch $510.49 $128.33 S136.99 $146.24 S156.11 $160.79
6-lncll $1,020.95 $198.75 $212.16 $226.48 $241.77 $249.02
Bmd! $1,633,53 $281.83 $300.85 $321.16 $342,84 $353.12
10-inch $2,858.70 $384.71 $410.68 $438.40 $468.00 $482.04

V~riable Ch~rge $/td
Firsl15 W $0.00
NeKI,30ccf $0.48
Ove~.5~d $0.64

First 12 cd $0.00 $000 ~O.OO $0.00 $0.00
O.rerUtd $2.15 $2,30 52.4!; $2.62 $2.70

Motti:

[11 Rates lor October 2022 will incr~ase by the greater ot 3.Q%or the ENR CCllnd ex. Rate •• hown t~lect a"~'O% increa.~,

Five·Year' Schedule, of' Proposed Sewer Rates

Effective Dllte: Apr·19 Oct·19 Oct-20 Oct·21 Oct-22

Elm! Cham· S/Unit/Month [1] t1J III 11]1
Restdential s 53.05 $56.33 $58.02 $59.77 $61.56 $63.401

Ap~rt_nts
First 4 Units s 53.0S
Each Add'l 4 Un Its 0.578EDU s 30_60

All Unit. 0.583 EDU $32..82 533.81 $34.82 $3S.8£ $3£.94
Commercial S 53.0S $S6.H $58.02 $59.77 $61.56 $63.401

NCMtl:-

[1] Rates for October 2019 through October 2022 will iJ\rrease bV the greater of 3.0!!!>or the ENR CO ;nde~. Rates sflown reflect 3.0% increases.

Supporting analyses of the proposed water and sewer rate schedules are provided in the following study'

report.
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INTRODUCTION

The City of Wheatland engaged ClearSource to com plete a rate study for its water and sewer utilities.

The purpose of this study is to design an updated schedule of water and sewer rates that promotes the

financial sustalnabllltv of the utilities and recovers system costs in a fair manner from utility customers.

The study focused on the five-vear period, FY2018/19 through FY 2022/23.

Historical Perspective

The current structure of the (ity's water and sewer rates was established decades,ago. Rates have

historically increased on aniannual basis in proportion to the Engineering News Record Construction

Cost Index (ENR CClt. Basedon the annual percentage change in the ENR(CI, water and sewer rates

have increased an average of three percent (3.0%)1 per year over the past 10 years. The last water and

sewer rate increase was implemented in October 2018. Exhibit 1 presents the annual change in the

water and sewer base rates over this time period"

Exhibit 1- Historical Water and Sewer Rates

S 10000

S6000

III $10.00
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The historical rate increaseswere intended to primarily fund the dav-todav operations of the water and

sewer systems. Minimal revenue has been generated to build operating, reserves or to invest in new

capital infrastructure. Ratemaking trends have evolved over the past 10 years"warranting an evaluation

of current utility rate structures, system costs, and revenues required for system sustainability.



Study Objectives

The overall objectives and outcomes of this rate study are based on detailed analyses, consultant

findings and recommendations, and pcllcv direction received via multjple meetings with City staff and

ad-hoc committee members and presentations to City Council. The key objectives are to:

• Designwater and sewer rate structures in line with industry standards for cost-based rates,

• Set rate level'ssufficient to sustain ongoing operations and maintenance, pay'existing debt

service obligations, and build adequate cas" reserves, and

• Safeguard system sustainabitttv, while providing fair and reasonable rates for customers

The proposed rates do,not provide for additional capital investment in the util'ity systems.

Methodology

The objectives of the study, the methodology used to complete the study, and the proposed schedule of

water and sewer rates were significantly influenced by legislative guidance and analytical principles, that

are generally accepted and widely followed throughout the industry. Resources included:

• Articles 13e and 13D of the California Constitution

• Propositron 218

• American Water Works Association, Manual of Water Supply Practices, Principles of Woter
Rates, Fees, and Charge (AWWA Manual MI)

• American Water Works Association, Manual of Water Supply Practices, Deve'oping Rates for:
Smail Systems (AWWA Manual MS4)

The study involved comprehensive data analysis and the development of alternative rate structures and

rate adjustment scenarios for City consideration. ClearSourceworked closely with the City to arrive at

rate recommendations that achieve near term City goals, consider industry best practice, and comply

with legal requirements. Meetings were held with City staff and Committee members to validate input

parameters, review interim findings, and receive policy direction. From these meetings, final scenarios

were presented to City Council for selection of the preferred water and sewer rate schedules.

Report Organization

The outcomes for the study are presented separately for each utility to address the following major

study elements:

• Rat~ Structure Evaluation

• Revenue Requirement Forecast

• Schedule of Proposed Rates

• Customer Bill Impacts



WATER UTILITY

Water Rate Structure Evaluation

The principal considerations in designing utility rate structures are to establish rates for customers that

generate sufficient revenues for the utilfty and that are reasonably commensurate with the cost of

providing utility service. Other considerations in rate design should include City pricing objectives, ease

of understanding and implementation, and impact on customer bllls,

Existing Water Rate Structure

The'existing water rate structure is comprised of both fixed charge and volume charge components. The

fixed (base) charge increases,with the size of meter and includes a 1,500 cubic foot monthly' usage

allowance. The volume charge Indudes a two-tier increasing block structure, applied to water usage

over the base charge allowance. Thecurrent water rate,structure generates about 92% of the utilit¥'s

rate revenue from the base charge. The remaining 8%of revenue is,generated from volume charges.

The cost of servi'ceanalysis, aswell as industry practice" indicates that the existing water rate structure

recovers a disproportionate share of' utility costs from the fixed base charge. The relatively high fixed

charges over-recover costs from low water users" In addition, the current ratios used to scale up the

meter charges by size are significantly higher than industry standards. This,results in an over-recovery of

fixed costs for customers with larger than I-Inch meters. Due to the high fixed charge, the current usage

charges are set well below the indicated cost of service for water demand" The relatively low water use

charges under-recover costs from higher water users"

Industry best practice suggeststhat cost recovery for small water systems should be about 60% from

fixed charges and 40% from volume charges. This suggested ratio of revenue generation IS intended to

balance the needs of the utWty for adequate revenue stability and a customer's ability to control its

water bill through water conservation efforts, Other ratemaklng trends Include eliminating usage

allowances from the fixed charge component and applying the volume charge component to total actual

usageand. In some cases,collapsing multiple usageblocks to a single rate per unit of water in order to

simplify customer understanding.

Proposed Water Rate Structure

ClearSource recommends that the City move to a,revenue generation ratio closer to 60% fixed and 40%

volume. This can be,accomplished by aligning the fixed cost rate component with the cost allocation

results, and reducing the water usageallowance included in the base charge.

City Council selected a water rate structure that incrementally moves the City toward the ultimate goal

of a 60% fixed /400..£ volume rate structure, while striving to balance rate payer impacts and revenue

stability for the water utility. The proposed water rate structure incorporates the following changes:



• Reallgnscost recovery between the fixed and variable rate components

• Realig,nsbase charges by meter size with published industry standard ratios

• Reducesthe I,SOO cubic foot allowance to a 1,200 cubic foot allowance, and

• Collapses the multiple water usage tiers to a single rate per unit of water over the 1,200 cubic

foot allowance

The combination of proposed changes enhances customer equity and achieves significant progress

towardl the ultimate pricing structure. Under the proposed water rate structure, 70% of revenues are

forecasted to be generated from fixed charges and 30%of revenue from volume charges.

Development of Cost-Based Water Rates

Woter System Customer Bose

The water system customer base is comprised of single family residentiaIIISFR)"multi-familv residential

(MFR),and commercial customers. SFRcustomers represent about 85% of total system customers, with

MFRand commercial customers equally representlngthe remaining 15%. The City applies the same

schedule of water rates to all customers on the system. For a small water system of Wheatland's Size,

potential demand differences between residential and non-residential customers are presumed

immaterial to the cost of providing water service, and assuch, a single schedule of rates achieves

reasonable equity.

Cost AllocatIOn

FY2018/1910tal utility costs were allocated to water service functions to serve as the building blocks for

designing the fixed and varia bte rate structure components. Water service'functions include:

• Customer - Costs associated with services that do not vary by water consumptions, such as

account billing and servicing

• Meters & Services,- Costs associated wi,tll installation, maintenance, and repairs of meters, and

services

• Fire Protection - Costsassociated with the water system's delivery of direct fire protection

• Water Demand - Costsassociated with the delivery of water to customers

The fixed charge component of restructured water rates was designed to recover costs for the'

customer, meters & services, and fire protection functions, in addition to the' cost of the water

allowance to be included in the' base charge. The volume charge recovers costs for water demand,

Exhibit 2 presents the results of the cost allocation process.
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Exhibit 2 - Water System Cost Allocation

Functions of Utility Service

Customer Met"rJ & SE!rviu5 Fire Protection Wm.D"mand Total

Total Utility Com to be Re(owered; $ 102.198 s '0,02S S 68,023 S 62!1,iii $ 870,107

CItor~ /loJi5 Wo. of ClJS'omen No. o/M5fJ 111 No. ofMCE'/21 Tota!8/Jled lM (a:/}

Total Utllily Units of SeN ice 1.196 1.274 1.316 312.058
Total Utility Unit Costs - $/ Unit $ '.131 $, 4.58 $ 4.31 $ 2.02

Note&:

[1) MSE - Meters &seNice equivalents. usjng itldustl'y standard am ,alios fOf laf£er meters
(2) MCf - M.t •••.c.ap.,,:;ly aquN31.nts. using Industry stand~,d capacity ,.tios for I~rl!er meters.

The proposed base charge adds together the unit costs fo~ customer 1$7.13), meters & services ($4.581

fire protection ($4.31), and the unit cost of water demand ($2.02) multiplied by the 12 hundred cubic

foot usage allowance" The volume charge is set equal to cost o~water demand ($2.02).

Exhibit 3 presents a comparison of the existing water rate structure and proposed restructured water

rates" prior to incorporating proposed rate revenue increases [discussed in the next section).

Exhibit 3,- Current and Proposed Restructured Water Rates

Watei'RBte Schedule Current Res~rL.lctured

FixedCharge - S/Month

Usage Atrowonce in FiKed Charge

3/4-inch
l-inth
l'l/2-inch
2-Inch
3-inch
4-inch
6-inch
8-inch
10-inch

Variable Charge - $(ccf
First 15 cd
Next 30 ccf
Over 45 cd

First 12'eef
Over 12 cd

First 15 eel
$51.04
$51.04
$102.10
$163.36
$326.69
$510.49

$1,020.95
$1,633.53
$2,858.70

$0.00
$0.48
$0.64

First 12 Ccf

$40.23
$40.23
$45.87
$54.61
$93.19
$120.21
$186.18
$264.01
$360.39

$0.00
$2.02
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Water Rate Restructuring Implications

The rate restructuring itself is intended to be revenue neutral for the water utility as a whole. The fixed

charge revenue is expected to be lower due to reducing the allowance from 1,500 cubic feet to 1,200

cubtc feet. Assuming customers use the same amount of water as currently used, the volume charge

revenue is expected to be higher due to charging for more water at the higher volume charge. Water

usage patterns must be carefully monitored over the next few years to evaluate potential reductions inl

water use resulting from the new rate structure. The City intends to re-evaluate customer usage

patterns, and the level of usage aUowance in the basecharge during the next five-year rate cycle.

Water Revenue Requirement Forecast

The.revenue requirement analysis forms the basisfor a multi-year ftnandal plan and rate adjustment

strategy for the utllltv, It also forms the basis for establishing a water rate structure that recovers the

total costs of operating the system. linking utilitv rate levels to (II financiall plan helps,to enable soundl

financial performance for the utility, and establishes a dear and reasonable relationship between the

costs imposed on utility customers and the costs incurred to provide them service.

Financial Policies

In order to establish adequate rates, a utility must define its benchmarks for financial performance. The

purpose of establishing financial policies for the' City's utilities is to promote the financial integrity and

stability of the utilities, and to provide for the sustainability of essential utility services. This section

describes the financial policles selected for inclusion in the Water Utility FinanciallPlan.

Operating Reserves

An operating reserve is designed to provide a llquidlty cushion. It protects the financial viability of the

uWity from the risk of short-term variation in revenues and expenses- primari,ly caused by seasonal

fluctuations, in billings and receipts, unanticipated operating expenses, or lower than expected revenue

collections. Target funding levels are generally expressed in number of days,'operating and maintenance

(O&M) expense, with the minimum requirement varying with the expected risk of unanticipated needs

or revenue volatility. Industry practice ranges from 30,days to 120 days of O&M, with the lower end

more appropriate fo~utilities with very stable revenue streams and the higher end more appropriate for

utilities with significant seasonal variations. A total of 180 days of O&M is suggested when taking into

account total cashon hand (operating and cepital reserves). Consistent with general industry guidelines,

this study established a minimum water operating reserve of 90 days of O&M - ranging,from about

$175,000 to $215,000. Any excess reserves above the established threshold! are transferred to the

capital fund to build reserves for future capital needs.
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Capitol Reserves

In addition to protecting against variations in operating costs and revenues, it is prudent to maintain a

capital reserve to meet unexpected emergency capital outlays. Common industry practice is to maintain

a minimum balance in the capital account equalto 1%-2% otsystem fixed assets.This study established

a minimum water capital reserve of 2%of fixed assets- about $112,000 based on current water utiHty

assetsof $5.6 million. This reserve was phased in over the study period to,generate ill total combined

water operating and capital reserve minimum target of 180 days of O&M. The water capital fund is

projected to have'a cash balance of about $345,000 by the end of the five-year studv period. Total

operating and capital cash reserves reach $560,0001 by the end of the study period.

Debt Reserve

A restricted debt reserve is often a requirement associated with the issuanceof revenue bonds and

some other forms of debt. The reserve is typically set equal to annual or maximum annual debt service

payments (principal and interest). This study recommends a water debt reserve target equal to

maximum annual debt service payments on all outstanding debt. The water utility has three outstanding

debt instruments with annuallprincipal and interest payments averaging,about $180,000 over the study

period. The current water debt reserve account is funded at about $175,000.

Debt Service Coverage

Debt service coverage is also a requirement, associated with, revenue bonds and some other forms of

debt. Under this, requirement, the agency agrees to collect sufficient annuall system revenues to meet all

operating expenses, pay annual debt service, and collect an additional multiple of that debt service.

Debt coverage ratios typically range from 1.10 to 1.50 times annual debt service payments. For example,

a coverage requirement of 1.2.5 means the agency wi,1lcollect an additional 2.5% of annuall debt service

payments. The extra revenue is a cushion that makes creditors more confident that debt service wilt be

paidlon time. The extra revenue can be used for capital expenditures and/or to build cash reserves. This

study assumes a minimum water debt sendee coverage requirement of 1.0, with a,target coverage' of

1,25, by the end of the study period. Rateswere not impacted by this, policy; cashneeds are the driver of

proposed water rate increases.

Debt to Fixed Assets Ratio

Another useful measurement in assessingthe debt burden of a utility is the capital structure; the

outstanding debt asa percentage of net capital assets (original cost lessaccumulated depreciation).

Industry best practice suggeststhat a target capital structure of no more than 60% debt is appropriately

conservative. A debt percentage lower than 60%suggests that the utility has the financial capacity to

issue more debt if needed. Conversely, ratios above 60% may limit the City's,ability to secure new debt.

The water utility's capital structure is currently 88%debt, and projected to climb to over 100% debt by

the end of the study period. The utility's debt is forecasted to be greater than the book value of the
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system since infrastructure assets are declining in value at a faster pace than outstanding debt is being

paid down. The debt ratio will continue to' climb until such time as debt is paid off and/or new

investments are made in capital to offset currently depreciating infrastructure.

Operating forecast

The operating forecast focuses on annual expenses incurred to operate, maintain, and rnanage the

utility systems and annual revenue collections to meet those expenses. The baseline for the expense

forecast is the' adopted FY2016/17 budget, adjusted for future years to incorporate cost escalation,

growth, and known or anticipated future expenditures.

Key Assumptions

The following assumptions were used in preparing the operating forecast:

• Customer revenue growth: 0.25% per year

• Penalties and miscellaneous revenue: maintained at current levels

• Interest earnings on cash balances: 0.33% per year IS-year average California local Agency

Investment Fund ILAIF)

• General cost inflation: 2.5% pe~year

• labor cost inflation: 3.0% per year

• Electricltv and benefits cost inHation: 5.0% per year

• Additionall staffing salaries and benefits: $100,000 split between water and sewer utilities

(beginning in FY2018/19),

• Water repayment of $250,00 loan from sewer utility: $64,000 per year "expense" to water and

"revenue" to sewer (repaid over 4·year period starting in FY2019/20)

Results

Water utility O&M expense is,forecasted at $709,000 in FY2018/19, increasing to $869,000 by the end

of the study period'. Incorporating annual debt service' payments, and contributions to cash reserves,

brings the total revenue requirement to just under $1.:2 rntlhon by the end of the study period.

Water operating revenues are categorized as rate revenue and non-rate revenue. Rate revenue under

the existing level of rates uses historical 2016 customer billing system data reconciled with actual

reported revenue, and forecasted to incorporate assumed customer growth and cel rate increases

through F'tr2017/18, Total operating revenue is currently projected at about $890,000, increasing

slightly, with assumed customer growth, to just under $900,000 by the end of the study period.

Exhibit 4 presents the results of the.water utility operating forecast.
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Exhibit 4 - Water Operating Forecast
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Revenue Needs Assessment

The revenue needs assessment evaluates the sufficiency of current water utility revenues in meeting

forecasted obligations of the utility, and designs a rate adjustment strategy to dose any revenue

shortfall over the study period.

To dose the revenue gap illustrated in Exhibit 4, total water utility rate revenues need to increase 6.75%

annually for FY2018/19 through FY2.021/22, foUowed by an additional 3.0% increase in FY2022/23 The

proposed increases represent the overall increase needed in water utility revenues to break-even with

operating and maintenance costs, existing debt service, and contribution to minimum cash reserves. As

noted previously', the proposed rate increases do not provide for additional system capital investment.

Schedule of Proposed Water Rates

Exhi,bit5 presents the current water rate structure and proposed five-year schedule of water rates,

incorporating the revised water rate structure and utility-wide annual rate revenue increases.



Exhibit 5 - Proposed Five·Year Water Rate Schedule

Pruposed
~~<aterRat~Sc'Mdul.. CUrJenl 20\9 102D 1021 Z022 2023

Effretive Dale: Apr·]9 oe-is Oct·20 Od·21 Oct·22

Find Charn . :>/M9"lh Illi

Usage Allowance in Fi~ed Charge First 15 Cef Fk,t 12Cef FIrSt 12 Cef fIrSt 12 Cef Firslll Cef FirJt 12 C4

3/4 inch $51.04 $42.95 $45.85, $48.94 $52.25, $53.82
l..jnch $51.0~ 542.95 S~5.85, $48~4 SSUS $53.82
1·1/Z-inr;h $101'.10 $48.96 $52.27' $55.80 $59.561 $61.35
2·inch $163.36 $5830 $61.231 $66.43 $70.91 $7J,04
3·1ncb $326.69 S99A8 $]06.191 S113.36 $121.01 $124.64
4-lneh $510.49 $128.33 $136.99 $146.24 S15611 $160.79
6-tnch $1,020.95 $198.75 $212.16, $226.48 $241 77 $249.02
8·inr;h Sl,6n53 $~81.63 $300.85, $321.16 $342.84 $35U2
10·inch S2,8~.70 $384.71 $4106lj1 $438.40 $468.00 $482.04

VariableChar« ' Sled
FIrst15 cd $0.00
Next30 cef $0.48
Over 45 ccf $064

Hrst 12 eel $0.00 $0.00 $0.00 $0.00 $0.00
Over 12<:d 52.15 $2.30 ~2.45 $2.62 $2.70

Not.a.:-

[11 Rillesfor October 2022 w;tl increlse bvthe .,eilte, of 30",0 or the ENR((lInd". Rates shown reflect a 3.0% increase

Water Customer Bill Impacts

Exhibit 6 provides a comparison of existing and proposed water base charges for up to a l-inch meter.

Exhibit 6 - Comparison of Water Basel Charges

fiscal Year Current 20)8(n 2ij19/Z0 2020/21 2021/22 20Zl/ 1) CuMul"ItIlP

E/fed/w: Oak; Apt-29 oa-19 (kt.20 oa·:tl Oc:t·21

Utility-Wide Rate Ftevenul!! Increase
Rate Adjustment 6.75% 6.75% 6.75% 6.75% 3.00%

Mo...,..l" Base Olllrle
Monthly il.;lse cbarge $51.04 $42.95 $45.85 $48.94 $52.25 $53.82
Monthlv Dollar DJtferel'lce ($8.09) $2.90 $3.09 $3.30 $1.57
Rate AdjlJstment -15.35% 6.75% 6.75% 6.75% 3.00%

[ll current rate Includes up 10 I-Inch meter and usage allowance of 1500 cubic feet
[2] RestructUn!d rate Includes 1 inch metsr and usage allowance of 1200 wbicfeet

33.75%

$2.78
$.44%

Customers under this usage profile will experience an increase of only $2.78 a month over the five-year

period - a cumulative increase of about 5% compared to the system average increase of about 34%. This

usage profile encompasses about 61% of average annual residential customer bills. Individual customer

water bills will vary based on size of meter and actual monthly water use above the' 1,2001 cubic foot

allowance. In general, as meter size and water use' increases, the corresponding, monthly water bill

increases.



Exhibit 7 provides alsample comparison of existing and proposed monthly water bills at varying units of

water usage for customers with up to all-inch meter. The highlightedl cells represent the point at which

proposed water bills exceed the current water base rate.

Exhibit 7 - Sample Water Bill Impacts
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Waler
Unit>lcdl Current Apr·Il1 Oct 19 oer-zo 0<121 Oct·22

0 $51.04 S42.9S $4S.8S $48.94 $52.25 $53 8~ 5.1%
1 551.04 S42.9S $45.8S $4B.94 $S2.2S $53.82 7.7%
2 $51.04 ~2.!I5 $45.85 $48.94 $52.25 553,82 11.2%
3 $51-04 $42.95 $45.8S 54B.94 S52.ZS 553.82 16.4%
4 $51.04 $42.95 $4S.85 $48.94 $52.25 $53.82 22.3%
5 S51.04 S429S S4S.BS $48.94 $52.25 $53.81 28.4%
6 $51.04 $42.95 $~5.85 $48.94 $52.25 $53.82 34.3%, S5104 $4295 S~S.8S $4U4 SS2.Z5 $53.82 40.1%
II 551.04 SAl.lIS $45.85 $48.94 552.25 $53.82 45.3%
\I S51.04 $42.95 $4S.B5 $48.94 $52.25 $53.82 49.8%
10 $SUJ4 SAZ.lIS S4S.85 $48.94 $S2.ZS $53.81 54.2%
11 $51.04 $429S $45.85 $48.94 S52.25 $53.82 580%
12 $51.04 $42.95 S4S.SS $48.94 $52.25 $5U2 61.4%
n $51..04 $4510 $48.15 SSt 40 $54.87 $56.51 64.3%
14 $SUM $47.26 $50.4S $53.&5 $57.49 $59.21 67.2%
1~ $51.04 $49.41 $S17S $56.31 $60 11 $61.91 70.0%
16 S51.51 SS151 $S5.0S $58.76 $62.73 $6~.ti1 72.3%
17 SS200 $53.72 $51.35 $61.22 $6B5 $67.31 74.6%
1S $5248 $55.87 $S9.6~ $63.ti7 $67.97 PO.Ol 76.6%
19 $52.96 $58.03 $61.94' $6&.13 $/059 $72.11 78.6%
20 $51.44 $60.18 $6~.24 $68.58 $13.21 $15.41 80.6"
21 $53.92 56Z.3~ $66.54 $71.D4 $75.83 $18.11 82.1%
zz $5440 $&4.49 $6U( S7Ug S18.4S $80.80 13.4%
13 $54.88 $66.6~ $71.14 $75.94 $81.01 $83.50 84.6%
24 SSS.~6 56880 szs,•• PUO $83.69 $86.20 85.8%
25 $55.11. $70.95 575.74 $BO.85 $86.31 $1111.90 86.11%
26 $56.32 $7311 $78.04 $83,31 $88.93 $91.6ll 87.11%
27 $56.80 $75.26 $80.34 $85.76 $91.55 $9U{) 88.11%
28 $51.28 $77.41 $82.64 $88.22 $94.17 $97.00 8g.7%
29 $57.76 $79.57 5&4.94 $90.67 $96.79 S99.70 90.6%
30 $58.2. $8112 S87.24 $93.13 $9ge41 $102.39 91.4'11
31 551.72 $IU8 589.54 595.5. $102.03 $10S.C19 li2.1"
32 $59.20 $86.03 Sn.B4 $98.04 $]04.65 $101.79 92.8"
3S 559.68 58U8 591.101 5100>49 $107.27 S110.~9 !/3.4~
31 $60 16 S9D.3~ SW>."'" SlOl.\l4 $lD9.89 $113.19 94.0%
35 $60.64 592.49 S98.13 5105.40 51U.51 $115.89 94.5%
36 SU.12 S94.&S $101.03 $107>85 $115.13 S11B.59 94.9%
31 $61.60 596.80 $103.33 $lUl.31 5117.75 $121.29 95.2"
38 S~2.08 S98.95 S10H3 $112.76 5120.37 $123.99 95.6%
39 $62.56 $101.11 $101.93 sns.» Sln.'l".l 5126.68 959%
40 $63.()4 $103.26 $110.23 5117.67 $125.61 $129.38 96.2%
41 S63.52 $10$.42 $112.53 5120.13 $128.2.01 $132.08 96.5"
42 $~.oo S107.51 5114,83 $UBI S130.86 5134.78 95.1%
43 56·4.48 5109.12 5111.l3 $125.04 S133.48 SU7.48 97.0'1
4~ ~.96 $111-88 5119.43 $127.49 5136.10 5140.18 912%
45 $65.44 $114.03 S121.n 5129.94 SUS.72 $142.18 91.4%
46 $66.08 $116.19 $124.03 $132.40 $141.34 $145.5-1 91.S%
47 $66.72 $118.34 $126.33 SUUS $143.96 $148.28 91.7%
4lI $67.36 $120.49 $128.63 $137.31 $146511 $150.97 97.B%
49 $68.00 $122.65 $130.93 $139.76 $149.20 $15U7 98.0%
50 $&8.64 $124.80 $133.23 $142.22 $151.82 $156.37 9S.1"

Notl!5'

[lJ ReprMltnts illustratWe 3 .0% in(~a~. based on 10'Vear ~ver.lgehlstorit.1 ENR eel iMel. Actu~1 ENR eClwili be u~ed.
{2J RI!'IJrl!~"'h% of C1J$tomI!'J b"iIl'!.OW'fthe- eeurseor the !r't'iJrwvi~h.,...2 [l!'r UY!Ie Fn the cOfrl!Spcndin,c w.Jter uniuco1utnn~. or :t!o$.s

FO•••• mpI~, 61.'~ of OUOlo •••• r bllllln<lude .••at~' USIlt of 12<d or It ••.
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SEWER UTILITY

Sewer Rate Structure Evaluation

Existing Sewer Rate Structure

The existing sewer rate structure consists of a monthly fixed charge per equivalent residential dwelling

unit (EDUI.The single-family residential charge is equal to one (1) EDU.Multi-family resldentlal

customers are assigned 1 EDUfor the first four dwelling units and 0'.578 EDUI for each additiona 1four

dwelling units. Commercial customers are assigned number of EOUsbased on type of business.

The cost of service analysis indicates that the existing sewer rate structure recovers a reasonable share

of costs for' single'family residential customers. The current basecharge plus additional unit charge for

apartments over-recovers costs for the multi-family classas awhole. About 30 % of apartment dwelling

units are charged at the single-family rate. This does not adequately recognize that apartments

contribute less sewer to the system on a per unit basis than single family customers. Based on an

analysis of average winter-period water usage, per umt sewer contribution for muItiple family

customers is about 60% of single family residential. The commercial classasa whole recovers

reasonable cost of service. However; in many instances, assigned EDUsfor individual commercial

customers do not correlate to estimated sewer contribution.

Industry best practice has trended toward volume-based rates for all customers, plus an account

servicing charge. For administrative practicality, many utilities maintain flat rates per dwelling unit for

residential customers, and charge commercial customers basedon water usage- either actual monthly

water usage or average winter-period usage. Sincesewer contribution is not measured for individual

customers" winter-period water usage is often used as a surrogate for estimated sewer contribution,

especially for residential customers. This approach discounts usagefor assumed outdoor watering that

does not enter the sewer system.

Proposed Sewer Rate Structure

ClearSource recommends that the City ultimately move to a volume-based sewer rate' structure for

commercial customers. Prior to implementation of this change, an audit of individual commercial water

use should be performed to ensure reliability of revenues from a volume-based structure. In the near

term, ClearSource recommends an incremental approach that moves the City in that direction. This is

accomplished by realigning individual commercial customer EDUsto reflect estimated sewer

contribution based on actual winter-period water usage.The proposed sewer rate structure

incorporates the following changes:

• Realignsthe per EDUI charge with single family residential estimated sewer contribution based

on average winter-period water use - one (1) EDIJis set equal to 900 cubic feet
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• Eliminates the apartment class additional per unit charge and applies a single per unit charge to

all units, set at about 60% of the single-family charge

• Realigns commercial sewer EDUs with current actual winter period water usage for each

customer

The combination of proposed changes achieves customer equity and maintains revenue stability for the
utility,

Development of cost-aased Sewer Rates

Sewer System Customer Base

The sewer system customer base is comprised of single famil'y residential (SFR) multi-family residential

(MFR), and commercial customers. While there are minor differences in customers served by the water

and sewer systems, the distribution of customers is about the same: SFR ;;;87%. MFR - 7%, and

commercial e 6%, (excludes water system irrigation customers). For a small sewer system of

Wheatland's Size, potential differences inl strength contribution from commercial customers is

considered immaterial to the cost of providing treatment services. As such, a flow-based EDU charge

achieves reasonable equity.

Cost AllocatIOn

Since proposed sewer rates are designed on a flow-based equivalent dwelling basis, a detailed cost

ellocenon process was not performed,

Exhibit 8 presents al comparison of the existing sewer rate structure and proposed restructured sewer

rates, prior to incorporating proposed rate revenue increases (discussed in the next section).

Exhibit 8 - Current and Proposed Restructllred Sewer Rates

Sewer Rate S.chedule Current Restructured

Fixed Charle· S/Unlt/Month
Residential
Apartments
First 4 Units
EachAdd'i 4 Units

All Units
Commercial

$ 53.05 $ 54.59

$
0.578 EDU $

0,583 EDU

53.05
30.66

s
$

53.05 S
31.86
54.69

Sewer Rate Restructuring Implications

The rate restructuring itself is intended to be revenue neutral for the sewer utility as a whole, Individual

customer bills willi vary based on number of residential dwelling units and assigned commercial EDUs.
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Sewer Revenue Requirement Forecast

Consistent with the water revenue requirement analysis, this study developed a multi-year financial plan

and rate adjustment strategy for the sewer utility.

Financial Policies

This section describes the financial policies selected for indusion in the Sewer Utility Financial Plan.

Operating Reserves

Consistent with general industry guidelines, this study established a minimum sewer operating reserve

of 60 days of O&M - rarlging from about $125,000 to $140,000. The sewer utility has a lower target

threshold than water due to greater revenue stability realized from the flat sewer rate structure. Any

excessreserves above the established threshold are transferred '0 the capital fund to build reserves for

future capital needs.

Capital Reserves

Consistent with the water utility, a minimum sewer capital reserve WilS established at 2% of fixed

assets- about $140,000 based on current sewer utility assets of $7 million. This reserve was phased in

over the study period to generate a total combined sewer operating and capital reserve minimum target

of 180 days of O&M. The sewer capital fund is projected to have a cash balance of about $390.000 by

the end ofthe five-year study period. Total operating and capital cash reserves reach $530,000 by the

end of the study period.

Debt Reserve

Consistent with the water utility, a sewer debt reserve target was set equal tOI maximum annual debt

service payments on all outstanding debt. The sewer utility has two outstanding debt instruments with

annual principal and interest payments of about $215,000 over the study period, The Current sewer

debt reserve account is funded at about $165,000.

Debt Service Coverage

Consistent with the water utility, a minimum sewer debt service coverage requirement was set at 1.0,

with a target coverage of 1.25 by the end of the' study period. Rates were not impacted by this policy;

cash needs are the driver of proposed sewer rate increases.

Debt- to-Fixed Assets Ratio

The sewer utility's capital structure is currently over 100% debt, and projected to climb to, about 150%

debt by the end of tile study period. Similar to the water utility, sewer utllity debt is forecasted to be

greater than the book value of the system since infrastructure assetsare declining [n value at a faster

pace than outstanding, debt is being paid down. The debt ratio will continue to climb until such time as
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debt is paid off and/or new investments are made in capital to offset currently depreciating

infrastructure.

Operating Forecast

The sewer utility operating forecast relies on the same'key assumptions as previously described for the

water utillity.

Results

Sewer utility O&M expense is forecasted at $761,000 in FY2018/19" increasing to $862,000 b~ the end

of the study period. Incorporating annual debt service payments and contributions to cash reserves,

brings the total revenue requirement to just under $1.2 mUlion by the end of the study period.

Sewer operating revenues are categorized as rate revenue and non-rate revenue. Rate revenue under

the existing level of rates uses historical 2016 customer billing system data reconciled with actual

reported revenue" and forecasted to incorporate assumed customer growth and eel rate increases

through FY2017/18" Total operating revenue is currently projected at about $960,000, increasing

slightly. wtth assumed customer growth, to just over $1 million by the end of the study period.

Exhibit 9 presents the results of the sewer utility operating forecast.

Exhibit 9 - Sewer Operating Forecast

-ReVemJf underRf'~lrUHLtredaates.

SJ 200,00:)

~2OC)(Q)

s·
~rJ 8/19 Wl9iW lOWlll 20?Jtn

Revenue Needs Assessment

The revenue needs assessment evaluates the sufficiency of current sewer utility revenues in meeting

forecasted obligations of the utility, and designs a rate adjustment strategy to close any revenue

shortfall over the study period.
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To close the revenue gap illustrated in Exhibit 9, total sewer utility rate revenue needs to increase 3.0%

per year over the five-year study period (FY2018/19 through FY2021/22), The proposed increases

represent the overall increase needed in sewer utility revenues to break-even with operating and

maintenance costs, existing debt service, and contribution to minimum cash reserves, As noted

previously, the proposed rate increases do not provide for additional system capita! investment.

Schedule of Proposed Sewer Rates

Exhibit 10 presents the current sewer rate structure and proposed five-year schedule of sewer rates,

incorporating the revised sewer rate structure and utility-wide annual rate revenue increases,

Exhibit 10 - Proposed Five-Year Sewer Rate Schedule

P,-oposed
Sewef Rate Sd1oedu~ Curren! 2019 2020 2021 2022 20B

Eff~ctiw Dau: IIpr-19 Oct-19 Oct-101 OcFll Oct-n

FIMedCharce • S/Unil/Month [11 (1] (11 [1]1
Rcsidi:ntial $ 53.05 $56.33 $58.02 $59.71 $61.56 $63.40
Apartments
Fit.t 4 Units S 53.05
Ea~hAdd'l4 Un its 0.578 EDU $ 30,66

All Vnit$ 0.583 El}U $32,82 $33.81 $34.82 $35.86 $36.94
Commen:ial S 53.!J5 $56,33 $58.02 $59.77 $61.56 $63.40

NDt e t.:

[11 H~te5 lor October 2019 through October 10n will increase by the greltte; of 3.11% or the ENR((I IndeX. Rates shown reflect 3.0% in(re<ls~.

Sewer Customer Bill Impacts

Exhibit 11 provides a comparison of existing and proposed sewer rates for one {1} EDU_

Exhibit 11-Comparison of Sewer Rates

."Cd' Y",ar eurTeRt .l.O18/19 2019/20 20Z0/21 20~1/2.l 1022) H Cumulative

EJfttth-e Date; Ap/'-19 O~N9 Oct·20' 00-2:1 Oct·22

Utility.WH:le Rate Rellenue Increase

Ra~eAdjustment 3.00% :1.00% 3.00% 3.00% 300% 1593%

Monthly Billlper EDU

Monthlv 8ill per EDU $53.05 $56.33 $58.02 $59.77 $61.56 $63.40
MonthlY Dolla r 0 ifference $3.28 $169 $174 $1.79 $185 $1035
Rate Adjll~tment 6.19% 3.00% 3.00% 3.00% 3.00% 19.52%

Notes:
one (1) EDU - 900 cubic feet per month

Customers under this usage'profile will experience an increase of about $10 a month over the five-year

period- a curnulative increase of about 19_5%compared to the system average increase of about 16%,

This;usage profile encompasses all Single-family residential customers. Individual apartment and

commercial sewer bills will vary based on number of dwelling units or assigned number of EDUs.
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