ROMSEVHEE
REQUEST FOR COUNCIL ACTION

Date:December 7, 2020
Item No.: 7.d

Department Approval City Manager Approval
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Item Description: Review the 2021 Utility Rate Adjustments

BACKGROUND

The City’s utility or enterprise operations are funded primarily by user fees and are operated as separate,
stand-alone functions. Over the past several months, city staff has been reviewing the City’s utility
operations to determine what customer rate adjustments are necessary for 2021. The City engaged Ehlers
to perform a comprehensive utility rate study of the Water and Storm Drainage Funds based on the cash
situations in these two funds.

Operational Review

Water Fund Operations

We engaged Ehlers to perform a utility study on this fund which was presented at the October 19"
Council meeting. Ehlers presented two separate options. Both introduce new water usage tier rates for
Residential, Commercial and Apartment properties. Both options realign who pays for water versus
who uses water to provide more equity and the definition of fixed costs versus variable costs adheres to
the industry standards. Option 2 provides for an average of capital costs to be included in the fixed
costs, which is more in line with our current structure. Option 1 would put the average capital costs on
the usage/variable side of the rates. Public Works Director, Finance Director and City Manager are
supportive of Option 2 based on the inclusion of the capital costs in the fixed rate and the more
moderated impact on the non-residential users. Option 2 provides reduced costs for residential users
and reinforces conservation rates.

Storm Drainage Operations

The City provides for the management of storm water drainage to prevent flooding and pollution
control, as well as the street sweeping program. The cash balance in this fund had been steadily
declining so this fund was included in the utility rate study done by Ehlers. The study showed that the
current rate structure is equitable and needs a steady increase of 4% for the next four years to build up
some reserves to pay for the capital needs in this fund. After four years, the rate increases will level off
to about 1% annually thereafter. Staff will continue to monitor this fund and the needed capital
projects.

Sanitary Sewer Operations

The City maintains a sanitary sewer collection system to ensure the general public’s health and general
welfare. For 2021, the operational costs are expected to decrease by 2.84% mainly as a result of a
decrease in the costs charged by the Metropolitan Council Environmental Services Division (MCES).
While they have increased costs of treatment, the City’s share of flow has decreased the overall cost to
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the City of Roseville. The capital outlay that is factored into the rates is based on a 5 year average and
that number has increased from $958,000 to $1,349,000 based on a correction in that formula linkage.

The Base rates require a 3.5% increase to cover the fixed costs which are operational and capital only.
The usage rates require a modest 1.92% increase to cover the MCES total costs.

Recycling Operations

The recycling operation provides for the contracted curbside recycling pickup throughout the City and
related administrative costs. The primary operating cost is the amounts paid to a contractor to pick up
recycling materials. 2020 had significant increases as a result of higher contractor costs. The market
for recycled materials is a global one, and it had declined significantly during the prior year. For 2021,
which is the last year of our current contract, the City has budgeted a 3.74% increase in the contract
costs. A customer rate increase from $9 per quarter to $9.36 (4%) has been proposed to accommodate

the higher costs.

Recommended Rates for 2021

The following table provides a detailed breakdown of the proposed rates including the rate structure
which depicts how the operating cost burden is distributed to various customer types. The table also
shows the Water rate options from the Ehlers Utility Rate Study.

Water Base Rate Category
Single-Family Residential
Single-Family Residential: Low-Income Discount
Non-SF Residential (5/8" Meter)
Non-SF Residential (1.0" Meter)
Non-SF Residential (1.5" Meter)
Non-SF Residential (2.0" Meter)
Non-SF Residential (3.0" Meter)
Non-SF Residential (3.0" Compound Meter)
Non-SF Residential (4.0" Meter)
Non-SF Residential (4.0" Compound Meter)
Non-SF Residential (6.0" Meter)
** Low Income Discount on sewer only

Water Usage Rate Category
SF Residential: Up to 15,000 gals./qtr

SF Residential: 15,001 to 30,000 gals./qtr

SF Residential: Over 30,000 gals./qtr (winter rate)
SF Residential: Over 30,000 gals./qtr (summer rate)
Apartments: Up to 8,000 gals/unit/qtr
Apartments: 8,001- 15,000 gals/unit/qtr
Apartments: Over 15,000 gals./unit/qtr
Commercial: Up to 60,0000 gals./qtr

Commercial: 60,001 to 400,0000 gals./qtr
Commercial: Over 400,000 gals./qtr

Non-SF Residential (winter rate)

Non-SF Residential (summer rate)

Irrigation Water Usage

Rates are per 1,000 gallons

2020
Rate
$ 62.10
4035
62.10
77.65
124.00
233.00
465.80

931.65

1,758.00

2020
Rate

$ 230
2.55
2.75

3.00
3.20

2021

Rate
§ 6334
41.17
63.34
79.20
126.48
237.66
475.12

950.28

1,900.62

2021
Rate

§ 345
3.80
4.15

4.50
4.84

Ehlers Utility Rate Study

Comments Option 1 Option 2
Standard SF rate 18.88 34.57
Standard SF rate x 0.65 18.88 34.57
Standard SF rate 18.88 34.57
Standard SF rate x 1.25 47.20 86.43
Standard SF rate x2.00 94.40 172.85
Standard SF rate x3.75 151.04 276.56
Standard SF rate x7.50 302.08 553.12

330.40 604.98
Standard SF rate x 15.00 472.00 864.25
566.40 1,037.10
Standard SF rate x 30.00 1,510.40 2,765.60

Ehlers Utility Rate Study

Comments Option 1 Option 2
3.90 3.18
Standard SF rate 4.88 3.98
Standard SF rate +10% 6.10 498
Standard SF rate +20% 6.10 4.98
per unit basis 3.90 3.18
per unit basis 4.88 3.98
per unit basis 6.10 498
3.90 3.18
4.88 3.98
6.10 4.98
Standard SF rate +30%
Standard SF rate +40%
497 4.50
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2020 2021

Sewer Base Rate Category Rate Rate
Single-Family Residential $ 4025 $ 41.66
Single-Family Residential: Low-Income Discount 26.15 27.08
Multi-Family Residential (townhomes) 40.25 41.66
Multi-Family Residential (apartments & condos) 28.25 29.24
Non-SF Residential (5/8" Meter) 30.10 31.15
Non-SF Residential (1.0" Meter) 60.25 62.36
Non-SF Residential (1.5" Meter) 90.40 93.56
Non-SF Residential (2.0" Meter) 140.90 145.83
Non-SF Residential (3.0" Meter) 291.85 302.06
Non-SF Residential (4.0" Meter) 583.70 604.13
Non-SF Residential (6.0" Meter) 1,167.40 1,208.26

Multi-family rate is per housing unit

2020 2021

Sewer Usage Rate Category Rate Rate
Residential $ 260 $ 265
Non-Residential 6.00 6.12

Rates are per 1,000 gallons

2020 2021

Stormwater Base Rate Category Rate Rate
Single-Family Residential & Duplex $§ 1425 $§ 1454
Multi-Family & Churches 110.30 112.51
Cemeteries & Golf Course 10.70 10.91
Parks 33.20 33.86
Schools & Community Centers 53.65 54.72
Commercial & Industrial 220.50 22491

Rates for single-family are per housing unit; all others are per acre

2020 2021

Recycling Rate Category Rate Rate
Single-Family $ 900 $ 930
Multi-Family 9.00 9.30

Comments
Standard SF rate
Standard SF rate x0.65
Standard SF rate x 1.00
Standard SF rate x0.70
Standard SF rate x0.75
Standard SF rate x 1.50
Standard SF rate x2.25
Standard SF rate x3.50
Standard SF rate x7.25
Standard SF rate x 14.50
Standard SF rate x29.00

Comments
Standard rate
Standard rate x2.30

Comments
Standard SF rate
Standard SF rate x7.75
Standard SF rate x0.75
Standard SF rate x2.35
Standard SF rate x3.75
Standard SF rate x 15.50

Comments
Standard rate
Standard rate

Based on Staff analysis and the Ehlers Utility Rate study, the estimated impact to a Single Family

Home for all four utility funds is as follows:
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Utility Rate Impact:

Service
Water - base fee
Water - usage fee
Sanitary Sewer - base fee
Sanitary Sewer - usage fee
Storm Sewer
Recycling

Single Family Home (Quarterly)

Total per Quarter  $§ 181.80

Percentage Change

PoLICcY OBJECTIVE

Old Model Ehlers  Ehlers

2020 2021 $ Increase Option 1  Option 2
62.10 63.34 1.24 18.88 34.57
27.60 41.40 13.80 46.80 38.16
40.25 41.66 1.41 41.66 41.66
28.60 29.15 0.55 29.15 29.15
14.25 14.54 0.29 14.54 14.54
9.00 9.36 0.36 9.36 9.36

$ 19945 $ 17.65 $ 160.39 $167.44

9.71% -11.78%  -7.90%

An annual review of the City’s utility rate structure is consistent with governmental best practices to
ensure that each utility operation is financially sound.

FINANCIAL IMPACTS
See above.

STAFF RECOMMENDATION

Staff recommends the rate adjustments as shown in the report and recommends the Ehlers option 2 for
the Water Utility rates. The Public Works, Environment & Transportation Commission reviewed and

recommended the Ehlers option 2 for the water rates.
recommended the Ehlers option 1 for the water rates.

REQUESTED COUNCIL ACTION

Motion to approve one of the 2 attached resolutions establishing the 2021 Utility Rates.

Prepared by: Michelle Pietrick, Finance Director

Attachments:

oowx

Resolution establishing the 2021 Utility Rates, using the Ehlers Water Model Option 1
Resolution establishing the 2021 Utility Rates, using the Ehlers Water Model Option 2
Utility rate discussion — November 9. 2020 council packet

Ehlers Utility Rate Presentation — October 19, 2020 council meeting

The Finance Commission reviewed and

Page 4 of 12



Attachment A
(Ehlers Water Model 1)

EXTRACT OF MINUTES OF MEETING OF THE
CITY COUNCIL OF THE CITY OF ROSEVILLE

Pursuant to due call and notice thereof, a regular meeting of the City Council of the City of Roseville,
County of Ramsey, Minnesota was duly held on the 7th day of December, 2020 at 6:00 p.m.

The following members were present:

Member

and

RESOLUTION

, and the following were absent:

introduced the following resolution and moved its adoption:

RESOLUTION ESTABLISHING THE 2021 UTILITY RATES

NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Roseville, Minnesota, the
water, sanitary sewer, storm drainage, and recycling rates are established for 2021 as follows:

Water Base Rate Category
Single-Family Residential
Single-Family Residential: Low-Income Discount
Non-SF Residential (5/8" Meter)
Non-SF Residential (1.0" Meter)
Non-SF Residential (1.5" Meter)
Non-SF Residential (2.0" Meter)
Non-SF Residential (3.0" Meter)
Non-SF Residential (3.0" Compound Meter)
Non-SF Residential (4.0" Meter)
Non-SF Residential (4.0" Compound Meter)
Non-SF Residential (6.0" Meter)
** Low Income Discount on sewer only

Water Usage Rate Category
SF Residential: Up to 15,000 gals./qtr

SF Residential: 15,001 to 30,000 gals./qtr

SF Residential: Over 30,000 gals./qtr (winter rate)
SF Residential: Over 30,000 gals./qtr (summer rate)
Apartments: Up to 8,000 gals/unit/qtr
Apartments: 8,001- 15,000 gals/unit/qtr
Apartments: Over 15,000 gals./unit/qtr
Commercial: Up to 60,0000 gals./qtr

Commercial: 60,001 to 400,0000 gals./qtr
Commercial: Over 400,000 gals./qtr

Non-SF Residential (winter rate)

Non-SF Residential (summer rate)

Irrigation Water Usage

Rates are per 1,000 gallons

2020
Rate
$ 62.10
4035
62.10
77.65
124.00
233.00
465.80

931.65

1,758.00

2020
Rate

§ 230
2.55
2.75

3.00
3.20

2021
Rate
$ 6334
41.17
63.34
79.20
126.48
237.66
475.12

950.28

1,900.62

2021
Rate

§ 345
3.80
4.15

4.50
4.84

Ehlers

Comments Option 1
Standard SF rate 18.88
Standard SF rate x0.65 18.88
Standard SF rate 18.88
Standard SF rate x 1.25 47.20
Standard SF rate x2.00 94.40
Standard SF rate x3.75 151.04
Standard SF rate x7.50 302.08
330.40

Standard SF rate x 15.00 472.00
566.40

Standard SF rate x30.00 1,510.40

Ehlers Utilit

Comments Option 1
3.90
Standard SF rate 4.88
Standard SF rate +10% 6.10
Standard SF rate +20% 6.10
per unit basis 3.90
per unit basis 4.88
per unit basis 6.10
3.90
4.88
6.10
Standard SF rate +30%
Standard SF rate +40%
497
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Sewer Base Rate Category
Single-Family Residential
Single-Family Residential: Low-Income Discount
Multi-Family Residential (townhomes)
Multi-Family Residential (apartments & condos)
Non-SF Residential (5/8" Meter)
Non-SF Residential (1.0" Meter)
Non-SF Residential (1.5" Meter)
Non-SF Residential (2.0" Meter)
Non-SF Residential (3.0" Meter)
Non-SF Residential (4.0" Meter)
Non-SF Residential (6.0" Meter)

Multi-family rate is per housing unit

Sewer Usage Rate Category
Residential
Non-Residential

Rates are per 1,000 gallons

Stormwater Base Rate Category
Single-Family Residential & Duplex
Multi-Family & Churches
Cemeteries & Golf Course
Parks
Schools & Community Centers
Commercial & Industrial

2020

Rate
$ 40.25
26.15
40.25
28.25
30.10
60.25
90.40
140.90
291.85
583.70
1,167.40

2020

Rate
§ 260
6.00

2020

Rate
$ 1425
110.30
10.70
33.20
53.65
220.50

2021

Rate
§ 41.66
27.08
41.66
29.24
31.15
62.36
93.56
145.83
302.06
604.13
1,208.26

2021
Rate
§ 265

6.12

2021

Rate
§ 1454
112.51
10.91
33.86
54.72
22491

Rates for single-family are per housing unit; all others are per acre

Recycling Rate Category
Single-Family
Multi-Family

Meter Security Deposit

5/8" Meter

3/4" Meter

1.0" Meter

1.5" Meter

2.0" Meter (Disc)

2.0" Meter (Compound)

3.0" Meter

6.0" Meter

2020

Rate
$ 9.00
9.00

2020
Rate
$ 190.00
215.00
240.00
440.00
535.00
1,340.00
1,910.00
5,430.00

2021

Rate
$ 930
9.30

2021
Rate
$ 190.00
215.00
240.00
440.00
535.00
1,340.00
1,910.00
5,430.00

Comments
Standard SF rate
Standard SF rate x0.65
Standard SF rate x 1.00
Standard SF rate x0.70
Standard SF rate x0.75
Standard SF rate x 1.50
Standard SF rate x2.25
Standard SF rate x3.50
Standard SF rate x7.25
Standard SF rate x 14.50
Standard SF rate x29.00

Comments
Standard rate
Standard rate x2.30

Comments
Standard SF rate
Standard SF rate x7.75
Standard SF rate x0.75
Standard SF rate x2.35
Standard SF rate x3.75
Standard SF rate x 15.50

Comments
Standard rate
Standard rate

Comments
Based on approx meter cost
Based on approx. meter cost
Based on approx. meter cost
Based on approx. meter cost
Based on approx. meter cost
Based on approx. meter cost
Based on approx. meter cost
Based on approx. meter cost
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The motion for the adoption of the foregoing resolution was duly seconded by member and upon a
vote being taken thereon, the following voted in favor thereof: and , and the following voted
against the same:

WHEREUPON, said resolution was declared duly passed and adopted.
State of Minnesota)

) SS
County of Ramsey)
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I, undersigned, being the duly qualified City Manager of the City of Roseville, County of Ramsey, State
of Minnesota, do hereby certify that I have carefully compared the attached and foregoing extract of
minutes of a regular meeting of said City Council held on the 7th of December, 2020 with the original
thereof on file in my office.

WITNESS MY HAND officially as such Manager this 7th day of December, 2020.

Patrick Trudgeon
City Manager

Seal
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Attachment B
(Ehlers Water Model 2)

EXTRACT OF MINUTES OF MEETING OF THE
CITY COUNCIL OF THE CITY OF ROSEVILLE

Pursuant to due call and notice thereof, a regular meeting of the City Council of the City of Roseville,
County of Ramsey, Minnesota was duly held on the 7th day of December, 2020 at 6:00 p.m.

The following members were present:

Member

and

RESOLUTION

, and the following were absent:

introduced the following resolution and moved its adoption:

RESOLUTION ESTABLISHING THE 2021 UTILITY RATES

NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Roseville, Minnesota, the
water, sanitary sewer, storm drainage, and recycling rates are established for 2021 as follows:

Water Base Rate Category
Single-Family Residential
Single-Family Residential: Low-Income Discount
Non-SF Residential (5/8" Meter)
Non-SF Residential (1.0" Meter)
Non-SF Residential (1.5" Meter)
Non-SF Residential (2.0" Meter)
Non-SF Residential (3.0" Meter)
Non-SF Residential (3.0" Compound Meter)
Non-SF Residential (4.0" Meter)
Non-SF Residential (4.0" Compound Meter)
Non-SF Residential (6.0" Meter)
** Low Income Discount on sewer only

Water Usage Rate Category
SF Residential: Up to 15,000 gals./qtr
SF Residential: 15,001 to 30,000 gals./qtr
SF Residential: Over 30,000 gals./qtr (winter rate)
SF Residential: Over 30,000 gals./qtr (summer rate)
Apartments: Up to 8,000 gals/unit/qtr
Apartments: 8,001- 15,000 gals/unit/qtr
Apartments: Over 15,000 gals./unit/qtr
Commercial: Up to 60,0000 gals./qtr
Commercial: 60,001 to 400,0000 gals./qtr
Commercial: Over 400,000 gals./qtr
Non-SF Residential (winter rate)
Non-SF Residential (summer rate)
Irrigation Water Usage

Rates are per 1,000 gallons

2020
Rate
$ 62.10
4035
62.10
77.65
124.00
233.00
465.80

931.65

1,758.00

2020
Rate

§ 230
2.55
2.75

3.00
3.20

2021

Rate
$ 63.34
41.17
63.34
79.20
126.48
237.66
475.12

950.28

1,900.62

2021
Rate

$ 345
3.80
4.15

4.50
4.84

Ehlers
Comments Option 2
Standard SF rate 34.57
Standard SF rate x 0.65 34.57
Standard SF rate 34.57
Standard SF rate x 1.25 86.43
Standard SF rate x2.00 172.85
Standard SF rate x3.75 276.56
Standard SF rate x7.50 553.12
604.98
Standard SF rate x 15.00 864.25
1,037.10
Standard SF rate x 30.00 2,765.60
Comments Option 2
3.18
Standard SF rate 3.98
Standard SF rate +10% 498
Standard SF rate +20% 498
per unit basis 3.18
per unit basis 3.98
per unit basis 4.98
3.18
3.98
498
Standard SF rate +30%
Standard SF rate +40%
4.50
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Sewer Base Rate Category
Single-Family Residential
Single-Family Residential: Low-Income Discount
Multi-Family Residential (townhomes)
Multi-Family Residential (apartments & condos)
Non-SF Residential (5/8" Meter)
Non-SF Residential (1.0" Meter)
Non-SF Residential (1.5" Meter)
Non-SF Residential (2.0" Meter)
Non-SF Residential (3.0" Meter)
Non-SF Residential (4.0" Meter)
Non-SF Residential (6.0" Meter)

Multi-family rate is per housing unit

Sewer Usage Rate Category
Residential
Non-Residential

Rates are per 1,000 gallons

Stormwater Base Rate Category
Single-Family Residential & Duplex
Multi-Family & Churches
Cemeteries & Golf Course
Parks
Schools & Community Centers
Commercial & Industrial

2020

Rate
$ 40.25
26.15
40.25
28.25
30.10
60.25
90.40
140.90
291.85
583.70
1,167.40

2020

Rate
§ 260
6.00

2020

Rate
$ 1425
110.30
10.70
33.20
53.65
220.50

2021

Rate
§ 41.66
27.08
41.66
29.24
31.15
62.36
93.56
145.83
302.06
604.13
1,208.26

2021
Rate
§ 265

6.12

2021

Rate
§ 1454
112.51
10.91
33.86
54.72
22491

Rates for single-family are per housing unit; all others are per acre

Recycling Rate Category
Single-Family
Multi-Family

Meter Security Deposit

5/8" Meter

3/4" Meter

1.0" Meter

1.5" Meter

2.0" Meter (Disc)

2.0" Meter (Compound)

3.0" Meter

6.0" Meter

2020

Rate
$ 9.00
9.00

2020
Rate
$ 190.00
215.00
240.00
440.00
535.00
1,340.00
1,910.00
5,430.00

2021

Rate
$ 930
9.30

2021
Rate
$ 190.00
215.00
240.00
440.00
535.00
1,340.00
1,910.00
5,430.00

Comments
Standard SF rate
Standard SF rate x0.65
Standard SF rate x 1.00
Standard SF rate x0.70
Standard SF rate x0.75
Standard SF rate x 1.50
Standard SF rate x2.25
Standard SF rate x3.50
Standard SF rate x7.25
Standard SF rate x 14.50
Standard SF rate x29.00

Comments
Standard rate
Standard rate x2.30

Comments
Standard SF rate
Standard SF rate x7.75
Standard SF rate x0.75
Standard SF rate x2.35
Standard SF rate x3.75
Standard SF rate x 15.50

Comments
Standard rate
Standard rate

Comments
Based on approx meter cost
Based on approx. meter cost
Based on approx. meter cost
Based on approx. meter cost
Based on approx. meter cost
Based on approx. meter cost
Based on approx. meter cost
Based on approx. meter cost
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The motion for the adoption of the foregoing resolution was duly seconded by member and upon a
vote being taken thereon, the following voted in favor thereof: and , and the following voted
against the same:

WHEREUPON, said resolution was declared duly passed and adopted.
State of Minnesota)

) SS
County of Ramsey)
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I, undersigned, being the duly qualified City Manager of the City of Roseville, County of Ramsey, State
of Minnesota, do hereby certify that I have carefully compared the attached and foregoing extract of
minutes of a regular meeting of said City Council held on the 7th of December, 2020 with the original
thereof on file in my office.

WITNESS MY HAND officially as such Manager this 7th day of December, 2020.

Patrick Trudgeon
City Manager

Seal
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Attachment C-12/7/20 Council meeting
REQUEST FOR COUNCIL ACTION

Date:November 9, 2020
Item No.: 7.c

Department Approval City Manager Approval

Item Description: Review the 2021 Utility Rate Adjustments

BACKGROUND

Unlike many city services that are supported by property taxes, our utility or enterprise operations are
funded primarily by user fees and are operated as separate, stand-alone functions. Over the past several
months, city staff has been reviewing the City’s utility operations to determine what customer rate
adjustments are necessary for 2021. The City engaged Ehlers to perform a comprehensive utility rate
study of the Water and Storm Drainage Funds based on the cash situations in these two funds.

Operational Review

Water Fund Operations

At December 31, 2019, the Water Fund had to internally borrow $1,234,554 from other funds to
eliminate the cash deficit. This fund has had a steadily declining cash balance for the past four years.
Staff identified that the rate setting formula was changed in 2014 which unfortunately has an error
when converting the water purchased from St. Paul from cubic feet to the Roseville system which is
billed in gallon units. In addition, the capital projects done for the water system have exceed the
averages used in the formula. We engaged Ehlers to perform a utility study on this fund which was
presented at the October 19" Council meeting.

Ehlers presented two separate options, both introduce new water usage tier rates for Residential,
Commercial and Apartment properties. Both options realign who pays for water versus who uses water
to provide more equity and the definition of fixed costs versus variable costs adheres to the industry
standards. Option 2 provides for an average of capital costs to be included in the fixed costs, which is
more in line with our current structure. Option 1 would put the average capital costs on the
usage/variable side of the rates.

Storm Drainage Operations

The City provides for the management of storm water drainage to prevent flooding and pollution
control, as well as the street sweeping program. The cash balance in this fund had been steadily
declining so this fund was included in the utility rate study done by Ehlers. The study showed that the
current rate structure is equitable and needs a steady increase of 4% for the next four years to build up
some reserves to pay for the capital needs in this fund. After four years, the rate increases will level off
to about 1% annually thereafter. Staff will continue to monitor this fund and the needed capital
projects.
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Attachment C-12/7/20 Council meeting

Sanitary Sewer Operations

The City maintains a sanitary sewer collection system to ensure the general public’s health and general
welfare. For 2021, the operational costs are expected to decrease by 2.84% mainly as a result of a
decrease in the costs charged by the Metropolitan Council Environmental Services Division (MCES).
While they have increased costs of treatment, the City’s share of flow has decreased the overall cost to
the City of Roseville. The capital outlay that is factored into the rates is based on a 5 year average and
that number has increased from $958,000 to $1,349,000 based on a correction in that formula linkage.

The Base rates require a 3.5% increase to cover the fixed costs which are operational and capital only.
The usage rates require a modest 1.92% increase to cover the MCES total costs. See Attachment B for
the rate analysis.

Recycling Operations

The recycling operation provides for the contracted curbside recycling pickup throughout the City and
related administrative costs. The primary operating cost is the amounts paid to a contractor to pick up
recycling materials. 2020 had significant increases as a result of higher contractor costs. The market
for recycled materials is a global one, and it had declined significantly during the prior year. For 2021,
which is the last year of our current contract, the City has budgeted a 3.74% increase in the contract
costs. A customer rate increase from $9 per quarter to $9.36 (4%) has been proposed to accommodate
the higher costs. See Attachment B for the rate analysis.

Recommended Rates for 2021

The following table provides a detailed breakdown of the proposed rates including the rate structure
which depicts how the operating cost burden is distributed to various customer types. The table also
shows the Water rate options from the Ehlers Utility Rate Study.

2020 2021 Ehlers Utility Rate Study
Water Base Rate Category Rate Rate Comments Option 1 = Option 2
Single-Family Residential $ 62.10 $ 63.34  Standard SF rate 18.88 34.57
Single-Family Residential: Low-Income Discount 40.35 41.17  Standard SF rate x 0.65 18.88 3457 k%
Non-SF Residential (5/8" Meter) 62.10 63.34  Standard SF rate 18.88 34.57
Non-SF Residential (1.0" Meter) 77.65 79.20  Standard SF rate x 1.25 47.20 86.43
Non-SF Residential (1.5" Meter) 124.00 12648  Standard SF rate x2.00 94.40 172.85
Non-SF Residential (2.0" Meter) 233.00  237.66  Standard SF rate x3.75 151.04 276.56
Non-SF Residential (3.0" Meter) 465.80  475.12  Standard SF rate x 7.50 302.08 553.12
Non-SF Residential (3.0" Compound Meter) 330.40 604.98
Non-SF Residential (4.0" Meter) 931.65 950.28  Standard SF rate x 15.00 472.00 864.25
Non-SF Residential (4.0" Compound Meter) 566.40 1,037.10
Non-SF Residential (6.0" Meter) 1,758.00 1,900.62  Standard SF rate x30.00 1,510.40 2,765.60

** Low Income Discount on sewer only
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2020 2021 Ehlers Utility Rate Study
Water Usage Rate Category Rate Rate Comments Option 1 Option 2
SF Residential: Up to 15,000 gals./qtr 3.90 3.18
SF Residential: 15,001 to 30,000 gals./qtr $§ 230 $ 345 Standard SF rate 4.88 3.98
SF Residential: Over 30,000 gals./qtr (winter rate) 2.55 3.80  Standard SF rate +10% 6.10 4.98
SF Residential: Over 30,000 gals./qtr (summer rate) 275 4.15  Standard SF rate +20% 6.10 4.98
Apartments: Up to 8,000 gals/unit/qtr per unit basis 3.90 3.18
Apartments: 8,001- 15,000 gals/unit/qtr per unit basis 4.88 3.98
Apartments: Over 15,000 gals./unit/qtr per unit basis 6.10 498
Commercial: Up to 60,0000 gals./qtr 3.90 3.18
Commercial: 60,001 to 400,0000 gals./qtr 4.88 3.98
Commercial: Over 400,000 gals./qtr 6.10 498
Non-SF Residential (winter rate) 3.00 450  Standard SF rate +30%
Non-SF Residential (summer rate) 3.20 4.84  Standard SF rate +40%
Irrigation Water Usage 497 4.50
Rates are per 1,000 gallons
2020 2021
Sewer Base Rate Category Rate Rate Comments
Single-Family Residential $ 4025 $ 41.66  Standard SF rate
Single-Family Residential: Low-Income Discount 26.15 27.08  Standard SF rate x 0.65
Multi-Family Residential (townhomes) 40.25 41.66  Standard SF rate x 1.00
Multi-Family Residential (apartments & condos) 28.25 29.24  Standard SF rate x0.70
Non-SF Residential (5/8" Meter) 30.10 31.15  Standard SF rate x0.75
Non-SF Residential (1.0" Meter) 60.25 62.36  Standard SF rate x 1.50
Non-SF Residential (1.5" Meter) 90.40 93.56  Standard SF rate x2.25
Non-SF Residential (2.0" Meter) 140.90 145.83 = Standard SF rate x3.50
Non-SF Residential (3.0" Meter) 291.85 302.06  Standard SF rate x7.25
Non-SF Residential (4.0" Meter) 58370  604.13  Standard SF rate x 14.50
Non-SF Residential (6.0" Meter) 1,167.40 1,208.26  Standard SF rate x29.00
Multi-family rate is per housing unit
2020 2021
Sewer Usage Rate Category Rate Rate Comments
Residential $§ 260 $ 265 Standard rate
Non-Residential 6.00 6.12  Standard rate x2.30
Rates are per 1,000 gallons
2020 2021
Stormwater Base Rate Category Rate Rate Comments
Single-Family Residential & Duplex $ 1425 § 1454  Standard SF rate 2021 rates agree with Ehlers
Multi-Family & Churches 110.30 112.51  Standard SF rate x7.75
Cemeteries & Golf Course 10.70 1091  Standard SF rate x0.75
Parks 33.20 33.86  Standard SF rate x2.35
Schools & Community Centers 53.65 54.72  Standard SF rate x3.75
Commercial & Industrial 220.50 22491  Standard SF rate x 15.50

Rates for single-family are per housing unit; all others are per acre

2020 2021
Recycling Rate Category Rate Rate Comments
Single-Family $ 900 $ 930 Standard rate
Multi-Family 9.00 9.30  Standard rate

Based on Staff analysis and the Ehlers Utility Rate study, the estimated impact to a Single Family
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Home for all four utility funds is as follows:

Utility Rate Impact: Single Family Home (Quarterly)

Old Model Ehlers  Ehlers

Service 2020 2021 $ Increase Option 1  Option 2
Water - base fee 62.10 63.34 1.24 18.88 34.57
Water - usage fee 27.60 41.40 13.80 46.80 38.16
Sanitary Sewer - base fee 40.25 41.66 1.41 41.66 41.66
Sanitary Sewer - usage fee 28.60 29.15 0.55 29.15 29.15
Storm Sewer 14.25 14.54 0.29 14.54 14.54
Recycling 9.00 9.36 0.36 9.36 9.36

Total per Quarter $ 181.80 $ 19945 § 17.65 $ 160.39 $167.44

Percentage Change 9.71% -11.78%  -7.90%

PoLiCcY OBJECTIVE
An annual review of the City’s utility rate structure is consistent with governmental best practices to
ensure that each utility operation is financially sound.

FINANCIAL IMPACTS
See above.

STAFF RECOMMENDATION

Staff recommends the rate adjustments as shown in the report and recommends the Ehlers option 2 for
the Water Utility rates. The Public Works, Environment & Transportation Commission reviewed and
recommended the Ehlers option 2 for the water rates. The Finance Commission will review the utility
rates on November 10™,

Staff recommends the City Council adopt one of the two proposed utiltiy rate models for the Water Fund.

REQUESTED COUNCIL ACTION

The material in this report is provided for infromation only at this point. Final consideration of the
utility rates will occur at the December 7 City Council meeting. However, the City Council should
provide direction to staff on what water rate option (Ehlers Option 1 or Ehlers Option 2) staff should
bring forward for final consideration at that meeting.

Prepared by: Michelle Pietrick, Finance Director
Attachments: A: 2021 Rate Calculation Worksheets for Utility Funds
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SEHLERS

- PUBLIC FINANCE ADVISORS

City of Roseville

Utility Rate Study
October 19, 2020
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Overview

What are enterprise funds and fixed costs
Purpose & Approach of the Study
Findings
Water and Storm Drainage

* (Goals & Assumptions

« Capital Projects

 Wholesale Water Customer

» Rate Structures
* Projections

Impact Analysis

10/19/2020 2
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Utility funds

They are enterprise funds
1.  Should pay for

. Capital outlays

. Operations

. Replacement reserves
. Debt

2. Should have sufficient cash for operations and debt
3. Have a minimum of:

. 6 months of operating expenses including depreciation
. Following year’s bond/debt payments, if any

. Funding for capital equipment

. Flexibility to accommodate unforeseen repairs

10/19/2020 3
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Fixed Costs

What are they?
« Staff
« Equipment/vehicles
« Supplies
« Cost to send out the bills
» Meters for resale and meter repair/maintenance (water fund only)

Why important?

* Need to make sure these costs are covered by base charges and not
subject to usage of the system

10/19/2020 4
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Purpose of the Study

Review the current rate structure for all funds
1. Water Fund

. Usage tiers promote conservation (Water Only)

. Base charges cover fixed costs

. Build and maintain appropriate fund balances

. Balance cash and bonding to pay for capital projects
2. Storm Drainage Fund

. Build and maintain appropriate fund balance

. Pay cash for future capital projects

10/19/2020 5
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Purpose of the Study

Parameters

1. Assure funds pay for
. Capital outlay

. Operations
. Annual debt service, if applicable
2. Provide sufficient cash reserves for
. Six months of operating expenses (including depreciation)
. Next years’ annual debt service (if applicable)

3. Review existing contract with City of Arden Hills for wholesale water
service

10/19/2020 6
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E:

Approach to Study — Impact Analysis

Residents/Business Administration/Staff

10/19/2020 7
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Findings

1. Cash balances need rebuilding
2. Base / meter charge is higher than needs to be

. Should just cover fixed costs to match industry standards

. Shift non fixed costs to usage rates

Residential customers pay for more than they use

Cost of service analysis for Arden Hills requires increase in next contract
Majority of capital needs can be paid with cash

2

Will provide Council two (2) options to select from

10/19/2020 8
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Impact Analysis - Residential

Vrys

Based on Quartile system
* 25% Quartile F bottom 74 of usage

50% Quartile F midpoint of usage

* 75% Quartile F top V4 of usage RESIDENTIAL ACCOUNTS
Take Away Median High*
1. Tier 1 of new rate structure (15,000 .
gallons) is 75% Quartile = 85% of Quartile 25% Quartile 50% Quartile 75% Quartile
winter usage Sample 2019 Usage 6,000 10,000 15,000
Meter Size 5/8" 5/8" 5/8"

2. Both Options show decreases to
residential accounts S~

Option1S1 D
3. Option #1 will see higher decreases \ —p— ner/(Decr)
Option 2 $ Incr/(Decr)

Due to New Rate Structure

(37.45)
(26.08)

$ (31.53)

$
$

(24.13)
(19.24)

4. 2021 includes current annual
inflationary rate increases

10/19/2020 9



Impact Analysis — Apt / Commercial

Based on Quartile system
* 25% Quartile F bottom 74 of usage

50% Quartile F midpoint of usage

75% Quartile [ top V4 of usage

Take Away
1. Both Options show decreases to
most commercial accounts

High commercial will see increase

100% Quartile will see significant
increase

Attachment D - 12/7/20 Council meeting

Vrys

OTHER ACCOUNTS
High
= Low Median High Very High
Apartment (Per ., . . .
Unit) Commercial Commercial Commercial Commercial
Quartile 75% Quartile 25% Quartile 50% Quartile 75% Quartile 100% Quartile
Sample 2019 Usage 11,000 13,000 45,000 138,000 13,843,000
Meter Size 1.5" 5/8" 1.0" 2.0" 1.0" & 6.0" each

S 22,645.92

Option 1 $ Incr/(Decr)
Option 2 $ Incr/(Decr)
Due to New Rate Structure

10/19/2020
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Goals

Rate Structure Design
1. Equity / Fairness
« Evaluate who is using system and when

2. Sufficient Revenues

« Pay for future operating and capital
Fixed Rate covers fixed costs
Promote Conservation

Ease of Administration

2

Understood by Rate Payers

10/19/2020
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Assumptions

1. Utilized 12 months of usage data
*  August 2019 — July 2020

2. Future Projections
3% on Expenses
2% on Other Revenues

3. Capital Needs
«  $28.2 million over 10 years
 Costs inflated 2.5% / year

10/19/2020 12
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. === r
Capital Projects & Equipment — Next 10 Years

Vrys

Vehicles Equipment Buildings 'mprovements Total

294,216 627,365 237,795 [ $ 12,162,438 | $ 13,321,814
Storm $ 1,080,011 | $ 1,182,164 - $ 12,639,025 | $ 14,901,199
TOTAL $ 1,374,227 | $ 1,809,529 237,795 24,801,462/| $ 28,223,013

N

h|H

10/19/2020 13
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—'E

Capital Projects — Next 10 Years

Proposed Bonding

Year

2020

$

Water Fund

2,500,000

$

Drainage Fund

2021

2022

2023

2024

2025

2026

2027

2028

2029

2030

TotALs ([$___ 2,500,000

$

10/19/2020
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Wholesale Water Customer

Agreement with City of Arden Hills
1. Most recent agreement dated 8/14/2006 through 12/31/2024

2. Max daily usage
* None
3. Rate Calculation

» Average cost charged to Roseville by St. Paul
* Includes administrative, repair & maintenance, and depreciation expenses
« Capital costs paid for separately

Definition: A wholesale customer is a purchasing utility who is buying water services from a separate owner
utility for the purpose of reselling such water to the purchasing utility’s retail or other customers.

10/19/2020 15
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Wholesale Water Customer

Allocate operating costs of water system

1. Estimate and allocate water demand
. Reserved capacity and actual capacity used

2. Determine applicable wholesale costs

. Water supply & treatment (not applicable here)

. Transmission lines

. Distance and elevation

. Peaking factors — comparing average day usage to max day usage
. Customer accounting and service costs

. Administration and overhead

10/19/2020 16
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Vrys

Wholesale Water Customer
Cost Allocation per American Water Works Association

COST DISTRIBUTION TO CUSTOMER CLASSES

“* ”
FO”OWS CaSh_NeedS ApproaCh Extra Capacity Customer Costs Total Cost of
. Item Base Maximum Day Meters Bills Service
2020 Water Budget: Unit Cost of Service
. Wholesale Portion of O&M 2.6136 329.2381 5.4436 3.0032
1. Total operating cost of $6.2m ? ’ ’ ’
. . Retail Services
2. Applicable total wholesale cost is Units of Senice 1,119,090 4,770 10,454 41,696
$5.9m Allocated Costs of Senice $ 292484 $ 1,570,302 $ 56907 $ 125221 S 4,677,284
Arden Hills portion is $1.2m Wholesale Services 3 2
. Units of Senvice 302,030 1,337 3 4 ———
Per contract, 2019 billed was Allocated Costs of Senvice $ 789,387 ¢ 440217 12 f1 $ 1,229,632 |)
- H N
$972,000; difference of ($257’21 6) ANNUAL WATER USAGE CHARGES & PAYMENTS PER AGREEMENT Cost of
Quarterly Annual Service
Take Away Amount Amount Amount Difference
1. Existing contract does not cover 1st Quarter 2019 190,779
COStS 2nd Quarter 2019 232,835
. L 3rd Quarter 2019 290,412
2. Have good data for negotiating next 4th Quarter 2019 258390 $ or2416 s 1,220,632 (L $ (257,216)) 4
contract —"

10/19/2020 17



Water Fund — Current Rate Structure

—_—

4.

Take Away

. Fixed Rate

Appears high

Consumption Charges

Residential is a combination of
tiers and seasonal rates; can be
confusing

No separate rate structure for
apartments or irrigation accounts

Tiers

30,000 gallon is too high

Conservation Rates

Residential: Difference between
tiers is only 10% for winter and
20% for summer

Commercial: Difference for
seasonal only 6%

Attachment D - 12/7/20 Council meeting

S

WATER FUND

Existing 2020
Rate

Current Quarterly Rate Structure

— > FIXED RATE
5/8 inch & 3/4 inch
1 Inch 8

N b ON -

——

10

11
12

1.5Inch 124.00
2.0 Inch 233.00
3.0 Inch 465.80
4.0 Inch 931.65
6.0 Inch 1,758.00

CONSUMPTION CHARGES

Residential

Winter Rate

Summer Rate
Commercial - Winter Rate 0 to 999,999 $ 3.0
Commercial - Summer Rate 0 to 999,999 3.20

18
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Water Fund — Fixed Costs

2020 Budgeted Fixed Costs* = $1.08 Million

*Fixed Costs

Personnel Expenses

Operating Expenses

1

2.
)
4

&

Office supplies
Telephone
Insurance
Contract
maintenance
Printing/mailing

Administrative
Overhead

Excludes operating
costs paid by Arden

Hills

Excludes capital

0 N O UL WN B

s

Existing Charges 2020 Number of Annual Grand Total % of Fixed
Quarterly Units/Meters Revenue Costs

Fixed Rate

5/8inch & 3/4inch 62.10 9,608 2,386,627

linch 77.65 248 77,029

1.5Inch 124.00 198 98,208

2.0Inch 233.00 143 133,276

3.0Inch 465.80 56 104,339

4.0 Inch 931.65 1 3,727

6.0Inch 1,758.00 4 28,128 m L 2613%])
Note: Accounts with multiple meters may only be charged for 1 meter

Take Away

1. Fixed Rate - Currently pays for 260% of

actual costs

10/19/2020
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Water Fund — Fixed Costs Option #1

2020 Budgeted Fixed Costs* = $1.08 Million

Option #1: 100% of Fixed Costs in Fixed Charges

RATE STRUCTURE OPTIONS Number of Max Flow Equive?lent Quarterly Annual
Meters (gpm) Ratio Charge Revenues
Fixed Rate
5/8 inch & 3/4 inch 9,624 20 1.0 $ 18.88 $ 726,804
1.0Inch 301 50 2.5 47.20 56,829
1.5Inch 273 100 5.0 94.40 103,085
2.0Inch 120 160 8.0 151.04 72,499
2.0Inch - Compound 43 160 8.0 151.04 25,979
3.0Inch 20 320 16.0 302.08 24,166
3.0Inch - Compound 36 350 17.5 330.40 47,578
4.01Inch - 500 25.0 472.00 -
4.01Inch - Compound 1 600 30.0 566.40 2,266
6.0Inch 4 1,600 80.0 1,510.40 24,166,
e — .
TOTALS (s 1083372 ]
T

100% TOTAL FIXED AND METER COSTS - WATER FUND

*Note: Fixed costs attributed to retail portion of the system only. Excludes Capital.

$ 1,083,385

Vrys

Take Away
1. Meter Charge
 Based on Max Flow
(gpm)

2. Recommended Rate
* means everyone
pays for fixed cost
of system,
regardless of usage

3. All Meters Charged
* Even if more than 1
per account

10/19/2020
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. === r
Water Fund — Fixed Costs Option #2

2020 Budgeted Fixed Costs* = $1.98 Million

Vrys

Option #2: Fixed Rates Include Capital Costs Take Away

Number of Max Flow Equivalent Quarterly Annual

RATE STRUCTURE OPTIONS 1. Capital Projects

Meters (gpm) Ratio Charge Revenues
1 Fixed Rate e Same as Option #1
2 5/8inch & 3/4inch 9,624 20 1.0 |$ 3457 $ 1,330,807 except it includes 5-
3 1.0Inch 301 50 2.5 86.43 104,062 year average of
4 1.5Inch 273 100 5.0 172.85 188,752 $900,000 for capital
5 2.0Inch 120 160 8.0 276.56 132,749
6 2.0Inch - Compound 43 160 8.0 276.56 47,568
7 3.0Inch 20 320 16.0 553.12 44,250
8 3.0 Inch - Compound 36 350 17.5 604.98 87,117
9 4.0Inch - 500 25.0 864.25 -
10 4.0 Inch - Compound 1 600 30.0 1,037.10 4,148 |
11 6.0 Inch 4 1,600 80.0 2,765.60 44,250,
e —
12 TOTALS
T —_
13 TOTAL FIXED COSTS INCLUDING CAPITAL - WATER FUND

*Note: Fixed costs attributed to retail portion of the system only. Includes Capital.
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Water Fund — Who Uses vs Who Pays
Take Away

Percent of
Current 1. Residential Customers
Usage Option #1 Option #2 /
Customer Type = Water Usage Revenues Revenues Revenues ° Use 41% of SyStem’ but pay for 56%

Residential 41.47% 56.26% > 43.02% 46.83% = Other CUStomerS
Apartments 1T.50% -45% 974% 8.97% *  Use 59% of system but pay for 44%
Commercial 36.59% 27.67% 36.81% 33.77% .
Irrigation 10.44% 7.633 10.43% 10.43% 3. Both Options

 Provide solutions to correct

disparit
Who S Compared to Who Pays gisparity
60.00% + Option 1 (teal) closer to usage for all
50.00% categories
40.00% q - -
20.00% + Option 2 (purple) residential pays for
20.00% il I more than they use
10.00%
0.00% i bt | (e [ o e
Residential Apartments Commercial Irrigation
B Water Usage M Current Usage Revenues M Option #1 Revenues M Option #2 Revenues

Vrys

10/19/2020
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Residential Water Usage

Summer Quarter Usage
Residential Properties

v /

15,000 gallons = 67%
30,000 gallons = 91.7% (current tier break)

Per 1,000 gallons
[e2]
2

TololoToloToloToloTol oToToloTol ol oToToloTol ol oToToT ol oT ol oT ol oT ol ol oT ol oT ol aToToT ol aToT ol oT ol oT ol oT ol oT ol ol oT oToT ol oT o T ol ol oT O

it
u-:Nuocrammmcrounwwqou:meoq—ggmmd—owwwﬁowmw#ommgd—
NMMmsHnoORononono d3dN® AR ORR B BNSSI SN MIT DN

bR
A A A A A A A A A A A AN ANNNN

174

1.

Take Away
Eliminate Seasonal

3 Tiered Rate Structure
1st Tier - 67% of
summer usage

. 2nd Tier — 92% of
summer usage

. 3 Tier - Over 92%

Promotes conservation

while allowing for

essential usage in 15t

tier

. 1st Tier — 85% of
winter usage

10/19/2020
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Apartment Water Usage

Average Annual Usage by Unit
Apartment Properties

H 8,000 gallons = 50%

12 - 15,000 gallons = 90%
5 /

6

4 ‘

Ll

0 11111 PR

1|4 17/10(13 16 192225 2831|3437 /40 /43 |46|49 52 5558 61 64|67 70/ 73|76 79|82|85|88|91 94 97
100

1303303333 30333ddd330963dd03333ddd033dd3303303dd030d3ddddd03033d000dddddd093dd0dddddddddddddddddddddddddo

174

Take Away:
1. Separate Rate Structure
* 18t Tier - 50% of usage
« 2" Tier — 90% of usage
« 3 Tier - Over 90%

2. Tiers on a per-unit basis

+ Example: 4-unit bldg.
would have 1st tier = 8,000
x 4 = 32,000 gallons

10/19/2020
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Commercial Water Usage

Take Away:
1. Eliminate Seasonal

2. 3-Tiered Rate Structure
* 1t Tier - 50% of usage
« 2 Tier — 90% of usage
e 3 Tier - Over 90%

3. Promote conservation
. Allows small business
to stay in 1st tier

250

150

Summer Quarter Usage
Commercial Properties

60,000 gallons = 50%

. 400,000 gallons = 90%
hl“““ll“l””“Ill-n-lll-lu-. L

2288828888 S88 2888888888882 28 8

H = 8NN e S S0 BB e B RN R B0 o8 e S H AN NN 0
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370
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i
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=
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il
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174
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174

Irrigation Water Usage

Summer Quarter Usage
All Irrigation Meters
35
Take Away 30 No tier breaks recommended
. Not essential usage
1. No Tiers recommended .
. Usage not considered
essential 0
. 15
2. Promotes conservation
. By billing at higher rate 1
| ” ‘ il | |
, ||| II”||| TP T T T T
10 70 90 110 130 150 170 190 210 230 250 270 290 310 330 350 370 390 410 430 450 470 490
ToToToToToToToTo ToToToToToToToToTo ToToToToToToToToTo ToToToToToToToToTo ToToToToToToToToTo ToToToToToTo
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Water Fund — Who Uses vs Who Pays
Take Away

Percent of
Current 1. Residential Customers
Usage Option #1 Option #2 / o o
Customer Type = Water Usage Revenues Revenues Revenues ° Use 41% of SyStem’ but pay for 56%
2. Other Customers
Residential 41.47% 56.26% D 43.02% 46.83%
Apartments 1T.50% -45% 9 24% 8.97% *  Use 59% of system but pay for 44%
Commercial 36.59% 27.67% 36.81% 33.77% .
Irrigation 10.44% 7.633 10.43% 10.43% 3. Both Options
* Provide solutions to correct
isparity
Who S Compared to Who Pays et
60.00% + Option 1 (teal) closer to usage for all
50.00% categories

40.00%
30.00%
20.00%
10.00%

0.00%

+ Option 2 (purple) residential pays for
more than they use

’ 1
IIII o illl i o

Residential Apartments Commercial Irrigation

B Water Usage M Current Usage Revenues M Option #1 Revenues M Option #2 Revenues

Vrys
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Current vs. Proposed Water Rates Option #1

~NOoO b~ WON -

[oe]

10

1"

Current Quarterly Rate Structure

FIXED RATE

5/8 inch & 3/4 inch
1 Inch

1.5 Inch

2.0 Inch

3.0 Inch

4.0 Inch

6.0 Inch

CONSUMPTION CHARGES

Residential
Winter Rate
Summer Rate

Commercial - Winter Rate
Commercial - Summer Rate

Existing 2020
Rate

77.65

124.00

233.00

465.80

931.65

1,758.00

Current Tiers (1,000 gal.)

0 to 30 § 2.30
- Over 30 2.55
Over 30 2.75

0 to 999,999 § 3.00
0 to 999,999 3.20

Take Away
1. 3 Tiers have been tailored to actual usage patterns
2. New structures for apartments and irrigation

OPTION #1 (Recommended): Fixed Rates Cover 100% of Fixed
Costs

Fixed Rate
5/8 inch & 3/4 inch

O W O NGO HWN =

-

11
12

13

15
16

18
19

20

1.0 Inch
1.5 Inch
2.0 Inch

2.0 Inch - Compound

3.0 Inch

3.0 Inch - Compound

4.0 Inch

4.0 Inch - Compound

6.0 Inch

Consumption Charge

RESIDENTIAL

Proposed Rates

APARTMENTS
Per Unit Basis)

COMMERCIAL

IRRIGATION

47.20
94.40
151.04
151.04
302.08
330.40
472.00
566.40
1,510.40

Proposed Tiers (1,000 gal.)
- to 15 $ 3.9
15 to 30 25% 4.88
Over 30 25% 6.10
- to 8 3.90
8 to 15 25% 4.88
Over 15 25% 6.10
- to 60 3.90
60 to 400 25% 4.88
Over 400 25% 6.10
- to 999,999 4.97

S

10/19/2020
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Proposed Water Rates: Comparing Options

O W W0~ WN =

=

1
12

14
15
16

17
18
19

20

OPTION #1 (Recommended): Fixed Rates Cover 100% of Fixed

Fixed Rate

5/8 inch & ¥4 inch
1.0Inch

1.5Inch

2.0Inch

2.0 Inch - Compound
3.0Inch

3.0 Inch - Compound
4.0Inch

4.0 Inch - Compound
6.0 Inch

Consumption Charge

RESIDENTIAL

APARTMENTS

(Per Unit Basis)

COMMERCIAL

IRRIGATION

Costs

Proposed Rates

151.04

566.40
o 1i910:40
Proposed Tiers (1,000 gal.)
- to 15
15 to 30
Over 30
- to 8
g ‘to 15 ;
Over 15 25% 6.10
= to 60 $ 390
60 to 400 25% 4.88
Over 400 25% 6.10
- to 999,999 $ 497

OPTION #2: Fixed Rates Include Capital Costs

O © 00 NO O d WN =

-

1
12

13
14

15
16

17
18
19

20

Fixed Rate

5/8 inch & 3/4 inch
1.0 Inch

1.5 Inch

2.0 Inch

2.0 Inch - Compound
3.0 Inch

3.0 Inch - Compound
4.0 Inch

4.0 Inch - Compound
6.0 Inch

Consumption Charge

RESIDENTIAL

APARTMENTS
(Per Unit Basis)

COMMERCIAL

IRRIGATION

Proposed Rates

2>

25%
25%

25%
25%

172.85
276.56
276.56
553.12
604.98
864.25
1,037.10
2,765.60

$ 318
3.98
4.98

$ 3.18

3.98
4.98

$ 450

s

Take Away

Both options have
same proposed tier
breaks

Both options
generate same
annual revenues

Option 2 has higher
Fixed Rates and
lower Consumption
Charges

Residential pays
more for water than
it uses in Option 2
than in Option 1

10/19/2020
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Vrys

Storm Drainage Fund
Quarterly billing

STORM DRAINAGE FUND

Current Quarterly Rate Structure Ex's:;r;?:ozo Pmp;s:tz 2021 ot REUs p'°é‘:f’t::ui°21
1 All Users - Per R.E.U. $ 14.25 $ 14.54 9,741 $ 566,537
2 Commercial / Industrial 220.50 224.91 1,418 1,275,456
3 Multi-Family / Churches 110.30 112.51 429 193,090
4 Schools / Community Centers 53.65 54.72 176 38,424
5 Parks 33.20 33.86 1 135
6 Cemetaries / Golf Courses 10.70 10.91 9 407

|

TOTAL PROJECTED ANNUAL REVENUES $ 2,074,049

Take Away

1. No recommended changes to existing rate structure
2. Rate increases recommended build reserves and keep pace with inflation

10/19/2020 30
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Water Fund - Projections

s

Water Fund
Comparison of Targeted vs. Projected Cash Balances

Take Away 7,000,000
1. Cash balance should be K
close to or exceed target Ao

by 2026/2027 4,000,000 l
2. One-time bond issue in HO0R0
2020 to pay for capital 2,000,000
over next three years. 1,000,000

0 —

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

M Targeted Working Capital M Actual Working Capital
v

Target working capital = 6 months of operating expenses, including depreciation
+ next year’'s debt service

10/19/2020 31
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Storm Drainage Fund - Projections

s

Storm Drainage Fund
Comparison of Targeted vs. Projected Cash Balances

1,200,000 Take Away

1,000,000 l 1. Cash balance should exceed
800,000 target by 2024
i 2. No bonding recommended

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

i Targeted Working Capital M| Actual Working Capital

Target working capital = 6 months of operating expenses, including
depreciation + next year’s debt service (if applicable)

10/19/2020 32
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Comparable Communities

Comparable Communities
2020 Utility Rates

Take Away

$250.00
Roseville

$200.00

proposed rates
§150.00 - comparable to

surrounding
$100.00 I communities
$50.00 — -
4%
Edina St. Louis Park Fridley South St, Paul  Richfield Brooklyn Ros™ Rg#eville - Columbia sevillf/-  Golden Valley
Center Option # Option #2 Heights Exi 020
2021 Rates 2021 Rates Rates
HWater i Sewer M Storm Water
A
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Impact Analysis - Residential

Based on Quartile system

* 25% Quartile F bottom 74 of usage
* 50% Quartile F midpoint of usage
* 75% Quartile F top Y4 of usage

Take Away
1. Both Options show
decreases to most residential
accounts

2. Option #1 will see more
significant decreases

3. 2021 includes current annual
inflationary rate increases

RESIDENTIAL ACCOUNTS

Median

Quartile 25% Quartile 50% Quartile 75% Quartile
Sample 2019 Usage 6,000 10,000 15,000
Meter Size 5/8" 5/8" 5/8"

0
Total Water 79.73 $ 89.41 $ 10T,
Total Storm Water 14.54 14.54 14.54

Total Water & Storm

Total Water S

Total Storm Water

Total Water & Storm | S

4228 3 5788 S 77.38
14.54 14.54 14.54
56.82 | [ $ 72.42 | [$ 91.92

$ Increase/(Decrease)

2021 Option #2: Fixed Rate Includes Capital

$

Costs

Total Water $ 53.65 $ 66.37 $ 82.27
Total Storm Water $ 14.54 $ 14.54 $ 14.54
Total Water & Storm [ $ 68.19 | [ $ 80.91 ] [ $ 96.81

rease/(Decrease)

Due to New Rate Structure

10/19/2020
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Impact Analysis - Other

OTHER ACCOUNTS

High

. Low Median High Very High
Based O n Q u a rtl Ie SySte m Apartlr}:‘ei:)t (Per Commercial Commercial Commercial Commercial
0 . . . Quartile 75% Quartile 25% Quartile 50% Quartile 75% Quartile 100% Quartile
¢ 50 A’ Quartlle mldeInt Of Usage Sample 2019 Usage 11,000 13,000 45,000 138,000 13,843,000
. Meter Size 1.5" 5/8" 1.0" 2.0" 1.0" & 6.0" each
* 75% Quartile = top 74 of usage
. . 2021 Rates with Existing Structure
* 100% Quartil¢ = highest user
Total Water S 43.47 $ 108.89 $ 232.73 $ 708.33 $  50,204.28
Total Storm Water 17.44 197.92 393.43 1,362.95 5,180.60

2021 Option #1 (Recommended): Fixed Rate Cover 100% of Fixed Costs

Total Water & Storm

Take Away

1. Both Options show decreases to

most commercial accounts and Total Water $ 4879 $ 69.58 $ 22270 $ 76568 $  85,370.30
apartments Total Storm Water 17.44 197.92 393.43 1,362.95 5,180.60

Total Water & Storm | $ 6623 [$ 26750 [$ 61613 ] [$  2,12863] [$  90,550.90 |

2. High industrial and irrigation $ Increase/(Decrease) 7.73

accounts can expect increases : . .
2021 Option #2: Fixed Rate Includes Capital Costs

3. High Industrial and irrigation will

. 4278 $ 7591 22953 § 777.80  $  72,850.20
See Increase

197.92 S 393.43 S 1,362.95 S 5,180.60

4. 100% Quartile (very high : 622.96] [s  214075] [s  78,03080]
commercial) will see significant : B

Option 1§ Incr/(Decr) $ (39.31) 35,166.02

Option 2 § Incr/(Decr) (0.69) $ ] 22,645.92
Due to New Rate Structure

increase
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Conclusion
1. New structure:
. Promotes conservation
. Balances between who uses and who pays for the system
. Balances between retail and wholesale water users
. Balances between fixed and variable costs of the system
2. Rate increases necessary
. Cover inflation
. Build reserves
. Pay for future debt service, as applicable

3. Still competitive

4. Funds will be healthy soon
. City has long term plan to build fund balances and pay for future capital
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