SULTAN CITY COUNCIL
AGENDA ITEM COVER SHEET

ITEM NO: PH -1
DATE: April 23, 2009
SUBJECT: Public Hearing on increasing the water general facility

charge and water rates to fund capital and operating costs

CONTACT PERSON:  Deborah Knight, City Administrator @@W

ISSUE:
The issue before the City Council to hold a public hearing and take comments on:

1. Proposed water rate structure options for single-family, multi-family and
commercial customers. New rates would be effective January 1, 2010.

2. An increase in the general facility charge (GFC) from $5,254 to $6,209 paid by
new development to connect to the City’s water system. The new charge would
be effective January 1, 2010.

STAFF RECOMMENDATION:

1. Hold a public hearing and take comments on alternative water rate structures
and general facility charge {Aitachment A).

2. Provide direction to staff on Council's preferred alternative in order to prepare an
- adopting ordinance for First Reading on May 14, 2009.

SUMMARY:

The Council reviewed the water rate study findings and rate options at the Council
retreat on March 21, 2009 and at the Council meeting on April 9, 2009. This will be the
City Council’s third review of the water rate study that has been underway since 2008.

Attachment A provides an outline of the water rate structure options to meet the City’s
long-term financial needs in the water utility.  City staff recommend the Council adopt
an 11.25% increase in 2010/2011 and 4.% increases in 2012-2014. This alternative
was developed after adding 20% of the salary for the proposed Field Supervisor
position and lower beginning fund balance in the CR Water Fund to the financial model.
It provides a way to reach operating and capital targets more quickly.

Attachment B is an overview of water utility rate study.

Attachment C is the water utility budget covering the entire water department operations

including utility revenues, expenses, debt service payments, capital investments and
reserve funds.
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Staff recommended facility charge

Increase the general facility charge on January 1, 2010 from $5,254 to $6,209 to

capture investment in existing system and future costs from 6-year CIP.

Staff recommended rate structure

Residential - O

$25.25
$25.25
£2525
$29.81
$38.93
$52.61
§79.97

$23.65
$26.19
$31.27
$36.35
$46.51
$61.75
$92.23

$26.31
$29.14
$34.80
$40.46
$51.78
$68.76
$102.72

$30.44
$33.72
$40.28
$46.84
$59.96
$79.64
$119.00

tion 4 reduce “allowance” from 600 cfimonth to 300 cf/month

$31.66
$35.07
$41.89
$48.71
$62.35
$82.81
$123.73

$101.00
$101.00
$101.00
$£101.00
$114.68
$137.48
$160.28

$70.74

$75.82

10122
$113.92
$139.32
$164.72
$190.12

$78.73

$84.39

$112.69
$126.34
$155.14
$183.44
$211.74

$87.61

$93.91

$125.41
$141.16
$172.66
$204.16
$235.66

$91.12

$97.68

$130.48
$146.88
$179.68
$212.48
$245.28

$94.75

$101.57
$135.67
$152.72
$186.82
$220.92
$255.02

5
10
15
20
30
40
30

$27.25
$36.37

84777
$39.17
$81.97
$104.77
$127.57

$29.44
$42.14
$54.84
$67.54
$92.94
$118.34
$143.74

$32.77
$46.92
$61.07
$75.22
$103.52
$131.82
$160.12

reduce base charge

$36.46
$52.21

$67.96
$83.71

$115.21
$146.71
$178.21

$37.94
$54.34
$70.74
$87.14
$115.94
$152.74
$185.54

$39.45
$56.50
$73.55
$90.60
$124.70
$158.80
$192.90
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Why is a rate increase needed at this time?

The last water rate study was completed in 2004. Ordinance No. 864-04 was effective
December 1, 2004 and set $2/year increases in the base water rates for five years.
The last rate increase took effect December 1, 2008. The current base rate is $25.25.
The base rate includes 600 cubic feet of water per month (6¢cf) for all residential (single
family and mulit-family) and commercial users.

The City Council approved a water rate study in 2008 in part because water revenues
were not adequate to cover operating expenses in the 2008 budget. Since the water
utility is an enterprise fund, the user fees and revenues coliected must cover expenses.

The need to increase water rates is driven by four primary factors:

1. Operation and maintenance costs increase each year. The City anticipates
operating and maintenance costs will increase an average of about 3.5 percent
per year. Water rates represent about 82 percent of the water system's annual
revenues. Non-rate revenues are relatively static and are not expected to
increase with increased costs. There is no grant funding for operations and
maintenance. A 3.5% increase is necessary to fund on-going operations.

2. Current rates do not support an ongoing repair and replacement program. The
water fund does not include funding to repair and/or replace existing
infrastructure to serve current users. The water fund does not have an
emergency reserve.

3. Current revenues do not support debt service or ongoing capital improvements.
Rate increases are needed to fund the debt service and capital improvements to
serve current customers.

During high growth years, 70% of the general facility charge paid by new
customers was covering debt service payments for plant improvements used to
serve current customers.

With the downturn in the economy and few new connections, debt service
payments for previous plant improvements must come out of the operating or
capital fund. Debt service payments for 2009 are $50,000 for water revenue
bonds and $152,000 for the Everett water connection and second storage tank
(Attachment C).

4. Due to water conservation efforts, water demands are expected to decline each
year (assuming normal weather patterns and economic conditions). Increased
costs will need to be spread over decreased water sales, necessitating a rate
increase just to maintain stable revenues.

In short, it is not realistic to expect that water rate increases can be limited to the
general rate of inflation. In order to meet both ongoing operating as well as capital

program needs, rate increases ranging from 11.25 to 4.0 percent per year are required
during the next five years.
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Without the proposed rate increase there is a “net deficiency” in the utility fund. The net
deficiency increases to $419,503 in 2014,

Revenues
Rate Revenues Under Existing Rates $ 759,442 § 778428 % 797,888 § 817,836 § 838,281 $ 859,238
Mon-Rate Revenues 177,795 97,788 95,838 95,278 94,982 95,080
Total Revenues $ 937,237 $ 876,215 $ 893,726 $ 913,110 § 933,270 % 954,328
Expenses '
Cash Operating Expenses $ 656,450 $ 708,105 % 747,508 $ 788,342 § 831,786 § 878,037
Existing Debt Service 214,529 210,961 207,212 203,301 201,638 197,219
New Debt Service - - 73,576 73,576 73,576 73,576
Additions to meet Min. Op. Fund Batance - - - - - -
Rate Funded System Reinvesiment 100,000 125,000 150,000 175,000 200,000 225,000
Total Expenses $ OFH49. § 1,045,066 § 1,178,295 $ 1,240,219 % 1,307,000 $ 1,373,832
Net Surplus (Deficiency) $ @ $ {168,850) $  (284,569) § (327,108) $ (373,730) § (419,503}
% of Rate Revenue 4.45% 21.69% 35.67% 40.00% 44 58% 48.82%
Additions To Maet Coverage % - $ - 3 - $ - $ - $ -
Total Surplus {Deficiency) $ (33,782) $ {168,850} $ {284,569) $ (327,108) $ (373,730) § (419,503)
% of Rate Revenue 48% 21.69% 3567% 40.00% 44.568% 48.82%
Annual Rate Adjustment m 11.26% 11.25% 4.00% 4,00% 4.00%
Rate Revenues After Rate Increase $ 0 $ 963,426 $§ 1,008607 $§ 1174115 § 1248408 § 1,330,803
Additional Taxes from Rate Increase $ 2148 $ 2304 5 15123 § 17,766 § 20625 $ 23,715
Net Cash Flow After Rate Increase . 6,788 6,844 1,026 8,404 15,772 28,346
Cowverage After Rate Increases - 425 263 2.86 3.05 3.32
Average SF Monthly Bill (using 8 ccf per month} 5 3316 $ 3689 % 4105 § 4269 § 4439 % 46.17
Monthly Increase $ 3.35 373 $ 415 § 164 § 171§ 1.78

As shown below, increasing the rates annually provides a small net cash flow - $6,788
in 2009 and $28,346 in 2014. An 11.25% increase translates into a $3.35 increase in
the base rate in 2009 and a 4.0% ($1.78) increase in 2014.

Generally, the balance in the Water Fund should exceed the target levels for reserves
(the amount in excess is available for general water utility purposes). As the balance of
the Water Fund declines operating reserves and capital reserves are used.

Why can’t the city reduce costs?

As described previously, the City's water utility has a financial deficit. Current rates are
not sufficient to cover operating costs and debt service for capital improvements.
There are two ways to correct this situation. One is to reduce annual costs and the
second is to increase revenues.

Reduce Annual Costs. The City already closely scrutinizes the operating budget.
Eliminating a large part of the capital improvement program (e.g. electronic water
meters and plant improvements) will not reduce annual costs and eliminate the current
deficit in the capital budget. Capital investments are necessary to maintain and extend
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the useful life of water system infrastructure and meet the demands brought by new
growth.

Deferring capital projects (such as annual pipeline replacements) is at best a temporary
stopgap measure. it would not solve the financial situation in the long-term and could
have negative consequences.

One way or another, the City will need to increase water system revenues. While
connection fees paid by new development and other miscellaneous water system
revenues contribute to the financial resources of the utility, total non-rate revenues
represent only a small percent of total water system revenue and non-rate revenues are
expected to decline over the planning period.

Ultimately, the City will need to increase water rates to address the financial situation
and meet ongoing operating and capital program costs. The following pages describe
and present four options for increasing water rates over the next five years to meet the
financial needs of the water system.

What happens if the City delays the increase until the economy recovers?

No one is sure when the economy may recover. The city is using the capital budget to
pay debt service. The debt service payment is $152,000 per year, there is
approximately $350,000 in the capital budget. The city’s capital reserves needed to pay
for improvements to serve future growth will be exhausted in two years. At which point
water rates will need to be increased to pay debt service and rebuild the capital budget.

The city is currently updating its aging and failing mechanical water meters. Purchase
of additional electronic water meters was removed to balance the 2009 budget.
Electronic meters ensure the city is accurately recording water used. Electronic meters
can be “read” by a single worker in one-day rather than taking several workers several
days to manually read mechanical meters.

The city is not setting aside any money to repair and replace existing water service lines

or water plant and equipment. There are no funds available for emergency repair and
replacement. Last year the city had two sewer line failures costing more than $40,000.

What is the current rate structure?

Under the existing system, the majority of the City’'s water revenues come froi'n the
base rate rather than from the volume of water used. The base rate should not include
the “variable” cost of consumed water.

The base rate is the “fixed” charge and is intended to cover the “fixed” costs of
operating the water system:
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24/71365 staff coverage of the water system

Maintaining the watershed that produces the city’s water

Piping water from the watershed to the water plant

Processing water at the water plant to state standards

Daily water testing and reporting as required by state law (unfunded mandate)
Properly storing water for delivery to customers on demand

Maintenance, repair, replacement, and enhancement fo the existing water
system.

Ensuring adequate fire flow and hydrant testing
Managing the state’s back-flow devise program (unfunded mandate)

e Meeting state water use efficiency requirements — water conservation program
(unfunded mandate)

Over time, the City and its residential customers will be best served by changing this

formula so the majority of revenues are based on residential use rather than the base
rate.

Approximately 80% of the City’s water revenues come from residential users.

Residential use changes from season to season. During the dry summer months, water

- use increases as a result of residential use from an average of 15 million gallons per
day to 18.5 million gallons per day a 15% increase.

* The current base rate is $25.25/month

Single Family

o The base rate includes 600 cubic feet of
water per month (6ccf) for residential and
commercial users. This is a “variable” cost
and should not be included in the base rate
to operate the plant.

s [t appears on average residential user are Over 600 of

consuming less than the base rate each
month.

o The majority of the City’s water revenues come from the base rate rather than
from the volume of water used.

e The majority of “usage” is not billed because it's in the fixed base rate
($25.25/month).

» Seniors receive a 50% discount on their monthly base fee

» Multi-family/mobile homes charged per unit at the single family rate
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What alternatives does the City have?.

When setting rates, the City needs to identify the objectives it wants to achieve. City staff
have prepared the following rate setting objectives to guide the Council’s discussion:

» Adequately fill all the short and longer-term needs of the water system including
operating costs, capital costs, debt service and contingency funds.

e Continue to protect the affordability of basic water use, even as water rates
increase

o Treat ratepayers fairly

¢ Encourage conservation

* Adjust rates annual to keep pace with costs and avoid large rate increases to
make up deficiencies.

¢ Minimize volatility in the fund.

The City Council is considering four options:

1. Fixed annual increase for all customers
» The base rate would increase by a fixed percentage (10% or 11.25%) each
year for the next five years.
¢ No change in the 6¢ef monthly allowance.
e Fixed service charges are a disproportionately large portion of bills for low
volume users. Low volume users are “underwriting” high volume users
¢ No price signal to encourage conservation

2. No allowance (eliminate the 6ccfimonth), reduce the fixed charge, annual
percentage increase

e Bccf per month allowance is eliminated ‘

o Fixed charge of $25.25 per month is reduced to $16.95/month (10%) or
$17.13 (11.25%) because no allowance.

e In order to collect overall 10% or 11.25% increase, users above 5ccf pay
15.24%-26.86%

e Lease equitable approach for single family residential because the median
usersis between 6ccf-12ccf/month.  More equitable for multi-family median

user is under 4 ccf. Multi-family is not paying to support single-family
household use.

3. Inverted block structure - residential customers only
4. Reduce allowance from 6c¢cf to 3 ccf.
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Option 1 - Fixed Percent Increase

* The base rate would increase by a fixed percentage (10% or 11.25%) each year
for the next five years.

¢ No change in the 6ccf monthly allowance.
Fixed service charges are a disproportionately large portion of bills for low
volume users. Low volume users are “underwriting” high volume users

* No price signal to encourage conservation

Residential R R 2778 251 28.09 254
Residential - Read Monthly CR R 27.78 2.51 28.09 2.54
Senior Discount SR R 13.89 2.51 14,05 2.54
Senior Discount - Elece {Read

Monthl) SR-E R 13.89 2.51 14.05 2.54
Residential - County (Cut of City) RC R 4187 3.76 4214 3.80
Senior Biscount - County {Out of

City) SRC R 20.83 3.76 21.07 3.80
Residential R MF 2778 2.51 28.09 254
Residential - Read Monthly CR MF 27.78 2.51 28.09 2.54
Mixed Use Consumption MUC MF 27.78 2.51 28.09 ‘ 2.54
Commercial 3/4" C75 Comm $29.98 2.51 30.32 2.54
Commercial 1" C1 Comm ' 41.97 2.51 4244 2.54
Commercial 1.5° | C15 Comm 53.96 2.51 54.57 254
Commercial 2" C2 Comm 86.93 2.51 87.92 2.54

Residenti
al 2 25.25 27.78 28.09
4 2525 27.78 28.09
6 2525 27.78 28.09
Page 8 of 13 8 29 .81 32.79 33.16
12 38.93 42 82 43.31




Option 2 — No allowance, Reduce Fixed Charge, Overall Rate Increase is 10% or
11.25%
o GBecf per month allowance is eliminated

o Fixed charge of $25.25 per month is reduced to $16.95/month (10%) or $17.13
(11.25%) because no allowance.

» In order to collect overall 10% or 11.25% increase, users above 5ccf pay
15.24%-26.86%

e lease equitable approach for single family residential because the median
usersis between 6c¢cf-12ccf/month. More equitable for multi-family median user
is under 4 ccf. Multi-family is not paying o support single-family household use.

Residentia R R 16.95 2.51 17.13 2.54
Residential - Read Monthly CR R 16.95 2.51 17.13 2.54
Senior Discount SR R 8.48 2.51 8.57 2.54
Senior Discount - Electronic

(Read Monthly) SR-E R 8.48 2.51 8.57 2.54
Residential - County (Out of

City) RC R 25.43 3.76 25.70 3.81
Senior Discount - County

{Out of City) SRC R 12.71 3.76 12.85 3.81
Residential R MF 15.60 2.51 15.78 2.54
Residential - Read Monthly CR MF 15.60 2.51 15.78 2.54
Mixed Use Consumption MUC MF 15.60 2.51 15.78 2.54
Commercial 3/4" C75 Comm 16.60 2.51 16.74 2.54
Commercial 1" C1 Comm 27.72 2.51 27.96 2.54
Commercial 1.5 : Cl15 Comm 55.28 2.51 55.74 2.54
Commercial 2" C2 Comm 88.48 2.51 89,22 2.54
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Option 3 (Residential Only) No Allowance, Reduced Fixed Charge,
Overall 10% or 11.25%
Inverted Block Structure — Residential Customers Only

One alternative to the existing rate structure is to charge residential customers for
actual water used rather than provide for a base rate (currently 600 cubic feet per
month). The benefit of a rate structure for residential users based on use (“pure water”

or “increasing block rates”) is to benefit those residential customers who use little water
or who conserve water.

Multi-family and commercial/industrial customers do not change their water use from
season to season. This is the reason increasing block rates are focused on residential
users who have some discretion over the amount of water consumed.

An increasing block rate does not necessary result in increased rates for an average
household. The City Council can set the block rates to match the existing average
household cost or to match the current base rate. Where increasing block rates differ
from the current rate structure is that anything below the average use will cost the
resident less. Water use above the block rate will cost more.

Residential R R 18.50 18.65
Residential - Read Monthly CR R 18.50 18.65
Senior Discount SR R 9.25 0.33
Senior Discount - Electronic (Read

Monthly) SR-E R 9.25 9.33
Residential - County (Out of City) RC R
Senior Discount - County (Out of City) SRC R
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Option 4 — Half Allowance (3ccf) Residential Only, Reduced Fixed Charge, Overall
11.25%

After reviewing the inverted block structure it appears the average residential customer
is not exceeding the current allowance. This means there are no price signals sent to
the customer.

The consultants suggested reducing the 6ccf allowance to 3ccf. In the current rate
structure, the majority of “usage” is not billed because it is in the fixed fee.

The increase for the average user would be around the 11.25% target goal.

Residential R R 23.38 2.51 23.65 2.54
Residential - Read

Monthly CR R 23.38 2.51 23.65 2.54
Senior Discount SR R 11.69 2.51 11.83 2.54
Senior Discount -

Electronic (Read Monthly) | SR-E R 11.69 2.51 11.83 2.54
Residential - County

(Out of City) RC R 35.07 3.77 3548 3.81
Senior Discount -

County (Out of City) SRC R 17.54 3.77 17.74 381

Residential 2 $ 2525 % 23.38 $23.65
4 25.25 25.89 $26.19
6 25.25 3091 $31.27
8 29.81 35.93 $36.35
12 38.93 45,98 $46.51
18 52.61 61.04 $61.75
30 79.97 91.17 $92.23
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DISCUSSION:

Staff is seeking direction from the City Council on the following policy questions in
order to prepare an ordinance for first reading:

+ Direction on the General Facility Charge (GFC)
o Adopt GFC methodology to use capital costs from 6-year CIP
o Update charge to $6,209/ERU

o Increase charge annually by Engineering News Record Construction Cost
Index

o Implement charge according to AWWA flow factor equivalencies
o Direction on the Rate Adjustments:
o Base Case — 10% for first three years
o Alternative Scenario — 11.25% first three years
« Direction on Rate Structure: _
o Incorporate water conservation features per state water use efficiency rule
o Residential: staff recommends option 4 — Half Allowance

o Split multi-family into its own class since water use is different than single
family — no discretionary use.

o Commercial / Muliifamily: staff recommends option 2 — No Allowance,
Reduced Base Charge, Meter Charges Follow AWWA

¢ Direction on Effective Date:

o July 1, 2009 — begins to raise revenues for repair and replacement of
existing assets in water fund and ensures adequate revenues to meet

debt service payments. Impacts rate payers and new development
immediately.

o January 1, 2010 — Delays repair and replacement revenues until 2010.
Debt service payments out of capital funds reducing ending fund balance

and delaying improvements to serve future growth. Delays impacts on
rate payers.

RECOMMENDED ACTION:

1. Hold a public hearing and take comments on alternative water rate structures
and general facility charge (Attachment A).

2. Provide direction to staff on Council's preferred alternative in order to prepare an
adopting ordinance for First Reading on May 14, 2009.
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ATTACHMENTS

A — Sample Rate Scenarios (options)

B — Summary Water Utility Rate Study

C- 2009 Water Fund Operating and Capital Budgets
D — Public Comments
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Attachment A
Water Rate Study

18.65
18.65
9.33
9.33
13.99

27.98

23.65
11.83
11.83
35.48

23.65

17.74

18.50
18.50
9.25
9.25
13.88

27.75

2.51
2.51
2.51

2.51
3.77
3.77

oo e

23.38
23.38
11.69
11.69
35.07

17.54

R
CR
SR

SR-E
RC
SRC

=4

Residential - Read Monthly
Senior Discount - Electronic (Read Monthly}
Residential - County (Qut of City)

Residential
Senior Discount

SR-E

RC

SRC

Senior Discount - County (Out of City)

Residential

Residential - Read Monthly

Senior Discount

Senior Discount - Electronic (Read Monthly}

Residential - County (Out of City)

Senior Discount ~ County (Out of City)
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207 LI Bohd Fund:

The LID Bond payments are made by the benefited property owners who receive annually billing
statements in December. The City may call bonds on an annual basis and the payments may be
higher or lower then projected based on the amount of principal funds collected. Several

-properties were sold in 2008 and the LID assessments were paid in full and therefore in 2009 the
City will pay two years worth of bonds ($410,000). '

" Revenues:  $205,000 principal payments
’ $150,000 interest payments

$ 3,300 penalty and investment interest
$205,000 fund reserves

: Eﬁpense: $560,000 Bond principal and interest

403 Water Revenue Bond Fund: :

‘Water/Sewer Revenue Bonds were Issued in 1996 to fund system improvements. The assets of
the Water and Sewer Utility Funds were pledged as security for the bonds, There Is a coverage

. factor of 125% which means there must be at least 125% of the annual debt service requirements
budgeied annually.

-The funding source for the bond payment is transfer from the Water and Sewer Utility Funds,
‘Each fund will contribute $50,000 towards bond payrments.

Revenue: $100,000 operating transfer in Water (400) and Sewer {401)
$ 1.500 investment interest ,
$ 59,000 fund reserves

-.-Expense: $127,070 Bond principal and interest

412 Water Debt Service Fund:

The purpose of this fund is to provide for the payment of debt service incurred by the Water Utility

‘System for capiial projects. The fund has outstanding debt for the previous the connection fo the
Everett Waterline and for second reservoir.

The funding for debt service is from has been from new connections. For 2009, there are no new
connections anticipated and the debt service payments will need to be made from the operafing
fund {(Water Utility Fund — 400) or from the CR Utility Reserve Fund (405). The PWTF loan
~- documents pledge the assets of the Water Utility for repayment of the loan. Staff has

- recommended the payments be made from the CR Utility Reserve Fund. The Water Rate Study -

will be completed in early 2009 and wilt include a monthly allocation for debt service payments
from existing water customers. .

.Revenues:  $152,000 operating transfer in from CR Utility {405)

Expense: $$151,151 Loan principal and interest

80
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Madmer] D
Deborah Knight
From: L '
"~ Sent: Friday, April 17, 2009 10:48 AM
To: Deborah Knight ] :
Subject: Re: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE INCREASE - APRIL 23,
2009 AT 7:00PM
Deborah,

I am not uncomfortable with your idea. It will save me saying it again af the Council meeting.
Thank you,

Al

-—- Original Message -—--

From: Deborah Knight
T I
Cc: 'Carolyn Eslick’ ; 'Dale Doornek’ ; 'Jim Flower' ; 'Kristina. Blair' ; 'Ron Wiediger' ; 'Ron. Wiediger' ;
sarah.davenport-smith@eci.sultan.wza.us ; 'Steve. Slawson' ; 'Brand, Jeffrey’ ; 'Connie Dunn';
donna.murphy@ci.sultan.wa.us ; 'Laura Koenig' ; 'Margaret King' ; robert. martin@ci.sultan.wa.us ; 'Angie
Sanchez' ; 'Jeffrey Beeler' ; 'Bob Knuckey'

Sent: Friday, Apri! 17, 2009 10:11 AM

Subject: RE: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE INCREASE - APRIL 23,
2009 AT 7:00PM

Al,

I would like to redact your name and e-mail address and include your comments as an attachment to
the agenda cover for the public hearing on April 23. Please let me know if you are uncomfortable with
me including your comments in the agenda packet.

Thanks,

Deborah Knight

City Administrator
360-793-1164 (phone)
360-793-3344 (fax)
deborah.knight@ci.sultan.wa.us
www.ci.sultan.wa.us

From: ;

Sent: Thursday, April 16, 2002 4:15 PM

To: Deborah Knight

Cc: 'Carolyn Eslick’; 'Dale Doornek’; 'Jim Flower'; 'Kristina. Blair'; 'Ron Wiediger'; 'Ron. Wiediger';
sarah.davenport-smith@ci,sultan.wa.us; 'Steve. Slawson'; 'Brand, Jeffrey'; 'Connie Dunn'’;
donna.murphy@ci.sultan.wa.us; 'Laura Koenig'; 'Margaret King'; robert.martin@ci.sultan.wa.us; ‘Angie
Sanchez'; deborah.knighf@ci.sultan.wa.us; Jeffrey Beeler’; Bob Knuckey

Subject: Re: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE INCREASE - APRIL 23, 2009 AT

7:00PM
D -

4/17/2009
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Deborah,
My comments are in your text.

Al

----- Original Message -—--

From: Deborah Knight

To:' :

Cc: 'Carolyn Eslick’ ; 'Dale Doornek’ ; 'Jim Flower' ; Kristina. Blair' ; 'Ron Wiediger' : 'Ron. Wiediger' ;
sarah.davenport-smith@ci.sultan.wa.us ; 'Steve. Slawson' : 'Brand, Jeffrey’ ; 'Connie Dunn';
donna.murphy@ci.sultan.wa.us ; 'Laura Koenig' ; 'Margaret King' ; robert. martin@ci.sultan.wa.us ; 'Angie
Sanchez' ; deborah. knight@ci.sultan.wa.us ; 'Jeffrey Beeler' ; Bob Knuckey

Sent: Thursday, April 16, 2009 3:50 PM

Subject: RE: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE INCREASE - APRIL 23,
2009 AT 7:00PM

Al,

A rate increase is not a tax. By law, water rates must cover water expenses you “can’t take money

from somewhere else”. (I'm suggesting that other taxes in other area are decreased to offset the
increase in the Water "fee")

Certainly one option is to reduce expenses. The Council went through the budget last year and
reduced expenses turning a $143,000 deficit in the water fund into a $95,000 ending fund balance.
However, debt service payments for plant improvements to serve current customers were
transferred to the capital budget. The city is robbing peter to pay paul. { Sometimes | have to rob
Peter to pay Paul in my business and my family budget -- That's life )if this has to continue until the
economy recovers, there may be no money left in the capital budget to fund improvements fo serve
future growth as required. ( Then we will deal with it at that time. If you are upside down in your
finances, do you get your credit cards and go spent more on them? ) In effect, new customers are
paying expenses to serve current customers ( the current customers are still paying the "fee"). and
there is no money to build system improvements to meet future needs when the time comes. | can
send you a copy of the 2009 water fund operating and capital budgets to review

The council can choose to further cut expenses and delay improvements but each of these
decisions comes with costs. ( of course they do, but that is life and 1 don't complain about it, | figure
out how to do with what | have) Either the city makes small annual increases or delays the
increases to a point where the system begins to fall apart (that is why priorities are important and

you chop the less important items - that's life ) and major rate increases are required all at once.
(Again, Prioities).

Adopting a rate increase is a choice both the Council and the community have to make. Delaying
rate increases does not make the current problems go away —( again prioities, 1 know these
problems don't go away, just like family problems don't go away and they are painful also, but that is
life and we deal with it because we have to.) it just delays the pain. Our job as city staff is to
identify problems and alternatives. | am always open to alternative suggestions. (I am glad that you
are open to alternatives, because we need to find some alternative to raising taxes or “fees" The
more people who are involved in the decision making process the better the outcome.

| appreciate the time you are putting into understanding the problem and looking for other options. |
fook forward to seeing you next Thursday. (Thank you, but increased "fees" and taxes should be
the absolute last resort. When times are good, spending goes up and when revenues drop spending
must go down. That is why small government is better. )

Thank you,
D.2

4/17/2009
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—

Deborah Knight

City Administrator
360-793-1164 (phone)
360-793-3344 (fax)
deborah.knight@ci.sultan.wa.us
www.ci.sultan.wa.us

From: AdidinginmiisasiisnSucszcamaebh
Sent: Thursday, April 16, 2009 2:48 PM

To: Deborah Knight

Cc: 'Carolyn Eslick’; 'Dale Doornek’; 'Jim Flower'; 'Kristina. Blair'; ‘Ron Wiediger'; 'Ron. Wiediger";
sarah.davenport-smith@ci.sultan.wa.us; 'Steve. Slawson'; ‘Brand, Jeffrey"; 'Connie Dunn';
donna.murphy@ci.suitan.wa.us; 'Laura Koenig'; 'Margaret King'; robert.martin@ci.sultan.wa.us; 'Angie
Sanchez'

Subject: Re: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE INCREASE - APRIL 23, 2009 AT
7:00PM

Deborah,

Especially in this economy and looking into the future economy, the City of Sultan needs to arrange its
priorities in such a fashion as not to raise taxes on the citizens of Sultan. We citizens have been cutting and
arranging our priorities and | EXPECT the City to do likewise.

If you can't make it work in the Water Dept, then you need to cut somewhere else to make it work. We can not
go to our employers and our customers and get extra money just because we can't make it on what we have
now. We cut and do what we have to to survive until things get better. | expect the City to do the same.

[———

{-—- Original Message -----

From: Deborah Knight
To:

Cec: 'Carolyn Eslick’ ; 'Dale Doornek’ ; 'Jim Flower' ; 'Kristina. Blair' ; 'Ron Wiediger' : 'Ron. Wiediger'
|sarah.davenport-smith@ci.sultan.wa.us ; 'Steve. Slawson' ; 'Brand, Jeffrey' ; 'Connie Dunn' ;

donna.murphy@ci.sultan.wa.us ; 'Laura Koenig' ; Margaret King' ; robert marfin@ci.suitan.wa.us ; 'Angie
Sanchez'

Sent: Thursday, April 16, 2009 2:01 PM

Subject: RE: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE iINCREASE - APRIL. 23,
2009 AT 7:00PM

Al

City staff serve at the pleasure of the Sultan community, Council and Mayor. However, putting the
[City of Sultan government on unemployment won’t change the long-term need to operate the
water treatment plan and fund repair and replacement of the City's infrastructure or prepare for the
future growth that is planned for this community.

One option wouid be to move the water and sewer services to a separate taxing district
(water/sewer district) with a separate elected board. This would be a way to manage the water
and sewer systems separately from the city. The council could also choose to outsource garbage
collection and the cemetery. Eliminating these services would significantly reduce staff at city

D-3

4/17/2009
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hall.

Piease feel free to contact me if you want additional information about the proposed rate increase
or creating a separate water/sewer district.

Deborah Knight

City Administrator
360-793-1164 (phone)
360-793-3344 (fax)
deborah.knight@ci.sultan.wa.us
www.ci.sultan.wa.us

Fom: A —
nt: Thursday, April 16, 2009 12:39 PM
0: Deborah Knight

Cc: 'Carolyn Eslick'; ‘Dale Doornek’; "Jim Flower'; 'Kristina. Blair'; 'Ron Wiediger'; 'Ron. Wiediger';
arah.davenport-smith@ci.sultan.wa.us; 'Steve. Slawson'; 'Brand, Jeffrey'; "Connie Dunn';
donna.murphy@ci.sultan.wa.us; ‘Laura Koenig'; 'Margaret King'; robert.martin@ci.sultan.wa.us

Subject: Re: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE INCREASE - APRIL 23, 2009
AT 7:00PM

1I'm thinking we (citizens of Sultan) need to put the City of Sultan government on unemployment. Maybe you

Eill get it then.

--- Qriginal Message ——

rom: Deborah Knight

o: 'Al Wirta’

¢: '‘Carolyn Eslick’ ; 'Dale Doomek’ ; 'Jim Flower' ; 'Kristina. Blair' ; 'Ron Wiediger' ; 'Ron. Wiediger' ;
arah.davenport-smith@ci.sultan.wa.us ; ‘Steve. Slawson' ; 'Brand, Jeffrey' ; 'Connie Dunn' ;
onna.murphy@ci.sultan.wa.us ; 'Laura Koenig' ; 'Margaret King' ; robert. martin@gci.sultan.wa.us
ent: Wednesday, April 15, 2009 7:56 AM

ubject: RE: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE INCREASE - APRIL
23, 2009 AT 7:00PM

fAl,
Thanks for your comments.
Please review the attached powerpoint for the details regarding the increase. The proposed

ncrease is necessary to ensure that water rates cover water expenses. Without the proposed

ncrease the water fund will have a growing deficit in the operating fund which is not allowed by
State law.

would be happy to meet with you and review the spreadsheets.

You can give me a cali if you want to understand the city’s proposal in more detail.

Deborah Knight

Dt

4/17/2009
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City Administrator
360-793-1164 (phone)
B60-793-3344 (fax)
deborah.knight@ci.sultan.wa.us
Wwww.ci.sultan.wa.us

i pilbevalanisiauasiaen. net]
Sent: Wednesday, Aprll 15, 2009 6 16 AM
Io Deborah nght

:ub]ect Fw SULTANHOLDS PUBLICVHEARING ONPROPOSED WATER RATE INCREASE - APRIL 23, 2009
T 7:00PM

Fhe more | think about it the actual increase is more like 92.5 %
[ime for you robbers to go to jail |
L

---- Qriginal Message -----
From: Al Wirta Wrta

Bent: Wednesday, Apn[ '15 2009 60

Subject: Re: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE INCREASE - APRIL
b3, 2008 AT 7:00PM

50, your proposal is to decrease the base amount of water charged for (a 50% decrease) and decreasing

the base rate from $25.25 to 23.38 (about a 7.5% decrease). So this relates to about a 42.5% increase in
he rate.

ALL IN THE NAME OF ENCOURAGING WATER USE EFFICIENCY? THIS IS BULLSHIT RIGHT OUT
FRONT.

ALONG WITH A PROPOSAL TO CHARGE AN AXTRA $20 FOR CAR TABS.

WVHEN WILL THE GOVERNMENT EVER CUT BACK ITS SPENDING?, WHEN THE TAXPAYER HAS
HAD TO CUT BACK ON THEIR SPENDING.

| advmm——Dr.

--— Qriginal Message —-—-

From: Deborah Knight

[o: public.notices@eci.sultan.wa.us
Sent: Tuesday, April 14, 2009 6:33 PM

Bubject: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE INCREASE - APRIL 23,
PO09 AT 7:00PM

Date: April 14, 2009

. 4/17/2009
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For Immediate Release

SULTAN HOLDS PUBLIC HEARING ON WATER RATE INCREASE

The Sultan City Council will hold a public hearing and take comment on a proposed
water rate increase and a proposed increase from $5,254 to $6,209 in the charge for
new development to connect to the City's water system. The public hearing will be held
at the City Council meeting on Thursday, April 23, 2009 at approximately 7:00pm in the
Sultan Community Center located at 319 Main Street in Sultan. If approved by the City
Council the water rates under consideration will be effective on December 1, 2009.

The preferred alternative under consideration revises the water rate structure by
lowering the base rate charged for water from $25.25 to $23.38. The amount of water
included in the base rate would decrease from 800 cubic feet of water (6ccf) per month
to 300 cubic feet (3ccf) of water per month. The proposed rate structure meets the
state requirements for encouraging water use efficiency.

Under the preferred alternative, residential customers who use less than 2 ccf per
month would decrease their water bills by $1.87 per month from $25.25 per month to
$23.38 per month. Residential customers who use less than 4 ccf/month would have
an increase of $.64 from $25.25/month to $25.89 per month. Residential customers
who use 6 ccf per month would pay $30.91/month for water. Water rates continue to

increase as water usage increases. Currently, the average Sultan family pays $26.06
per month for water use.
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Under the existing water rate structure, the majority of the City's water revenues come
from the base rate rather than the volume of water used. The majority of “usage” is not
billed because it is in the fixed base rate. Low water users are in effect paying for high
water users. The study found that City water rates should be changed to make them
more equitable for all customers and provide the necessary revenue for operating
expenses, repair and replacement of existing water pipes and water plant facilities.

The last water rate study was completed in 2004 and set a $2/year increase in the base
water rates for five years. The last rate increase ook effect December 1, 2008. The

proposed water rates are based on a water rate study performed by FCS Group in
2008.

The City Council approved a water rate study in 2008 in part because water revenues
were not adequate o cover operating expenses in the 2008 budget after cutting
expenses in the operating budget. Since the water utility is an enterprise fund, the user
fees and revenues collected must cover expenses. The rate study indicates without the
proposed rate increase there will be a net deficiency in the water utility fund of
approximately $151,000 in 2010 growing to an estimated $350,000 by 2014.

The results of the study were presented to the City Council at the Council retreat in
March and at the City Council meeting on April 9, 2009. For more information contact
Public Works Director, Connie Dunn at 360-793-2231 or visit the City’s website at
www.ci.sultan.wa.us.

Deborah Knight

City Administrator
360-793-1164 (phone)
360-793-3344 (fax)
deborah.knight@ci.sultan.wa.us
www.ci.sultan.wa.us

D
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Deborah Knight

From: Deborah Knight [deborah.knight@ci.sultan.wa.us]

Sent: Wednesday, April 15, 2009 8:52 PM

To: =R

Cc: council@ct.sultan. wa.us

Subject: Re: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE INCREASE -

APRIL 23, 2009 AT 7:00PM

Cindy,

Thanks for your thoughtful comments. I appreciate your explanation. I may give you a
call tomorrow to follow-up.

L think the preferred alternative does just what you are describing. The less water used
the lower the bill. People can "pick" their plan by reducing their water use. This rate
structure is only for single family residential homes since these households have control

over their discretionary water use. The average household uses approximately 600 cubic
feet of water per month.

If a household uses less than 200 cubic feet of water, their rates will decrease by $1.87
per moenth. A household using less than 400 cubic feet of water will see a .64 cent
increase. Heouseholds using less than 600 cubic feet will pay 3$30.91 for water per month.

Low income seniors are eligible to pay half the regular rate. I understand your concern
about low-income residents and those facing current economic challenges. the propesed
rate increases won't go intc effect until 2010, The Council could choose te start with a
lower increase in 2010, but the difference will need to be "made” up in Ffuture years.

Thanks again for your comments. I will pass these along to the city council.

deborah

On Wed, 15 Apr 2009 1%:14:28 -0700

>
> Of Course I would be happy to explain.As I am reading this you weould

>actually be lowering the cost of water service {(or are considering T

»sheculd

>say) but to do that you would reduce the CF allocated per household. It

>would seem that by doing that (If I am even comprehending that

>correctly) most households would exceed the allocated usage and

>therefore be charged additional fees. As they should be. My only

>concern with that is we seem to have a high percentage of persons in

>ocur community whom this would negatively affect. By this I mean persons

»on a very fixed income such as Social Security or our residents who are

>currently laid off from their jobs. Our school district has a 73%

>population of students whom qualify for free and reduced lunch.

>Therfore we only have a margin of 27% of families in our community whom

>are not financlally challanged to provide for their families.I am

>concerned that citizens who have families are the ones that will have

»overages, and they will not have the means to pay them or be able to adaguatly budget for
the bill as a result of the adjustment for the change.

>

> I can see why the change needs to be made however maybey something of

>a stagered water usage plan can be created. Say persons who use less

>water can sign up to have plan "A" for "X"$ and a CF of"?" .I would

>suggest 3 available plans. Basically the same concept as your cell

>phone bill.You can chocse the amount ¢f usage of the 3 that best fits

>your family and you will know you will need to pay that every time.

>This can allow families as well as our seniors to pay for what they

ractually use (or the plan that is the closest to it), then base the overage fees above
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and beyond that.

>

> Does that make sense ?

>

> It seems to me that the simpler the system ,the easire to track.As

>well as the more consumers comprehend the system the less hastle they
>will give city staff when they are frustrated about a bill they do not understand.
>

> 1 hope that you see were I am going with that and it makes sence ! I

>am thinking there has to be some kind of compramise as the city has
>financial needs to provide this service,and our families are unemployed
>and need to feed their children.

>

> T realize that personally I do not reside inside city limits and
>therfore really do not have a say in city government but it still
>matters to me.My family has lived in Sky Valley since 1890.I truely

>care about our issues and goings on. So I hope vou see it as just that
>and not some babeling ding done who feels the need to aways put in their two cents weorth.
>

> Good luck with this project I know you will do well as you always do !

>T so appreciate all you do for our community ! I know ycou work very hard !

N4

> Simple acts of kindness change lives !
>
» Have a great day !

VVIV VYV

>From: deborah.knight@ci.sultan.wa.us

> TO: Seesask ]

> Subject: RE: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE
>INCREASE - APRIL 23, 2008 AT 7:00PM

> Date: Wed, 15 Apr 2009 11:28:27 -0700

Cindy,

V VYV VYV VYV Y VY

> Thanks for the feedback. When you say “lower the usage” can you help
»me understand what you mean.

Thanks,

Deborah Knight

City Administrator
360-793-1164 (phone)
360-793-3344 {fax)
deborah.knightéci.sultan.wa.us
www.cl.sultan.wa.us

VVVY VYV VY VVV VY

>From: cindy bucy [mallto:cindybuoy@hotmail.com]
> Sent: Wednesday, April 15, 2009 11:18 AM t) Cﬁ



> To: deborah.knight@ei,sultan.wa.us

> Subject: RE: SULTAN HOLDS PUBLIC HEARING ON PROPOSED WATER RATE
>INCREASE - APRIL 23, 2009 AT 7:00PM

>

> Hi Deborah,

> Thanks for the info. Although I do net live in city limits.... I think
>the idea of lowering the cost and lowering the usage seems like it wold
>cause alot of confusion. Personally I would not be tco happy at the
>idea of lowering my usage.Just a thought

Simple acts of kindness change lives !

Have a great day !
Cindy

VVVVVYVYVVVYVY

>From: deborah.knight@ci.sultan.wa.us

> To: public.nctices@ci.sultan.wa,us

> Subject: SULTAN HOLDS PUBLIC EEARING ON PROPOSED WATER RATE INCREASE -
>APRIL 23, 2009 AT 7:00PM

> Date: Tue, 14 Apr 2009 18:33:40 -0700

>

> Date: April 14, 2009

>

>For Immediate Release

>

> SULTAN HOLDS PUBLIC HEARING CN WATER RATE INCREASE

>

> The Sultan City Council will hold a public hearing and take comment on

>a proposed water rate increase and a proposed increase from $5,254 to
>$6,209 in the charge for new development to connect to the City's water
>system. The public hearing will be held at the City Council meeting on
>Thursday, Bpril 23, 2009 at approximately 7:00pm in the Sultan

>Community Center locatsed at

>31% Main Street in Sultan. If approved by the City Council the water rates
>under consideration will be effective on December 1, 2009.

>

> The preferred alternative under consideraticn revises the water rate
>structure by lowering the base rate charged for water from $25.25 to $23.38.
> The amount of water included in the base rate would decrease from 600
>cubic feet of water (6ccf) per month to 300 cubic feet (3ccf) of water per month.
> The proposed rate structure meets the state requirements for

>encouraging water use efficiency.

>

> Under the preferred alternative, residential customers who use less

>than 2 ccf per menth would decrease their water bills by $1.87 per

>month from $25.25 per month to %23.38 per month. Residential customers

>who use less than 4 ccf/month would have an increase of 5.64 from
>5$25.25/month to $25.89 per month. Residential customers who use § ccf

>per month would pay $30.91/month for water. Water rates continue to increase as water
usage increases. .

> Currently, the average Sultan family pays $26.06 per month for water use.

>

>

> Under the existing water rate structure, the majority of the City's

>water revenues come from the base rate rather than the volume of water
>used. The majority of “usage” is not billed because it is in the fixed base rate. Low
>water users are in effect paying for high water users. The study found that
>City water rates should be changed to make them more equitable for all
>customers and provide the nscessary revenue for operating expenses,

>repair and replacement of existing water pipes and water plant facilities.
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> The last water rate study was completed in 2004 and set a $2/year

>increase in the base water rates for five years. The last rate

>increase took effect December 1, 2008. The propesed water rates are

>based on a water rate study performed by FC3 Group in 2008.

>

> The City Council approved a water rate study in 2008 in part because

>water revenues were not adequate to cover operating expenses in the

>2008 budget after cutting expenses in the operating budget. Since the

>water utility is an enterprise fund, the user fees and revenues collected must cover
expenses.

> The rate study indicates without the proposed rate increase there will

>be a net deficiency in the water utility fund of approximately $151,000 in 2010
>growing te an estimated $350,000 by 2014.

>

> The results of the study were presented to the City Council at the

>Council retreat in March and at the City Council meeting on April 9,

>2009. For more information contact Public Works Director, Connie Dunn

>at 360-793-2231 or visit the City's website at www.cl.sultan.wa.us.

Deborah Knight

City Administrator
360-793-1164 (phons})
360-793-3344 (fax)
deborah.knight@ci.sultan.wa.us
www, Cl.sultan.wa.us

VVIVVVVVVVVVYVY VY
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