RESOLUTION 2022-002 CHANGING AND ESTABLISHING CERTAIN RATES AND
CHARGES FOR WATER, SEWER, AND PROCESS WATER SERVICE
BY TRI GENERAL IMPROVEMENT DISTRICT

WHEREAS, Storey County (the “County”) by and through the Board of County
Commissioners (the “BCC”), approved on February 1, 2000 pursuant to Resolution 00-50 a
service plan for the TRI General Improvement District (“TRIGID” or “District”) within the
County to supply electric power and space heating to customers. On the same date Ordinance
No. 164 was passed by unanimous vote of the Board creating TRIGID.

WHEREAS, the County by and through the BCC approved on July 18, 2000 pursuant to
Resolution 00-85 a service plan modification for TRIGID to supply water and sewer services to
customers. On the same date Ordinance No. 171 passed by unanimous vote of the BCC to add
basic powers of furnishing water service and sewer service.

WHEREAS, the Tahoe-Reno Industrial Center (“TRI Center”) is an area planned by the
Storey County Master Plan to be a large industrial business park located in the northern portion
of the County, in which water and sewer service is currently provided by TRIGID, and process
water service is anticipated to be provided by TRIGID in early 2023.

WHEREAS, general improvement districts are authorized under state law, NRS Chapter
318, to supply water and sanitary sewerage facilities to customers, and NRS 318.197 and
318.199 specify criteria to create rates, tolls, charges and services by a general improvement
district for water and sewer service.

WHEREAS, A Utility Rate Analysis was completed by Farr West Engineering in 2022,
and the Technical Memorandum Preliminary User Rate Analysis dated May 11, 2022 (“Rate
Study TM”) were made available to customers for review. The Final User Rate Analysis is

attached to this Resolution as Exhibit A.



WHEREAS, the Rate Study analyzed revenue and expenditures of the TRIGID water and sewer
system, and existing rates and charges of TRIGID to customers, along with anticipated revenue
and expenditures of the TRIGID process water system, in order to recommend proposed rates
and charges that meet the future level of TRIGID expenditures for the water, sewer, and process
water utilities.

WHEREAS, pursuant to NRS 318.199, a 30 days’ notice of a public hearing by the
TRIGID Board of Trustees (the “Board”) on proposed rates and charges for water and sewer
service, set for July 7, 2022 at 2:00 p.m. at the Storey County Administrative Center, 1705 Peru
Drive, McCarran, Nevada 89434, was published in the Comstock Chronicle on June 3, 2022.
Said Notice of Hearing is attached to this Resolution as Exhibit B.

WHEREAS, on or about May 19, 2022, the Notice of Hearing and information on how to
obtain the proposed rates was made available to all customers as an insert in the monthly utility
billing statements.

WHEREAS, on April 18, 2001, the Board adopted Resolution 2001-04
Establishing Rates, Tolls, Charges And Services For Water And Sewer Service By TRI General
Improvement District, which approved the following:

o Rules, Regulations And Rates Of The TRI General Improvement District For
Sewer Service

o Rules, Regulations And Rates Of The TRI General Improvement District For
Water Service

These documents were updated by Board action on October 7, 2021, and are referred to
as the “Sewer Rules” and the “Water Rules”, respectively, the provisions of which are

incorporated into the Resolution by reference.



WHEREAS, an open public hearing on the adoption of amended rates and charges was

held by the Board on July 7, 2022 at 2:00 p.m. within the District at the Storey County

Administrative Center, located at 1705 Peru Drive, McCarran, Nevada 89434, and via Zoom.

The general public and TRIGID customers were given the opportunity to testify and comment, as

well as to submit data, views or arguments orally or in writing at the hearing, whereupon the

Board discussed and deliberated the proposed rates and charges.

WHEREAS, after discussion, upon motion made, seconded and approved, the Board

made the following findings and passed the following resolutions.

Findings. The Board finds as follows.

1.

Pursuant to NRS 318.197 and 318.199 the Board of Trustees of TRI General
Improvement District may establish rates and charges for water and sewer service and
may set new and changed rates and charges from time to time.

Pursuant to NRS 318.199(2) the Board caused the Notice of Hearing to be mailed by
regular mail to all users (customers) of TRIGID more than 30 days prior to the

scheduled hearing date.

. Pursuant to NRS 318.199(3) notice was given by publication in a newspaper

published in Storey County, the Comstock Chronicle.

Pursuant to NRS 318.199(4), all users of water and sewer service in TRIGID were
afforded a reasonable opportunity to submit data, views or arguments orally or in
writing, both before the hearing set for 2:00 p.m. on July 7, 2022 and at said hearing.
The Board, having considered the Rate Study and all other data, views and arguments

submitted, finds that in order for TRIGID to meet future obligations to provide water



and sewer service and to pay expenditures of TRIGID to provide said services it is
required that rates and charges be changed as proposed in the Rate Study.

6. Sections 4.1 of the Water Rules and the Sewer Rules provide that the Board may raise
water and sewer rates when current rates are insufficient to pay all operating costs and
the monthly rates proposed in the Rate Study raise rates to a level that are projected to
cover all operating costs.

Resolutions: The Board therefore passes the following resolutions.

RESOLVED, that rates and charges specified below are the new and changed rates and

charges of TRIGID.
SUMMARY OF PROPOSED WATER RATES
COMMERCIAL
FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Customer $37.61 $38.70 $45.80 $49.48 $50.92
Fire $109.37 $112.54 $133.17 $143.89 $148.06
T.()tal $146.98 $151.24 $178.97 $193.37 $198.98
Fixed
3/4" $31.02 $31.91 $37.77 $40.80 $41.99
1" $51.69 $53.19 $62.94 $68.01 $69.98
E 1-1/2" $103.38 $106.38 $125.89 $136.01 $139.96
g 2" $165.41 $170.21 $201.42 $217.62 $223.93
o 3" $330.83 $340.42 $402.84 $435.25 $447.87
§ 4" $516.92 $531.91 $629.43 $680.07 $699.79
6" $1,033.84 $1,063.82 $1,258.87 $1,360.14 $1,399.59
8" $1,654.14 $1,702.11 $2,014.19 $2,176.23 $2,239.34
10" $4,342.11 $4,468.03 $5,287.24 $5,712.60 $5,878.27
1
Volume $3.44 $3.54 $4.19 $4.53 $4.66
per kgal




INDUSTRIAL

per kgal:

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Customer | $37.61 $38.70 $45.80 $ 49.48 $50.92
Fire $218.73 $225.08 $266.34 $287.77 $206.12
Total $256.34 $263.78 $312.14 $337.25 $347.03
Fixed
3/4" $31.02 $31.01 $37.77 $40.80 $41.99
" $51.69 $53.19 $62.94 $68.01 $69.98

o | 1172 $103.38 $106.38 $125.89 $136.01 $139.96

21 o $165.41 $170.21 $201.42 $217.62 $223.93

<

S |3 $330.83 $340.42 $402.84 $435.25 $447.87

S| 4 $516.92 $531.91 $629.43 $680.07 $699.79

2| $1,033.84 | $1,06382 | $125887 | $1.360.14 $1,399.59
8" $1.654.14 | $1.70211 | $201419 | $2.176.23 $2.239.34
10" $4342.11 | $4468.03 | $5287.24 | $5.712.60 $5.878.27

I
Volume $3.44 $3.54 $4.19 $4.53 $4.66
per kgal:
CONSTRUCTION WATER/HYDRANT METER
FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
1
Volume $3.44 $3.54 $4.19 $4.53 $ 4.66




IRRIGATION

per kgal:

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Customer | $37.61 $38.70 $45.80 $49.48 $50.92
Fire $- $- $- $- $ -
Total
. $37.61 $38.70 $45.80 $49.48 $50.92
Fixed
3/4" $31.02 $31.91 $37.77 $40.80 $41.99
1" $51.69 $53.19 $62.94 $68.01 $69.98
ol 1120 $103.38 $106.38 $125.89 $136.01 $139.96
g 2 $165.41 $170.21 $201.42 $217.62 $223.93
S 3" $330.83 $340.42 $402.84 $435.25 $447.87
2 4" $516.92 $531.91 $629.43 $680.07 $699.79
= 6" $1.033.84 | $1.063.82 | $1.25887 | $1.360.14 | $1,399.59
g" $1.654.14 | $1.702.11 | $2.014.19 | $2.17623 | $2.239.34
10" $4342.11 | $4.46803 | $528724 | $5712.60 | $5.878.27
Volume $3.44 $3.54 $4.19 $4.53 $4.66




SUMMARY OF PROPOSED SEWER RATES

COMMERCIAL AND INDUSTRIAL

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Base $392.42 $ 403.80 $ 560.94 $ 634.93 $ 653.34
Volume $2.37 $2.44 $3.38 $3.83 $3.94
per kgal:

HIGH STRENGTH INDUSTRIAL

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

Base $392.42 $ 403.80 $560.94 $ 634.93 $ 653.34
1

Volume $3.10 $3.19 $4.43 $5.02 $5.16
per kgal:

SUMMARY OF PROPOSED INDUSTRIAL DISCHARGE TDS MITIGATION FEE
Industrial Discharge Permittees who violate the Total Dissolved Solids (TDS) limit under the
current permit conditions on a 12-month rolling average will be subject to a TDS Mitigation
Charge of $106,514, effective January 1, 2024, and billed annually thereafter upon determination
of non-compliance, in order to provide a revenue stream for TRIGID to mitigate TDS

accumulation in the Asamera Effluent Reservoir.



SUMMARY OF PROPOSED PROCESS WATER RATES

per kgal:

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Customer | $3,620.54 | $3,72553 | $3.833.57 | $3,944.75 | $4,059.14

3/4" $199.60 $205.39 $211.34 $217.47 $223.78

" $332.67 $342.31 $352.24 $362.45 $372.97

o | 112 $665.33 $634.63 $704.48 $724.91 $745.93
5| 2 $1.06453 | $1,09540 | $1.127.17 | $1.159.86 | $1.193.49
S| 3 $2.12906 | $2.190.80 | $2.25433 | $2319.71 | $2.386.98
g g $3.326.65 | $3423.13 | $3.52240 | $3.62455 | $3.729.66
= ¢ $6,65331 | $6.84625 | $7.04480 | $7.249.00 | $7.459.32
g" $10.64529 | $10954.01 | $11.271.67 | $11,598.55 | $11.934.91
10" $27.943.89 | $28.75427 | $29.588.14 | $30.44620 | $31.329.14

Volume $2.68 $2.76 $2.84 $2.92 $3.01




RESOLVED, that any rates, tolls, charges, services to be performed or products to be furnished
which are currently in place other than the new and changed rates and charges established above

remain unchanged.

RESOLVED, that the effective date of these resolutions shall be July 7, 2022.

MOTION MADE BY  Trustee Mitchell

AND SECONDED BY  Trustee Gilman

THOSE VOTING AYE: C. Mitchell, L. Gillman, and J. Carmona

THOSE VOTING NAY: 1None

TRUSTEES OF THE TRI GENERAL IMPROVEMENT DISTRICT

By. Jay G na (Jul 13,2022 11:03 PDT)
Julian “Jay”Carmona, President




Exhibit A
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1.0 EXECUTIVE SUMMARY

Tahoe-Reno Industrial General Improvements District (TRI GID) retained Farr West Engineering (Farr
West) to provide an analysis of user rates for the water, sewer, and process water utilities.

The GID serves approximately 205 water customers and 118 sewer customers, all of which are classified
as commercial or industrial. The emergence of the unique economy in TRI GID, which consists of large
industrial customers with high water demand, has led to concerns about future sustainability. The process
water utility, which will begin operations midway through Fiscal Year (FY) 23, will allow the GID to put
effluent to beneficial use and will ultimately free up potable water for other uses while reducing capital
costs to store the effluent. It is assumed that 4 accounts that are currently served by the water and sewer
utilities, will transfer to the process water utility when operations are due to commence. In the long term,
the process water utility is a critical component to improve the viability and sustainability of the GID’s
water resources. In the short term, however, the process water system will reduce the demand for potable
water, impacting both water and sewer fund revenues. As a result of these changes, the GID concluded
that an evaluation of all user rates should be completed. To address these needs, this study examined
existing water and sewer user rates and developed user rates for the new process water utility.

1.1 STUDY GOALS AND OBJECTIVES
The following goals and objectives were used as guiding principles in preparation for the user rate analysis.

e Examine water and sewer fund user rates over a 5-year study period or through FY 27. All rate
model calculations are based on a fiscal year starting on July 1 of each year and ending on June
30t of the following calendar year.

e Develop the new process water utility user rates over a 5-year study period or through FY 27.

e  Financial policies shall be met throughout the study period. These policies include:

o All operating funds shall maintain a minimum Operating Reserve equal to 60 days of utility
operating expenses

o Debt Service Reserve® shall accrue at the rate of one-tenth of the annual average loan
installment for ten years until a full year of debt service payments has accumulated.

o Maintain a positive ending cash balance throughout the study period.

1.2 RATE STUDY APPROACH

The successful and sustainable operation of any utility is contingent on sound financial policy and proper
utility planning. This study was conducted based on methodologies and principles established by the
American Water Works Association (AWWA) in the Manual of Water Supply Practices M1 — Principles of
Water Rates, Fees, and Charges — Manual of Practice No. 27 published by the Water Environment
Federation. The rate study process uses three interrelated analyses to address the adequacy and equity
of the utility’s rates. The process used is summarized below in Figure 1.

! Depending on the funding source, the terms of the funding agreement may require this reserve to be restricted to

debt ﬁaxment related activities onlx.
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Revenue Compares the revenues of the utility to future expenses to
Requirement assess the adequacy of the existing rates and determine size of
any required rate adjustments

Cost of Service Equitably allocates the revenue requirement between the
various customer classes of service

Design rates for each class of service to meet the revenue
requirement plus any additional rate design goals or
objectives

Rate Design

Figure 1: Process of Rate Making

There are two industry-standard methods used to project the revenue required on an annual basis. These
methods are the Cash Basis approach and the Utility Basis approach. The primary difference between the
two methods is that the duty of the Cash Basis approach is to recover annual costs, while the Utility Basis
approach sets out to earn a fair return on its investment. This rate study utilizes a Cash Basis approach
which is most common for public utilities. Figure 2 displays a comparison of the two approaches.

Cash Basis Utility Basis

+ O&M expenses + O&M expenses
+ Taxes, transfer payments + Taxes, transfer payments
+ Debt service + Depreciation Expense
+ Capital projects + Return on rate base
= Total Revenue Requirement = Total Revenue Requirement
Typical “Cash Basis” Situations Typical “Utility Basis” Situations
e Commonly used by e Commonly used by privately owned utilities.
municipal/governmental utilities. e Earn “fair” return on investment (Duty to
e Conforms to most cash budgets. investors).
e Revenue in = Costs out. e Revenue in = Operating costs (loss of
e Duty to recover costs. investment).

Figure 2: Revenue Requirement Methods
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1.3 SUMMARY OF KEY FINDINGS AND RECOMMENDATIONS

The findings and recommendations presented in this study were developed in coordination with GID staff
from February through May 2022. This study has found that the current water and sewer rates do not
generate sufficient revenues to maintain financial solvency. For customers of the water fund, it is
recommended that the GID implement annual increases ranging from 8 to 18 percent. For the sewer fund,
it is recommended that the GID implement an annual increase, ranging between 13 to 39 percent. These
increases also include an automatic annual increase equal to the Consumer Price Index for all Urban
Consumers (CPI).

The process water fund used the water and sewer funds as a basis for projecting annual expenses, which
ultimately developed the revenue requirement. For the process water utility, it is recommended that the
GID pass an ordinance that adopts the rates developed in this study and also includes an annual CPI
adjustment, perpetually.
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2.0 DATA USED AND GENERAL ASSUMPTIONS

The GID provided historical financial reports, budgets, and other financial information regarding the water
and sewer utility for FY 17 through FY 22. This information was used to develop long-term financial
projections for the utilities. This report presents a 5-year financial plan and proposes rates through FY 27.
The assumptions used to evaluate the financial stability of the utility were developed in coordination with
or provided by GID staff. Assumptions such as future inflation factors, customer account growth rates,
and beginning cash balances are summarized in this section.

2.1 INFLATION

To prepare the 5-year financial plan, inflation factors were applied to future revenue and expense
projections over the study period. The inflation factors used, shown in Table 1, were developed in
coordination with GID staff and considered commonly used price indices. CPl is assumed to escalate by
2.9% based on average 5-year historical increases that took place between 2017 to 2021. In this study, all
rate revenues escalate by CPl on an annual basis. Both labor and benefits cost inflation factors were
assumed to escalate by 5 percent. A detailed summary of inflation factors used in this analysis can be
found in Appendix B through Appendix D.

Table 1: Inflation Factor Assumptions

Key Factors Inflation Rate per Year

General (CPI) 2.9%
Construction Costs 3%
Salaries 5%
Benefits 5%
Customer Growth 0%

2.2 CUSTOMER BASE AND GROWTH

The GID only serves commercial and industrial customers. Due to the uniqueness of the customer base,
historical customer growth is not a reliable predictor of future development trends. This study projects
no growth throughout the study period for all utilities.

2.3 ACCOUNT BALANCES

Based on the GID’s financial records, the combined water and sewer fund beginning cash balance in FY 22
was $5.6 million, including approximately $2.8 million for the water, and $2.9 million for the sewer
operating funds (Table 2). In FY 23 the water and sewer funds will transfer an equal amount ($750
thousand in total) to the process water fund

Table 2: Beginning FY 22 Cash Balance for Operating Funds.
I S N
Water Operating Fund $2,770,440
Sewer Operating Fund $2,877,180
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Maintaining a cash balance that allows for variability in annual revenues and expenses is important for
any utility. This is best accomplished by adequately funding the reserve(s) identified in the financial
policies first in addition to maintaining cash on hand to cover unforeseen expenses. If annual shortfalls
are expected or encountered, they should be covered with cash reserves first before tapping into any
specific or named reserve (e.g., Operating, Debt Service, etc). Additionally, the financial model used for
this analysis also operates according to this order of operations.

In developing the revenue requirement presented in Section 3.0 the following financial policies have been
incorporated:

Operating Reserve
Water

The Water Operating Fund shall maintain a minimum reserve balance of at least 90 days of Operating
Expenses?. This value increased from $295,453 in FY 23 to $329,285 in FY 27.

Sewer

The Sewer Operating Fund shall maintain a minimum reserve balance of at least 90 days of Operating
Expenses. This value increased from $325,813 in FY 23 to $384,914 in FY 27.

Process Water

The Process Water Operating Fund shall maintain a minimum reserve balance of at least 90 days of
Operating Expenses. This value increased from $184,169 in FY 23 to $335,350 in FY 27.

Debt Reserve

The Debt Service reserve accrues at the rate of one-tenth of the annual average loan installment for ten
years until a full year of debt service payments has accumulated. This restricted reserve balance is
projected to be $17,883 in FY 26 to $53,650 in FY 27 for water and starting at $18,531 in FY 27 for sewer.

2.4 ASSUMPTIONS ON REVENUE AND EXPENSE DATA

To account for the fact that the process water utility will assume a portion of the operating costs currently
borne by the water and sewer utilities, the GID projects a 40/40/20 percent split on fixed expenses (i.e.
salaries and benefits) between the water, sewer, and process water utilities, respectively. Services and
Supplies expenses and rate revenues for the water and sewer funds were determined based on the FY 22
6-month actuals. A portion of the process water expenses is dedicated to purchasing 500 acre-feet of
effluent for an annual fee of $187,192. A technical memorandum, located in Appendix F, documents the
assumptions and methodology used to determine this fee. These assumptions established the starting
points for making long-term financial projections for the GID’s utilities with the new process water system
in place.

2 Dailx Oﬁeratinﬁ Eernses are defined as: ‘Annual O&M Eernses + Annual Non—Oﬁeratinﬁ Eernsesa ‘ 365
7
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3.0 DEVELOPMENT OF THE WATER RATE STUDY

3.1 REVENUE REQUIREMENT

The revenue requirement evaluates the relationship between revenue collected from user rates and the
costs incurred by serving those customers. This study performs an analysis over the 5-year study period
and is used to determine the approximate rate adjustments needed to support budgeted expenses and
capital improvement projects for the water system. In the course of developing the revenue requirement,
it is assumed that the GID’s water utility, as an enterprise fund, is self-sufficient and does not receive
financial support from other funds.

3.1.1 Projected Revenues

The GID’s historic actuals for FY 17 through FY 22 were reviewed for this study, however changes in system
size, water use, and data accuracy over the past decade make the historic data unreliable for future
projections. The GID also provided the FY 23 budget® which was used as the basis for all calculations
moving forward. Table 3 below shows the projected revenues from FY 23 through FY 27.

Table 3: Projected Total Water System Revenues

FY 23 FY24 | FY25 |  FY26 FY 27
w/o Rate
1,948,42 1,228,092 1,263,644 1,300,22 1,337,872
Adiustments | S1948420 | $1,228,09 $1,263,6 $1,300,228 | $1,337,8
w/ Rate
Adiustments | $2140460 | $1545913 | $1,824854 | $1,970,081 | $2,027,150

As seen in Table 3, revenues in FY 24 are anticipated to decrease with the process water utility starting
operations midway through FY 23.

3.1.2 Projected Expenses

Expenses incurred by the water utility can be classified as operation and maintenance (0&M), Capital
Outlay (e.g., CIP projects), or debt service. Similar to the revenue forecast, FY 24 was selected to be the
starting point or basis for the projection of system costs. Table 4 below shows the projected expenses
from FY 23 through FY 27. The total projected costs for the utility will reach $2.6 million in FY 27

Table 4: Projected Water System Costs

FY 23 FY 24 FY 25 FY 26 FY 27
0&M $1,198,226 | $1,169,528 | $1221,740 | $1,276,969 | $1,335434
IPF
C F:Janttiid by $50,200 $901,500 $990,375 $829,094 $869,748
D
Future Debt . S $- $178,835 $357,670
Service
Total
$1,248/426 | $2,071,028 | $2,212,115 | $2,284,898 | $2,562,853
Expenses

3 The FY 23 budget accounts for an adjustment in water usage and system operating expenses as a result of the
Process Water utility coming on-line in January 2023. For FY 24 projections these 6-month estimates were
extrapolated to the full fiscal year.
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3.1.2.1 Operating Expenses and Forecast

The GID’s O&M expenses consist of ongoing annual costs which can generally be classified as treatment,
distribution, and administrative. Over the 5-year study period, the total water O&M expenses are
projected to increase from $1.2 million in FY 23 to more than $1.3 million by FY 27.

3.1.2.2 Capital Projects and Funding

The GID developed a 5-year CIP to document and plan for improvement projects that address the needs
of the system.

Repair and replacement projects maintain the existing system capacity that is currently required to serve
existing customers. As the system ages, regular investments to repair these facilities are critical to
maintaining the integrity of the system. Due to the significant cost of the Arsenic Treatment/Blending
project, external funding will be needed to remain solvent throughout the study period. User rate
revenues and water fund reserves will be used to fund the remainder of repair and replacement projects
shown in Table 5. Table 6 breaks down CIP costs by fiscal year.

Table 5: Water Repair and Replacement Capital Projects

Project Cost

Potable Water Sample Stations $25,000
Arsenic Treatment/Blending $5,350,000
Structures, Equipment, and Automotive $437,200
Chlorine Storage Upgrades at Well Houses $431,013
Spare Submersible Pump for Potable Wells $161,630
Interior/Exterior Tank Recoat $2,586,075

Table 6: 5-year outlook on Repair and Replacement Capital Project Costs

$150,200 $1,151,500 $5,990,375 $829,094 $869,748

3.1.2.3 Future Debt Service

The water utility does not have any existing debt. This study proposes an external funding source (i.e.,
loan) for the Arsenic Treatment/Blending project that is scheduled for construction from FY 23 to FY 26.
The specific source of this funding is unknown at this time, but it is anticipated that it will be available at
an interest rate of 3 percent for a period of 20 years. Cash reserves will fund the remaining project costs
that rates are unable to cover. Figure 3 illustrates the timing and funding source for each CIP project.
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Figure 3: Funding Sources for CIP Projects

3.1.3 Revenue Requirement Analysis

The adequacy of rates was evaluated in each FY using the revenue and expense data that was summarized
in the previous sections. The financial model compared rate revenues with annual expenses to identify
any shortfalls that may occur during the study period. If shortfalls were identified, then unrestricted cash
reserves would fund those shortfalls. If the unrestricted cash reserves were not able to fund the shortfalls,
rates were adjusted to maintain the minimum reserve amount required by the GID’s financial policies.

3.1.4 Revenue Requirement Results

Figure 4 compares existing and proposed annual revenues with projected annual expenses. The reduction
in revenues seen in FY 23 and FY 24 is due to accounts transferring to the process water utility midway
through FY 23 and for a full year in FY 24. Based on the analysis, revenue under the existing rates is not
sufficient to fund CIP projects starting in FY 24 and falls short of annual debt service payments starting in
FY 26. These annual cashflow deficiencies will ultimately violate financial policies in FY 26, therefore, rate
adjustments were proposed as a part of this study. Under the proposed rate adjustments, annual
revenues are expected to fund all fixed expenses while cash reserves are projected to fund the remaining
CIP expense that will not be covered by user rates.
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Figure 4: 5-Year Cash Flow Analysis

The proposed revenue adjustments, shown in Table 7, include both manual and automatic annual
increases (i.e., CPI) to ensure that the utility remains solvent throughout the study period. The revenues
that reflect these increases are depicted as the solid black line in Figure 4 and illustrate the necessary
revenue amount required to cover annual expenses.

Table 7: Proposed Water Fund Revenue Adjustment 5-Year Schedule

13.2% 18.3% 18.3% 8.0% 2.9%

3.1.5 Reserve Account Analysis

As seen in Figure 5 and Appendix B, under the proposed rate structure, the water fund’s reserves are
sufficient to fund any annual cash flow deficiencies throughout the study period while funding the
required restricted cash reserve. Although annual cash flow deficiencies diminish the water fund’s
unrestricted cash reserve, the unrestricted cash amount is projected to be more than 2 times the required
restricted cash amount in FY 27. The water fund is anticipated to end the study period with an ending cash
balance of $1.3 million.
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Figure 5: Water Operating Fund Cash Reserves Outlook

It should also be noted that the water fund is anticipated to have a positive net cash flow starting in FY
28.

3.2 WATER COST OF SERVICE ANALYSIS

After rate revenue adjustments have been identified, the next step in the rate-setting process is the Cost
of Service (CoS) analysis, which recovers the cost of providing service to the various customer classes in
an equitable manner. The CoS analysis begins with the allocation process which allocates the functional
costs of the water utility to the appropriate cost component. The elements of service presented in Table
8 through Table 10, are cost categories used to determine how capital costs were allocated. The elements
of service used in this analysis are as follows:

e Customer - Fixed costs that are directly proportional to the number of customers served by the
utility. These costs are not impacted by water usage and apply to all permanent customers,
equally.

e Meter — Fixed costs that are associated with the size or capacity of the water system. These costs
are allocated based on the maximum potential water use each customer could demand from the
system.

e Base - Variable costs that are associated with providing the volume of water and system capacity
to meet base demands consistent with average annual water use. These costs are directly
proportional to water use.

e Peak— Variable costs that are associated with providing the volume of water and system capacity
to meet peak demands. These costs are directly proportional to water use.

e Fire Protection — Costs associated with providing fire flow in case of an emergency.
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3.2.1 Water Plant-in-Service Allocation

The analysis of the GID’s existing assets (using design data and engineering judgment) suggests that the
majority of the costs required to construct the water utility were driven by meeting peak system demands
and/or fire flow requirements. This analysis is referred to as the Plant-in-Service allocation and is used to
distribute future depreciation, capital outlay, and debt service costs. The Plant-in-Service used in the study
is identified in Table 8.

Table 8: Allocation of Water System Assets

Customer Meters Base Peak \ Fire Protection Total
| 3% | 0% | 26% | 36% | 35% | 100%

3.2.2 O&M Cost Allocation

Budgeted FY 24 O&M costs were allocated to the elements of service discussed previously to further
allocate the cost to operate the water system. The results of this allocation are summarized in Table 9.

Table 9: O&M Allocation Breakdown

Customer Meters Base Peak Fire Protection Total
7% 41% 21% 23% 8% 100%
581,868 $478,803 $240,801 $268,253 $99,803 1,169,528

Fixed costs, which do not vary based on system capacity or how much water is consumed, were allocated
to the customer element of service. The largest portion of annual costs is a function of system capacity
and the level of service the utility provides on an annual basis and was allocated proportionally to the
volume of water a customer can demand. This volume is based on meter size and accounted for on an
equivalent meter ratio basis and is therefore distributed to the meter element of service. Services and
supply expenses, such as chemicals and gasoline, were split between the base and peak elements of
service since these costs directly correlate with water consumption. Professional services that include
non-physical services to help manage and improve the water system were allocated according to the
Plant-in-Service distribution shown in Table 8.

3.2.3 Revenue Requirement Allocation

The final step of the allocation process applies the Plant-in-Service and O&M allocations to the FY 24
revenue requirement. In addition to the fixed and variable system costs that set the revenue requirement,
this portion of the analysis takes into account budgeted non-rate revenues and net cash flow projections
(e.g.; annual shortfall) to offset total system expenses, bringing the revenue requirement to $1.5 million
The results of this allocation is presented in Table 10.

Table 10: Revenue Requirement Allocation

Revenue Fire
. Customer Meters Base Peak . Total
Requirement Protection

Allocation 5% 23% 23% 29% 20% 100%
Distribution $78,488 $347,357 $351,072 $435,024 $305,204 | $1,517,146
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3.2.4 Cost Distribution to Customer Classes

The next step in the CoS analysis is the customer distribution process. In this process, the revenue
requirement allocation was distributed to each customer class based on the number of customers, the
number of equivalent meters, and the water use profile for each customer class. This distribution was
determined by the customer characteristics shown in Table 11.

Table 11 Water Customer Characteristics

Meter Size Commercial Industrial Hydrant Irrigation
Projected Number of
Customers in FY 24 16 105 32 48
Equivalent Meters' 46 690 0 171
Total Base Flow (kgal) 732 59,268 9,346 4,623
Total Peak Flow (kgal) 1,465 118,537 18,691 9,247
Fire Protection 2,000 4,000 0 0
Demand (gpm)

i — %-inch meter equivalents. See Appendix E for additional detail.

Based on the characteristics above, the revenue requirement allocation breakdown in Table 10 was
distributed to each customer class as presented in Table 12.

Table 12: Distribution of Costs to Customer Classes

Customer Customer Meter Base Peak Fire Total % Share
Classes Costs: Costs: Costs: Costs: Costs:
Commercial $7,431 $17,489 $3,476 $4,307 $21,607 $54,310 4%
Industrial $48,765 $264,380 $281,298 $348,565 $283,596 $1,226,603 81%
Hydrant S- S- $44,356 $54,963 S- $99,318 7%
Irrigation $22,292 $65,489 $21,943 $27,190 S- $136,914 9%
Total $78,488 $347,357 $351,072 $435,024 $305,204 $1,517,146 100%

General observations that facilitated the cost distribution process include the following:

e Commercial customers make up less than 10 percent of the total customer base and consume the
least potable water.

e Industrial customers make up more than 60 percent of the total customer base and consume the
most potable water. Industrial customers require more fire flow than the commercial customer
class.

e Hydrant customers are temporary construction water connections that only pay for their water
usage. This customer class does not pay for any fixed costs such as customer, meter, or fire
protection charges.

e |rrigation customers are seasonal, but permanent potable water users during the summer months
for outdoor use. This customer class also does not require fire protection.

3.3 RATE DESIGN AND PROPOSED WATER RATES

To develop a representative rate structure, this study assessed the financial impacts on the water fund
when rates were set according to the CoS approach. Table 13 outlines the proposed user rates for FY 23.
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The 5-year rate schedule can be found in Appendix A. Rates in FY 23 are actual, and all future years include
an estimated annual CPI increase of 2.9 percent. Actual rate adjustments proposed in FY 24 through 27
may differ slightly should CPI values exceed or trail a 2.9 percent increase.

Table 13: Water Fund Cost of Service Rates in FY 23

Commercial Industrial Hydrant Irrigation

Customer $37.61 $37.61 S- $37.61

Fire $109.37 $218.73 S- S-

Total Fixed $146.98 $256.34 S- $37.61

3/4" $31.02 $31.02 S- $31.02

1" $51.69 $51.69 S- $51.69

o 1-1/2" $103.38 $103.38 S- $103.38
E 2" $165.41 $165.41 S- $165.41
S 3" $330.83 $330.83 S- $330.83
8 4" $516.92 $516.92 $- $516.92
§ 6" $1,033.84 $1,033.84 S- $1,033.84
8" $1,654.14 $1,654.14 S- $1,654.14
10" $4,342.11 $4,342.11 S- $4,342.11

VOIlIJ(g:_per $3.44 $3.44 $3.44 $3.44

User rates for four customer classes (commercial, industrial, hydrant, and irrigation) were developed using
the key factors as follows:

Customer Charge: The proportional share of expenses that were driven solely by the number of
customers in the utility. This charge amounts to $37.61 and is the same for all customer classes.
Temporary hydrant customers do not pay for customer costs and are charged a volumetric rate
per thousand gallons (kgal).

Fire Charge: This is a fixed cost based on fire flow demand. As outlined in Table 11, commercial
customers require less fire flow than industrial customers. As a result, commercial customers pay
a lower fire charge than industrial customers. Hydrant and irrigation customers will not be
charged for fire protection.

Meter Charge: Larger meter sizes are associated with having a greater water demand potential
and consequently, take a greater toll on the system. Therefore, commercial, industrial, and
irrigation customers will be charged in proportion to their meter size in accordance with the
equivalent meter ratio as defined by AWWA (Appendix E).

Volume: The volume charge is contingent on the total amount of water consumed per kgal, per
month.
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4.0 DEVELOPMENT OF THE SEWER RATE STUDY

4.1 REVENUE REQUIREMENT

The revenue requirement evaluates the relationship between revenue collected from user fees and the
costs incurred by serving those customers. This study performs an analysis over the 5-year study period
and is used to determine the approximate rate adjustments needed to support budgeted expenses and
capital improvement projects for the sewer system. In the course of developing the revenue requirement,
it is assumed that the GID’s sewer utility, as an enterprise fund, is self-sufficient and does not receive
financial support from other GID funds.

4.1.1 Projected Revenues

The GID’s historic actuals for FY 17 through FY 22 were reviewed for this study, however changes in system
size, wastewater production, and data accuracy over the past decade make the historic data unreliable
for future projections. The GID also provided the FY 23 budget* which was used as the basis for all
calculations moving forward. Table 14 below shows the projected revenues from FY 23 through FY 27.

Table 14: Projected System Revenues

FY 23 FY 24 \ FY 25 \ FY 26 FY 27
w/o Rate
1 10,12 7 2,527
Adjustments $1,300,996 $810,120 $833,569 $857,698 $882,5
w/ Rate
Adjustments $1,690,609 $1,367,509 $1,898,800 $2,148,968 $2,211,243

4.1.2 Projected Expenses

Expenses incurred by the sewer utility can be classified as O&M Capital Outlay (e.g., CIP projects), or debt
service. Similar to the revenue forecast, FY 24 was selected to be the starting point for the projection of
system costs. Table 15 shows the projected expenses from FY 23 through FY 27.

Table 15: Projected Sewer System Expenses

FY 23 FY 24 FY 25 FY 26 FY 27
Oo&M $1,321,354 $1,376,590 $1,434,808 $1,496,215 $1,561,039
IPF
¢ :arliid by $320,200 $89,000 $291,000 $694,750 $298,688
Future Debt
) - - - 1
Service > 5 $ $ $355,163
Total
$1,641,554 $1,465,590 $1,725,808 $2,190,965 $2,214,889
Expenses

4 The FY 23 budget accounts for an adjustment in water usage and system operating expenses as a result of the
Process Water utility coming on-line in January 2023. For FY 24 projections these 6-month estimates were
extrapolated to the full fiscal year.
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4.1.2.1 Operating Expenses and Forecast

The GID’s 0&M expenses consist of ongoing annual costs which can generally be classified as collection,
sewage treatment, and administrative. Over the 5-year study period, the total sewer O&M expenses are
projected to increase from $1.3 million in FY 23 to approximately $1.6 million by FY 27.

4.1.2.2 Capital Projects and Funding

The 5-year sewer CIP includes approximately $12.4 million in repair and replacement projects through FY
27. External funding will be needed to fund the Wastewater Treatment Plant Improvements project. User
rates in addition to sewer utility reserves will fund the repair and replacement projects shown in Table
16. Table 17 breaks down CIP costs by fiscal year.

Table 16: Sewer Repair and Replacement Capital Projects

Project Cost

Waltham Lift Station Improvements $50,000
Wild Horse Lift Station Improvements $50,000
Sydney Lift Station Improvements $50,000
WWTP Screw Press Relocation $100,000
WWTP Grinders and Headworks Upgrades $120,000
WWTP Improvements $10,625,000
Lift Station Backup Generators $236,438
Air Relief Valve - Effluent Force Main $200,000
Structures, Equipment, and Automotive (40%) $903,200

Table 17: 5- Year Outlook on Capital Project Costs

$320,200 $214,000 $791,000 $10,694,750 $298,688

4.1.2.3 Future Debt Service

The sewer utility does not have any existing debt. This study proposes an external funding source for the
Wastewater Treatment Plant Improvements. The specific sources of this funding is unknown at this time,
but it is anticipated that it will be available at an interest rate of 3 percent for a period of 20 years. Cash
reserves will fund the remaining project costs that rates are unable to cover. Figure 6 illustrates the timing
and funding source for each CIP project.
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Figure 6: Funding Sources for Sewer CIP Projects

4.1.3 Revenue Requirement Analysis

The adequacy of rates was evaluated in each FY using the revenue and expense data that was summarized
in the previous sections. The financial model compared rate revenues with annual expenses to identify
any shortfalls that may occur during the study period. If shortfalls were identified, then unrestricted cash
reserves would fund those shortfalls. If the unrestricted cash reserves were not able to fund the shortfalls,
rates were adjusted to maintain the minimum reserve amount required by the GID’s financial policies.

4.1.4 Revenue Requirement Results

Figure 7 compares existing and proposed annual revenues with budgeted annual expenses. The reduction
in revenues seen in FY 23 and FY 24 is due to accounts transferring to the process water utility midway
through FY 23 and for a full year in FY 24. Based on the analysis, revenues under existing rates are not
sufficient to fund operating and CIP expenses. These annual deficiencies ultimately violate financial
policies in FY 26 therefore, rate adjustments were proposed as a part of this study. Under the proposed
adjustments, annual revenues are expected to fund all fixed expenses and cash reserves are projected to
compensate for annual shortfalls to maintain a positive ending cash balance throughout the study period.
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Figure 7: 5-Year Cash Flow Analysis

The proposed revenue adjustments, shown in Table 18, include both manual and automatic annual
increases (i.e., CPI) to ensure that the utility remains solvent throughout the study period. The revenues
that reflect these increases are depicted as the solid black line in Figure 7 and illustrate the necessary
revenue amount required to cover annual expenses.

Table 18: Proposed Sewer Fund Revenue Adjustment 5-Year Schedule

4.1.5 Reserve Account Analysis

With the proposed rate adjustments, sewer fund revenues are expected to meet financial policies
throughout the study period. These projections are based on budgeted operating costs and the GID’s 5-
year CIP. As outlined in and Appendix C, the sewer fund cash reserves remain stable with an ending cash
balance of $3.2 million in FY 27.
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Figure 8: Sewer Operating Fund Reserves

4.2 SEWER COST OF SERVICE ANALYSIS

After rate revenue adjustments have been identified, the next step in the rate-setting process is the CoS
analysis which assigns the costs of the sewer utility to the appropriate element of service. The elements
of service presented in Table 19 through Table 21 are cost categories used to determine how capital costs
were allocated. These elements of service used in this analysis are defined as follows

e Customer - Fixed costs that are directly proportional to the number of customers served by the
utility. These costs are not impacted by sewer production and apply to all customers, equally.
e Strength — Variable costs that are proportional to the user’s wastewater loading characteristics
for treatment purposes. The characteristics evaluated in this study include the following:
o Biological Chemical Demand (BOD)
o Total Suspended Solids (TSS)
o Total Kjeldahl Ntrogen (TKN)
e Flow — Variable costs that are associated with collecting wastewater. These costs are directly
proportional to the amount of wastewater produced.

4.2.1 Sewer Plant-in-Service Allocation

An analysis of the GID’s existing assets (using design data and engineering judgment) suggests that a
majority of the cost to construct the sewer utility was driven by the collection system flow capacity. The
Plant-in-Service allocation is used to distribute future depreciation, capital outlay, and debt service costs.
The Plant-in-Service allocation is identified in Table 19.

Table 19: Allocation of the Existing Sewer System

Customer BOD | TSS | TKN Flow | Total |
4% 6% 6% 6% 78% 100%
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4.2.2 O&M Cost Allocation

Budgeted FY 24 O&M Costs were allocated to the elements of service discussed previously to further
allocate the cost to operate the sewer system. The results of the percent breakdown are summarized in

Table 20.

Table 20: O&M Allocation Breakdown

Customer BOD TSS TKN Flow Total
44% 9% 9% 9% 29% 100%
$610,806 $121,352 $121,352 $121,352 $401,729 $1,376,590

Fixed costs, which do not vary based on how much wastewater is produced, were allocated to the
customer element of service. O&M services and supplies expenses, such as chemicals and gasoline, were
split between the BOD, TSS, TKN, and flow elements of service since these costs directly correlate with
wastewater strength and flow. Professional services were allocated according to the Plant-in-Service
distribution shown in Table 19.

4.2.3 Revenue Requirement Allocation

The final step of the allocation process applied the Plant-in-Service and O&M allocation to develop the FY
24 revenue requirement. In addition to the fixed and variable costs that make up the revenue
requirement, this portion of the analysis took into account budgeted non-rate revenues and net cash flow
projections to offset budgeted expenses, bringing the revenue requirement to $1.36 million. The result of
the revenue requirement allocation is presented in Table 21.

Table 21: Revenue Requirement Allocation

ReYenue Customer BOD TSS TKN Flow Total
Requirement

Allocation 42% 9% 9% 9% 31% 100%
Distribution $571,782 $118,146 $118,146 $118,146 $438,982 $1,365,201

4.2.4 Cost Distribution to Customer Classes

The next step in the CoS analysis is the customer distribution process. In this process, the revenue
requirement allocation was further distributed to each customer class based on the number of customers
and wastewater characteristics associated with each customer class. These demands were determined by
customer characteristics shown in Table 22.
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Table 22: Sewer Customer Characteristics

High Strength

Commercial Industrial X
Industrial

CustomeFrYNthmbers in 17 96 5
Flow (kgal) 9,467 222,750 237,193
- BOD (mg/l) 240 240 +240
% TSS (mg/1) 240 240 +240
2 TKN (mg/1) 40 40 +40

Based on the characteristics above, the revenue requirement allocation breakdown in Table 21 was
distributed to customer classes as presented in Table 23.

Table 23: Distribution of Costs to Customer Classes

Customer

Customer BOD TSS TKN Flow % Share
Classes
Commercial  $82,375 $1 583 $1,605 $1,794 $8 853 7%
Industrial $465,178 $37,244 $37,773 $42,203 $208,311 58%
High $24,228 $79,319 $78,768 $74.149 $221,818 35%
Strength
Total $571,782  $118,146  $118,146  $118146  $438982 100%

General observations that facilitated the cost distribution process include the following:

e Commercial customers include service-based industries, such as restaurants and gas stations.
These customers make up 14 percent of the customer base and produce the least amount of
wastewater flows.

e Industrial customers include any customer involved in manufacturing goods. The number of
industrial customers makes up 82 percent of the customer base and produces less wastewater
flows than the high strength customers.

e High Strength customers include any customer that exceeds the discharge limit for one or more
of the following:

o BOD: 240 mg/I

o TSS: 240 mg/|

o TKN: 40 mg/I
High strength customers make up 4 percent of the customer base and produce the most
wastewater.

4.3 RATE DESIGN AND PROPOSED SEWER RATES

To develop a representative rate structure, this study assessed the financial impacts on the sewer fund
when rates were set according to a standard CoS approach. Table 24 outlines the proposed rates for FY
23. The 5-year rate schedule is available in Appendix A. Rates in FY 23 are actual, and all future years
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include an estimated annual CPI increase of 2.9 percent. Actual rate adjustments in years FY 24 through
27 may differ slightly should CPI values exceed or trail a 2.9 percent increase.

Table 24: Sewer Fund Cost of Service Rates in FY 23

Customer Class Commercial Industrial High Strength
Fixed Base $392.42 $392.42 $392.42
Volume per kgal $2.37 $2.37 $3.38
TDS Mitigation Charge* $106,514

*Applies to customers that discharge more than 500 mg/I of TDS.

User rates for three customer classes (commercial, industrial, and high strength industrial) were
developed using the key factors as follows:

Fixed Base: The proportional share of expenses that were driven by the number of customers in
the utility. This charge amounts to $392.42 and is the same for all customer classes.

Volume: The analysis determined that commercial and industrial customers remained below the
maximum limit of BOD, TSS, and TKN, while the high strength customers exceeded one or more
of those limits. As a result, this study proposes to charge high strength customers a higher volume
charge per kgal than commercial or industrial customers.

TDS Mitigation Charge: While the GID is equipped to treat concentrations of BOD, TSS, and TKN,
there is currently no infrastructure in place to adequately treat levels of TDS that exceed the
effluent limits of 500 mg/I. Consequently, high concentrations of TDS, that exceed the maximum
limit, cause operational issues within the wastewater treatment facility. To address these issues,
the proposed mitigation charge, which was calculated based on 1 percent of the estimated total
cost to construct a reverse osmosis plant to treat TDS, shall be implemented to encourage
customers to reduce levels of TDS before discharging into the GID’s system. This charge will be
applied at the end of each fiscal year.
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5.0 DEVELOPMENT OF THE PROCESS WATER RATE STUDY

5.1 REVENUE REQUIREMENT

Since the process water system is a new utility, several assumptions were made in coordination with the
GID regarding projected revenues and expenses. The process water admin and billing expenses were
derived from the 40/40/20 percent split discussed in Section 2.4, while services and supplies expenses
were estimated as a function of sewer expenses. Revenue and expense data will be closely monitored and
finely tuned throughout the study period.

5.1.1 Projected Revenues

Table 25 summarizes the projected revenues from FY 23 through FY 27. FY 24, the process water utility’s
first full year of operations, was chosen to be the starting point for future revenue projections. Considering
the inflationary factors (i.e., CPI) described in Section 2.1, total projected revenues will increase to
approximately $1.5 million in FY 27.

Table 25: Projected Process Water System Revenues

$673,057 $1,385,152 $1,425,322 $1,466,656 $1,509,189

5.1.2 Projected Expenses

Expenses incurred by the process water utility can be classified as O&M and capital outlay. Similar to the
revenue forecast, FY 24 was selected to be the starting point or basis for the projection of system costs.
Table 26 below shows the projected expenses from FY 23 through FY 27. The total projected costs for the
utility will reach $1.4 million in FY 27.

Table 26: Projected Process Water System Costs

FY 23 FY 24 FY 25 FY 26 FY 27
0&M $746,906 $1,315,125 $1,355,178 $1,397,143 $1,441,143
IPF
C :anttiessd by 437,600 $7,000 $108,000 $8,000 58,000
Total
$784,506 $1,322,125 $1,463,178 $1,405,143 $1,449,143
Expenses

5.1.2.1 Operating Expenses and Forecast

The GID’s O&M expenses consist of ongoing annual costs which can generally be classified as treatment,
distribution, and administrative. Over the 5-year study period, the total process water O&M expenses are
projected to increase from $747 thousand in FY 23 to approximately $1.4 million by FY 27.

FARR WEST
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5.1.2.2 Capital Projects and Funding

The 5-year process water CIP shown in Table 27 includes $168 thousand in repair and replacement
projects through FY 27. Table 17 breaks down the CPI costs by fiscal year. All projects will be funded
through user rates and unrestricted cash reserves.

Table 27: Process Water Repair and Replacement Capital Projects

Project \ Cost
Structure, Equipment, and Automotive $168,000

Table 28: 5-year Outlook on Repair and Replacement Capital Project Costs

$37,600 $7,000 $108,000 $8,000 $8,000

5.1.3 Revenue Requirement Analysis and Results

The adequacy of rates was evaluated in each FY using the estimated revenue and expense data that was
summarized in the previous sections. The financial model compared rate revenues with expenses to
identify any shortfalls that may occur during the study period. Since the process water system is a new
utility, the required revenues from user rates were established at an amount sufficient to cover annual
expenses throughout the study period. As seen in Figure 9, CPI adjustments are sufficient to keep the
process water utility solvent throughout the study period.

$1,600,000

$1,400,000
$1,200,000
$1,000,000
mmmm CIP Paid By Rates
$800,000
mmmm Annual Operating Expenses
$600,000 e Revenue from Proposed Rates
$400,000
$200,000
s-

2023 2024 2025 2026 2027

Figure 9: 5-Year Cash Flow Analysis

5.1.4 Reserve Account Analysis

This analysis assumes that the process water fund will receive $750k from the water and sewer utilities in
FY 23. The inter-fund transfer, along with proposed user rates, will allow the process water fund to
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maintain a positive ending cash balance throughout the study period. As outlined in Figure 10 and
Appendix D, the GID is projected to end FY 26 with a cash ending balance of $466 thousand while meeting
the restricted reserve requirement.

$500,000
$450,000

$400,000

$350,000
$300,000
s M Free Cash

250,000

W Operating Reserve

$200,000
$150,000
$100,000

$50,000

$-

2023 2024 2025 2026 2027

Figure 10: Process Water Operating Fund Cash Reserves Outlook

5.2 PROCESS WATER COST OF SERVICE ANALYSIS

After revenue adjustments have been identified, the CoS analysis proportionally allocated the GID’s cost
to serve existing customers to the corresponding customer classes. The elements of service presented in
Table 29 through Table 31, are cost categories used to determine how capital costs were allocated. These
elements are defined as the following:

e Customer - Fixed costs that are directly proportional to the number of customers served by the
utility. These costs are not impacted by process water usage and apply to all customers, equally.

e Meter — Fixed costs that are associated with the size or capacity of the process water system.
These costs are allocated based on the maximum potential process water use each customer
could demand from the system.

e Base - Variable costs that are associated with providing the volume of process water and system
capacity to meet base demands consistent with average annual process water use. These costs
are directly proportional to process water use.

e Peak — Variable costs that are associated with providing the volume of process water and system
capacity to meet peak demands. These costs are directly proportional to process water use.

5.2.1 Process Water Plant-in-Service Allocation

An analysis of the GID’s existing assets suggests that the majority of the cost to construct the process
water system was driven by peak system demands. The Plant-in-Service allocation is used to distribute
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future deprecation, capital outlay, and debt service costs. The Plant-in-Service allocation breakdown is
presented in Table 29.

Table 29: Allocation of the Existing Process Water System

Total
100% |

Peak
48% |

Base
46% |

Customer Meters \
0% | 6% |

5.2.2 O&M Cost Allocation

O&M costs were allocated to the elements of service to identify costs incurred to operate the process
water system. FY 24 expenses were used to develop an allocation breakdown. The results of the percent
breakdown are summarized in Table 30.

Table 30: O&M Allocation Breakdown

Customer Meters \ Base Peak \ Total
13% 20% 33% 34% 100%
$170,689 $267,784 $435,242 $441,410 $1,315,125

Fixed costs, which do not vary based on system capacity or how much process water is consumed, were
allocated to the customer element of service. The largest portion of annual costs is a function of system
capacity and the level of service the utility provides on an annual basis and was allocated proportionally
to the volume of process water a customer can demand. This volume is based on meter size and is
therefore distributed to the meter element of service. Services and supply expenses, such as chemicals
and gasoline, were split between base and peak elements of service since these costs directly correlate
with process water consumption. Professional services that include non-physical services to help manage
and improve the process water system were allocated according to the Plant-in-Service distribution shown
in Table 29.

5.2.3 Revenue Requirement Allocation

The final step of the allocation process applied the Plant-in-Service and O&M allocation breakdowns to
develop the FY 24 revenue requirement. In addition to the fixed and variable costs that make up the
revenue requirement, the CoS analysis takes into account budgeted non-rate budgeted revenues and net
cash flow projections to offset budgeted expenses, bringing the revenue requirement to $S1.4million. The
revenue requirement allocation breakdown is presented in Table 31.

Table 31: Revenue Requirement Allocation

ReYenue Customer Meters Base Peak Total
Requirement

Allocation 13% 20% 33% 34% 100%
Distribution $178,825 $280,970 $459,403 $465,954 $1,385,152

5.2.4 Cost Distribution to Customer Classes

At this stage of the process water utility, with only 4 customers, there is no clear distinction between
customer classes. As a result, this study applied the revenue requirement allocation directly to the 4
customers anticipated to transfer to the process water utility in FY 23. The revenue requirement is shown
in Table 31.
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5.3 RATE DESIGN AND PROPOSED PROCESS WATER RATES

To develop a representative rate structure, this study assessed the financial impacts on the process water
fund when rates were set according to the CoS approach The cost distribution to each customer class was
further apportioned to unit cost per customer to calculate the proposed user rates. Table 32 outlines the
proposed rates for FY 23. The 5-year rate schedule can be found in Appendix A. Rates in FY 23 are actual,
and all future years include an estimated annual CPI increase of 2.9 percent. Actual rate adjustments in
years FY 23 through 26 may differ slightly should CPI values exceed or trail a 2.9 percent increase.

Table 32: Process Water Fund Cost of Service Rates in FY 23

e |

Customer $3,620.54
3/4" $199.60
1" $332.67
@ 1-1/2" $665.33
e 2" $1,064.53
L
S 3" $2,129.06
% 4" $3,326.65
S 6" $6,653.31
8" $10,645.29
10" $27,943.89
Volume per
ol $2.68

User rates for the process water customers were developed using the key factors as follows:

e Customer Charge: The proportional share of expenses that are driven solely by the number of
customers in the utility. This cost was $3,620.50 and is the same for all customer classes.

e Meter Charge: Larger meter sizes are associated with having a greater process water demand and
consequently, take a greater toll on the system. Therefore, customers will be charged in
proportion to their meter size in accordance with the equivalent meter ratio as defined by AWWA
(Appendix E).

e Volume: In addition to the fixed charges, the volume charge is proportional to the amount of
process water consumed in a month, per kgal.
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6.0 CONCLUSION

Based on the analysis of the GID’s revenues and expenses, this study proposes annual rate increases plus
a CPl adjustment for both the water and sewer utilities. The proposed process water rates were developed
and only require adjustments equal to CPI during the study period. In addition to the rates recommended,
Farr West highly advises the GID to revisit rates annually. Although a five-year rate plan might be in place,
an annual review is critical to assess how the rate adjustments have impacted usage behaviors and what
true revenues and expenditures are with the new process water utility in operation.
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APPENDIX A — 5-YEAR RATE SCHEDULE AND SAMPLE BILLS
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Proposed User Rates

SUMMARY OF PROPOSED WATER RATES

Commercial Customers

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Customer $37.61 $38.70 $45.80 $49.48 $50.92
Fire $109.37 $112.54 $133.17 $143.89 $148.06
Total $146.98 $151.24 $178.97 $193.37 $198.98
Fixed
3/4" $31.02 $31.91 $37.77 $40.80 $41.99
1" $51.69 $53.19 $62.94 $68.01 $69.98
g 112 $103.38 $106.38 $125.89 $136.01 $139.96
s 2" $165.41 $170.21 $201.42 $217.62 $223.93
o 30 $330.83 $340.42 $402.84 $435.25 $447.87
g 4 $516.92 $531.91 $629.43 $680.07 $699.79
< 6" $1,033.84 $1,063.82 $1,258.87 $1,360.14 $1,399.59
8" $1,654.14 $1,702.11 $2,014.19 $2.,176.23 $2.239.34
10" $4.342.11 $4.468.03 $5.287.24 $5.712.60 $5,878.27
Volume $3.44 $3.54 $4.19 $4.53 $4.66
per kgal:
Industrial Customers
FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Customer $37.61 $38.70 $45.80 $49.48 $50.92
Fire $218.73 $225.08 $266.34 $287.77 $296.12
E:’;jé $256.34 $263.78 $312.14 $337.25 $347.03
3/4" $31.02 $31.91 $37.77 $40.80 $41.99
L $51.69 $53.19 $62.94 $68.01 $69.98
1112 $103.38 $106.38 $125.89 $136.01 $139.96
S on $165.41 $170.21 $201.42 $217.62 $223.93
O 3n $330.83 $340.42 $402.84 $435.25 $447.87
g4 $516.92 $531.91 $629.43 $680.07 $699.79
S 6" $1,033.84 $1,063.82 $1,258.87 $1,360.14 $1,399.59
8" $1,654.14 $1,702.11 $2,014.19 $2,176.23 $2.239.34
10" $4342.11 $ 4.468.03 $5.287.24 $5.712.60 $5,878.27
Volume $3.44 $3.54 $4.19 $4.53 $4.66

per kgal:




Proposed User Rates

Hydrant Customers

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Volume $3.44 $ 3.54 $4.19 $4.53 $ 4.66
per kgal:
Irrigation Customers
FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Customer $37.61 $38.70 $45.80 $49.48 $50.92
Fire $- $- $ - $- $ -
Total $37.61 $38.70 $45.80 $49.48 $50.92
Fixed
3/4" $31.02 $31.91 $37.77 $40.80 $41.99
. 1" $51.69 $53.19 $62.94 $68.01 $69.98
S 1-12 $103.38 $106.38 $125.89 $136.01 $139.96
s 2" $165.41 $170.21 $201.42 $217.62 $223.93
© 3" $330.83 $340.42 $402.84 $435.25 $447.87
g 4 $516.92 $531.91 $629.43 $680.07 $699.79
< 6" $1,033.84 $1,063.82 $1,258.87 $1,360.14 $1,399.59
8" $1,654.14 $1,702.11 $2.014.19 $2,176.23 $2.239.34
10" $4.342.11 $4.468.03 $5,287.24 $5,712.60 $5,878.27
Volume $3.44 $3.54 $4.19 $4.53 $4.66

per kgal:




Proposed User Rates

SUMMARY OF PROPOSEDSEWER RATES

Commercial and Industrial Customers

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Base $392.42 $ 403.80 $ 560.94 $634.93 $ 653.34
Volume $2.37 $2.44 $3.38 $3.83 $3.94
per kgal:

High Strength Industrial Customers

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Base $392.42 $ 403.80 $ 560.94 $ 634.93 $ 653.34
Volume $3.10 $3.19 $4.43 $5.02 $5.16
per kgal:
TDS Mitigation Charge:
Average Actual TDS mg/1 500 Cost per year

Cost of RO Plant' $10,651,393 | 1% RO Plant Cost $ 106,514




Proposed User Rates

SUMMARY OF PROPOSED PROCESS WATER RATES

per kgal:

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Customer | $3,620.54 $3.725.53 $3.833.57 $3.944.75 $4.059.14
3/4" $199.60 $205.39 $211.34 $217.47 $223.78
3 G $332.67 $342.31 $352.24 $362.45 $372.97
g1 112 $665.33 $684.63 $704.48 $724.91 $745.93
g 2" $1,064.53 $1,095.40 $1,127.17 $1,159.86 $1,193.49
o 3" $2.129.06 $2.190.80 $2.254.33 $2.319.71 $2.386.98
g 4" $3,326.65 $3.423.13 $3,522.40 $3,624.55 $3,729.66
S 6" $6,653.31 $6,846.25 $7.044.80 $7.249.09 $7.459.32
8" $10,645.29 $10,954.01 $11,271.67 $11,598.55 $11,934.91
10" $27.943.89 $28.754.27 $29.588.14 $30,446.20 $31.329.14
Volume $2.68 $2.76 $2.84 $2.92 $3.01
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TRI GID

Process Water Sample Bill (2024)

Process Water Sample Bill (2024)

Account Number Meter Size A?ln’ gg(l)lg]:?)ge Customer Cost Meter Cost (re)l{ullg; (:{ ::le) Monthly Cost Annual Cost
10006680 6 92,794 | § 3,72553 | § 6,846.25 [ $ 276 | $ 31,928.17 | § 383,138.03
10011300 4 6,239 | § 3,725.53 | § 342313 [ $ 276 | $ 8,584.55 | $ 103,014.64
10011370 8 2359771 $ 3,72553 | § 10,954.01 | $ 276 | $ 68,989.25 | § 827,871.00
10011380 3 48 [ $ 3,72553 | § 2,190.80 | $ 276 | $ 592738 | $ 71,128.56

Potable Water Sample Bill (2024)

Account Number Meter Size A?ll: 33;[;:1)3 ( Cuslt;::;rcf-slt?ire ) Meter Cost (:)721“1138 ;{ ::f) Monthly Cost Annual Cost
10006680 6 92,794 | $ 263.78 | $ 1,063.82 | $ 3441 8 27,928.55 | $ 335,142.54
10011300 4 6239 | § 263.78 | $ 531911 8 35418 2,637.46 | $ 31,649.49
10011370 8 235977 | $ 263.78 | $ 1,702.11 | $ 3541 8 71,626.92 | $ 859,523.02
10011380 3 48 [ $ 263.78 | $ 34042 | $ 35418 61837 1§ 7,420.42

Comparison
Potable Water Process Water Difference

Account Number Monthly Cost Annual Cost Monthly Cost Annual Cost Monthly Cost Annual Cost
10006680 $ 27,929 | § 335,143 | § 31,928 | § 383,138 | § 4,000 | $ 47,995
10011300 $ 2,637 | $ 31,649 | $ 8,585 | § 103,015 | $ 59471 8 71,365
10011370 $ 71,627 | $ 859,523 | § 68,989 | § 827,871 | $ (2,638)| $ (31,652)

10011380 $ 618 $ 7,420 | $ 5927 | $ 71,129 | $ 5309 | § 63,708

Page 1
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APPENDIX B — WATER UTILITY RATE MODEL SHEETS
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APPENDIX E—- AWWA WATER METER EQUIVALENT RATIO
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AWWA Meter Equivalent

Max Rated Safe Operating

Meter Size Flow Factor
Flow gpm
3/4" 30 1.0
1" 50 1.7
1-1/2" 100 33
2" 160 5.3
3" 320 10.7
4" 500 16.7
6" 1000 333
8" 1600 53.3
10" 4200 140.0
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APPENDIX F — TMWRF EFFLUENT AGREEMENT BASE RATE
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FARR WEST

ENGINEERING

TECHNICAL MEMORANDUM
TRI GID
PROCESS WATER RATE STUDY

Prepared For: Shari Whalen, P.E.

Prepared By: Lucas Tipton, P.E.

Reviewed By: Brent Farr, P.E.

Date: April 22,2022

Subject: Proposed TMWRF Commodity Rate

1.0 BACKGROUND

The TRI GID contracted with Farr West Engineering in January 2022 to conduct a utility rate study for the
water, sewer, and process utilities through fiscal year ending in 2027 (FY 27). As part of the analysis for
the proposed process utility, it is understood that the GID will need to purchase effluent from TMWRF on

a volumetric basis (i.e., per kgal).

The intent of this memorandum is to document the assumptions and methodology used to determine a
representative and appropriate unit rate to recover the costs incurred by the City of Sparks and the City of
Reno related to pumping effluent into the TRI GID process system.

1.1  ASSUMPTIONS AND METHODOLOGY

Key assumptions used to calculate unit cost of service for pumping effluent include:

Item Value
Estimated Volume of Water Pumped 500 acre-feet
Power per Pump 400 hp
Number of Pumps 4
Flow Rate per Pump 2,027 —2,250!

Unit Cost of Electricity

$0.14 per kWh

Operator Labor Required

6.5 hours per week

Annual Cost of Full Time Employee (FTE)

$100,000 (salary + benefits)

Installation Cost of TMWRF Specific Facilities

$4,600,000

Service Life of Pumping Facility

40 years

1 — With a single pump on the facility operates at flow rate of 2,250 gpm. When all four pumps are pumping in parallel the flow

rate per pump is reduced to 2,027 gpm for a total flow of 8,108 gpm.

FARR WEST

ENGINEERING
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This analysis uses three specific sources of cost recovery for the TMWREF facility. These sources are:

e Electricity
e Labor
e Depreciation

Electricity

TMWREF will incur electrical costs to pump effluent into the TRI GID system which are directly correlated
to the total power consumption of the facility. The total power consumption of the facility is a function of
the size of motors on each pump, the number of pumps in operation, and the total time each pump is in
operation.

COStelectricity = 0.7457 X npumps X Pper pump X toperation X $kWh

Npumps = 4

Pper pump= 400 hp

toperation = 335 hours (for 500 acre-feet)
Siwn = $0.14 per kWh

The total cost of electricity to pump 500 acre-feet of effluent was found to be $55,942. This cost is directly
proportional to the total volume pumped so it can simply be scaled up or down by dividing the total volume
pumped by 500 acre-feet if actual volumes differ from the projected volume.

Labor

The cost of labor associated with the operation of the facility is slightly more difficult to estimate than
electrical costs because the facility was designed to operate with minimal operational oversight and there
is no history of operations to base values on. The operation & maintenance activities considered in
estimating the labor total were as follows:

e Daily inspection (0.5 hr per day)
e Operational log review (1 hr per week)
¢ Routine maintenance (1 day per month)

The time allotted to these routine activities equate to 6.5 hours per week or 16.3 percent of a FTE. Using
the estimated cost of an FTE stated previously, the total labor cost becomes:

0.16 X $100,000 = $16,250
Depreciation

It is common for utility rates to include a charge to replace equipment after it has reached the end of its
useful life. The calculation for this charge uses straight-line depreciation to estimate the annual recovery
cost for the utility to use to replace the facility and/or equipment. The annual depreciation cost component
was calculated as follows:

Installation cost of facility = $4,600,000
Service Life of Facility = 40 years
$4,600,000

Annual Depreciation = 20 $115,000

TRI GID
FA RR WE ST 2 Process Water Rate Study
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2.0 ANNUAL CHARGE AND UNIT COST

Combining the electricity, labor, and depreciation costs the estimated annual fee of $187,192 is required
for 500 acre-feet of effluent. Farr West recommends two options for how this fee can be assessed to the
TRI GID on an annual basis.

Option 1 - This fee could be reduced to a single volumetric charge of $1.15 per kgal of water pumped, or

Option 2 - The fee could be split into a base fee of $131,250 (depreciation + labor fixed costs) plus a
volumetric charge of $0.34 per kgal for the electricity charges.

The benefit of Option 1 is that it is the most simplistic by charging a single fee based on gallons of water
pumped. However, this unit rate could result in insufficient cost recovery if less than 500 acre-feet are
provided in any one year, and/or excessive cost recovery if more than 500 acre-feet are delivered to the TRI
GID. Option 2 ensures that TMWREF’s fixed costs are recovered annually and collects the correct total for
electricity costs no matter the volume of effluent provided.

Ultimately, the City of Reno, City of Sparks, and the TRI GID should commit to revisiting this unit rate
within 3 years of operations (e.g., by 2025) in order to update any estimated costs with actual expense
records. The fees detailed in this memorandum also do not constitute the full expense of operating the
process water utility or include all fees which the GID needs to pay other entities on an annual basis. For
example, TMWA assesses the GID an Operations & Resource Fee of $47 per acre-foot of effluent and is
entitled to collecting legal fees associated with providing up to 4,000 acre-feet of effluent to the TRI GID.

TRI GID
FA RR WE ST 3 Process Water Rate Study
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TMWRF Unit Rate Calc

Total Water Delivered 500|ac-ft
Flow Rate Total 8108|gpm
Number of Pumps 4
HP per Pump 400
Hours of Pump Operation 335(hours
Unit Cost of Electricity $0.14|S/kWh
Cost of Electricity $55,941.77
Number of hours per week 6.5
FTE Ratio 0.1625
FTE Salary + Benefits| $ 100,000
Operator Cost| $ 16,250
Installation Cost of TMWRF Equipment| $ 4,600,000
Service Life of Facility 40
Annual Depreciation| $ 115,000
Annual Charge | $187,191.77|
Commodity Charge| $1.15|per kgal
Ba.se Charge $131,250.00 Option 2
Commodity Charge $0.34|per kgal

TRI GID
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Exhibit B
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TRI General Improvement District

Notice of Public Hearing

Pursuant to NRS 318.199, the general public and all users of water and sewer
service within the TRI General Improvement District (“TRIGID”) are hereby given
notice that the TRIGID Board of Trustees will hold a public hearing to modify the water
and sewer rates, tolls and charges schedule and create a process water rate, toll, and

charge schedule for TRIGID.
The hearing will be held at 1705 Peru Drive, McCarran, Nevada and via Zoom:

Join Zoom Meeting:

https://zoom.us/}/7097790662

Dial by your location:
+1 669 900 6833 US
Meeting ID: 709 779 0662
The hearing will be held at 2:00 p.m. on July 7, 2022.
The general public and all potential users of water and sewer services of TRIGID are

invited to attend and shall be afforded a reasonable opportunity to submit data, views and
arguments orally or in writing.

Copies of the proposed rates can be requested by contacting:

TRI General Improvement District
c/o Courtney Dunn

1705 Peru Drive Suite 104
McCarran, Nevada 89347
(775)636-6126
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