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> Introduction to Utility Ratemaking

e Utility rates are set to recover the cost of providing service

e Utilities incur two primary types of costs EXAMPLE

e Operating costs (regular / ongoing)
» Employee salaries and benefits
» Power / utilities
»  Monthly bill processing

» Taxes L h

® Capital costs Year 1 Year2  Year3  Year4  Yearb
» Infrastructure replacement m Operating @ Capital
» Facility expansions and upgrades
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> How Much Revenue is Needed?

Fiscal Policy Achievement

+
Other Operating Costs Annual
2= Revenue

Needs

Annual Debt Service

+

Rate Funded Capital
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63) Fiscal Policies & Reserve Targets

Proposed Target

Working capital to meet daily operating and Water: 90 days ~ $517,000

i i dit
(R)peratmg (based or:j;ti‘njfn; eei;(gs ; ;xur:Ijses from SRR SIS Ll
eserve T o Lo dget) P Solid Waste: 45 days ~ $130,000

Emergency repairs, unanticipated capital,

Capital and project cost overruns Water: 1% ~ $195,000
R (water is based on a percentage of fixed Sewer: $200,000
eserve assets at original cost, sewer is based on Solid Waste: N/A

an estimated emergency replacement cost)

Water: $712,000
Operating + Capital Sewer: $516,000-$622,000
Solid Waste: $130,000
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> Water Capital Program (in escalated $)

Annual 2025-2030 CIP: $5.5 M total (average $800,000 per year)

$1,600,000
CIP represents the City’s $1,407,873
$1,400,000 portion of expenses (net of
any outside grant funding)
$1,200,000 $1,070,978
$1,000,000 $927,935
$600,000 $536,311
$400,000
$-
2024 2025 2026 2027 2028 2029 2030
m \Water Main Loop Water Main Upsizing m Reservoirs
m Well Improvements ® Inspection & Rehabilitation O&M Improvements
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> Water Capital Funding from Reserves

$3,000,000
$2,500,000
$2,000,000
$1,500,000

$1,000,000

Available for future
capital projects

== === 90 days of O&M + 1% of fixed assets Vv

$500,000

January 1, 2024 Cash Reserves
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> Water Utility: Current Operating Forecast

$6,000,000
$5,000,000
$4,000,000
$3,000,000 5.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
$2,000,000
$1,000,000
$-
2024 2025 2026 2027 2028 2029 2030
mmm Operating Expenditures mmm City Utility Taxes mmm Existing Debt Service
mmm Rate Funded Capital = Revenue @ 2024 Rates = == Revenue with Increases
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> Water Scenario 1: Cash Funded CIP

$6,000,000
CFCs,
$50,000,, 1%

Water Sales,
$4,940,000,
89%

$5’000’000 Reserves,
$540,000, 7.00%
10% 2 00% 7.00%
4,000,000 - =
’ 9.00% _ -
9.00% =
9.00% -
$3,000,000 -
$2,000,000
$1,000,000
$-
2024 2025 2026 2027 2028 2029 2030
mmm Operating Expenditures mmm City Utility Taxes mmm Existing Debt Service
mmm Rate Funded Capital = Revenue @ 2024 Rates = == Revenue with Increases
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«» Water Scenario 2: Cash & Debt Funded CIP

$6,000,000
Water Sales, CFCs,
$1,960,000, $50,000, 1%
35%
$5,000,000
Reserves, Debt,
$530,000, $3,000,000,

$4,000,000  10% 54%

0
2.75% 2.75% 2.75% 2.75%

$3,000,000 5.00%

$2,000,000
$1,000,000
$-
2024 2025 2026 2027 2028 2029 2030
mmm Operating Expenditures mmm City Utility Taxes mmm Existing Debt Service
mmm New Debt Service mmm Rate Funded Capital = Revenue @ 2024 Rates

== == Revenue with Increases
FCS GROUP Slide 11



‘ [ ] [ ]
> Water Scenario Overview

I N - 7 N 2 I R

Rate Increase 5.00% 9.00% 9.00% 9.00% 7.00% 7.00% 7.00%
Bill: 3/4” meter with 14 ccf of usage $65.12 $70.98 $77.37 $84.33 $90.24 $96.55 $103.31

I T B T R T T

Rate Increase 5.00% 2.75% 2.75% 2.75% 2.75% 2.75% 2.75%
Debt Proceeds $2.0M $1.0M
Bill: 3/4” meter with 14 ccf of usage $65.12 $66.91 $68.75 $70.64 $72.59 $74.58 $76.63

City Utility Tax: Cash Funded Rate Increases with 20% Water City Utility Tax Option**

| o | a5 | 2026 2027 | 2028 | 209 | 2030

Rate Increase 5.00% 4.25% 4.25% 4.25% 4.25% 4.25% 4.25%
Bill: 3/4” meter with 14 ccf of usage $65.12 $67.89 $70.77 $73.78 $76.92 $80.19 $83.59

* Eight (8) months of 5% rate increase (partial year implementation)
** Current Water City Utility tax is 29%
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> Sewer Capital Program (in escalated $)

$3,000,000

$2,500,000

$2,000,000

$1,500,000

$1,000,000

$500,000

FCS GROUP

Annual 2025-2030 CIP: $11.0 M total (average $1.6 M per year)

$2,362,125
$1,629,081
$710,994  $735,878
— . .
2024 2025 2026 2027 2028 2029 2030
m Solids Handing Improvements Dryer Design Preservation & Maintenance
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> Sewer Capital Funding from Reserves

$4,500,000
$4,000,000
$3,500,000
$3,000,000
Available for future

$2,500,000 capital projects

$2,000,000
$1,500,000

$1,000,000

—

$500.000 = === 60 days of O&M + $200,000 V'

$-

January 1, 2024 Cash Reserves
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> Sewer Utility: Current Operating Forecast
$9,000,000

$8,000,000
$7,000,000
$6,000,000
$5,000,000

$4,000,000 5.00% 0.00% 0.00% 0.00% 0.00% 0.00% v

$3,000,000

$2,000,000

$1,000,000
$-

2024 2025 2026 2027 2028 2029 2030

mmm Operating Expenditures mmm City Utility Taxes mmm Existing Debt Service
mmm Rate Funded Capital = Revenue @ 2024 Rates = == Revenue with Increases
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> Sewer Scenario 1: Cash Funded CIP

$9,000,000

Sewer Sales,
$11,250,000,
100%

CFCs,
$30,000, 0%

$8,000,000

25.50% 0.00% 0.00% 0.00%
$7,000,000

$6,000,000 25.50% “

$5,000,000 2550%,
$4,000,000 5.00%’ o
$3,000,000
$2,000,000
$1,000,000
$-
2024 2025 2026 2027 2028 2029 2030
mmm Operating Expenditures mmm City Utility Taxes mmm Existing Debt Service
mmm Rate Funded Capital = Revenue @ 2024 Rates = == Revenue with Increases
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**’ Sewer Scenarlo 2: Cash & Debt Funded CIP

$9 000 000 Sewer Sales, CFCs,

$2,330,000, $30,000, 0%
$8,000,000 "
Debt,
$7,000,000 6,250,000,
Reserves, 5%
$6,000,000  $2,440,000, 7.50%
22% 7.50%
$5,000,000 —
$4,000,000 5.00%
$3,000,000
$2,000,000
$1,000,000
$-
2024 2025 2026 2027 2028 2029 2030
mmm Operating Expenditures mmm City Utility Taxes mmm Existing Debt Service
mmm New Debt Service mmm Rate Funded Capital = Revenue @ 2024 Rates

== == Revenue with Increases

FCS GROUP Slide 18



7 . =
> Sewer Scenario Overview

I N - 7 N 2 I R

Rate Increase 5.00% 25.50% 25.50% 25.50% 0.00% 0.00% 0.00%
Bill: Residential Customer $104.49 $131.13 $164.57 $206.53 $206.53 $206.53 $206.53

I T B T R T T

Rate Increase 5.00% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50%
Debt Proceeds $3.0M $3.25 M
Bill: Residential Customer $104.49 $112.32 $120.75 $129.80 $139.54 $150.00 $161.25

City Utility Tax: Cash Funded Rate Increases with 20% Sewer City Utility Tax Option**

| o | a5 | 2026 2027 | 2028 | 209 | 2030

Rate Increase 5.00% 18.50% 18.50% 18.50% 0.00% 0.00% 0.00%
Bill: Residential Customer $104.49 $124.08 $147.03 $174.23 $174.23 $174.23 $174.23

* Eight (8) months of 5% rate increase (partial year implementation)
** Current Sewer City Utility tax is 29%
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62) Solid Waste Capital Program (in escalated $)

Annual 2025-2030 CIP: $847,000 total ($121,000 per year)

$160,000 $148,461 $153,657
$140,000 $129.375 $133,903
$120,000
$100,000

$80,000

$60,000

$40,000

$20,000

$-
$-
2024 2025 2026 2027 2028 2029 2030
m Truck Replacement Can Replacement

FCS GROUP Slide 21



> Solid Waste Capital Funding from Reserves

$900,000
$800,000
$700,000
$600,000
Available for future

$500,000 capital projects

$400,000
$300,000

$200,000

—

$100,000 == 45days of 0&M v/

$-

January 1, 2024 Cash Reserves
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> Solid Waste Utility: Current Operating Forecast

$3,000,000
$2,500,000
$2,000,000
$1500000 5 5o 0.00% 0.00%
$1,000,000
$500,000
$-
2024 2025 2026 2027 2028 2029 2030
mmm Operating Expenditures mmm Yakima Solid Waste Fee mmm City Utility Taxes
mmm Rate Funded Capital = = Revenue @ 2024 Rates = Revenue with Increases
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*tf) Solid Waste Scenario 1: Cash Funded CIP

$3,000,000 ' 5olig Waste

Sales,

$370,000,
$2,500,000 h
Reserves,
$480,000,
56%
$2,000,000
2.75%
0 2.75% 2.75%
$1,500,000 2.15% 2.15%
$1,000,000
$500,000
$-
2024 2025 2026 2027 2028 2029 2030
mmm Operating Expenditures mmm Yakima Solid Waste Fee mmm City Utility Taxes
mmm Rate Funded Capital = = Revenue @ 2024 Rates = Revenue with Increases
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> Solid Waste Scenario Overview

S N O O 2 I TN T

Rate Increase 5.00% 2.75% 2.75% 2.75% 2.75% 2.75% 2.75%
Bill: 90-gallon can $26.87 $27.61 $28.37 $29.15 $29.95 $30.77 $31.62

City Utility Tax: Cash Funded Rate Increases with 20% Solid Waste City Utility Tax Option**

I N T I T TN T

Rate Increase 5.00% 0.50% 0.50% 0.50% 0.50% 0.50% 0.50%
Bill: 90-gallon can $26.87 $27.00 $27.14 $27.27 $27.41 $27.55 $27.69

* Eight (8) months of 5% rate increase (partial year implementation)
** Current Solid Waste City Utility tax is 29%
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.0:) Water Monthly Bill Comparison
% Single Family (3/4” Meter & 14 ccf of usage)

$100.00
$90.00
000 o oo
$70.00 $66.91 365,10
$60.00 $59.88  §57.05 ¢57.04
$50.00 4125 64420 $4370 44909 3051
$40.00 01 $39.06 ¢35 45
$30.00
$20.00
$10.00
$-
N\ S S O N\ <& & AN S
. . & o Q & N\ NG N
Q&\(&\Q <& & Q‘b@(b © S S «\‘\Q’s < Qb&%
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\‘%Q\ S N\
& & Q
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I) Sewer Monthly Bill Comparison

4" Single Family (Residential customer, 12 ccf of flow)
$160.00

$140.00  $131.13
$120.00 3
$100.00

$80.00

$60.00

$40.00

$20.00

$-

FCS GROUP

$104.49

§78.92 47479

$72.40 $69.89 $67.70
$53.15 $50.40
$35.72
. $25.60

m Fixed mVolume
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%9 Solid Waste Monthly Bill Comparison

Single Family (90-gal can or equivalent)

$40.00
$35.00

$30.67
$30.00 $27.61

526.87 $25.70 g4 7
$25.00 ' $22.81
$20.06  $19.75
$20.00 $17.86  $17.50
$15.00 $14.52
$10.00
$5.00
$-
& S O ¥ D

\‘b ~\0 \ W« & N @ S \‘b N\

R\ Q} & > <O %2 S ) R S

S 3 & F ¢
$z? Q v

& &

&OQ &QQ
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<> Next Steps

e Additional scenario considerations?
e Discussion on utility tax adjustments for each utility
e Scenario options — debt vs. no debt

e Additional items for us to come back with at the
council meeting?
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Thank you!
Questions?

www.fcsgroup.com
Angie Sanchez Virnoche Amanda Levine
Vice President / Principal Project Consultant
(425) 336-4157 (425) 615-6509
angies@fcsgroup.com amandal@fcsgroup.com

“» FCS GROUP

Solutions-Oriented Consulting
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