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MEMORANDUM
DATE: July 7, 2020
TO: Village of Darien Public Works, Streets, Water and Sewer System Committee
FROM: Rebecca Houseman LeMire, Village Administrator/Clerk-Treasurer
RE: Review and possible recommendation to the Village Board relating to a Simplified

Rate Case for the Darien Water Utility

The Darien Water Works and Sewer System {“Utility”) received a Financial Outreach Letter from the

Public Service Commission (PSC) in July 2017. The letter required the Utility to request an application
for a Conventional Rate Case {“CRC") within 45 days. Staff applied for the CRC and engaged Ehlers to
assist with the water rate study and the CRC. This resulted in a 23.29% water rate increase.

As part of the engagement with Ehlers, the Village’s goal was to obtain a Long-Range Cash Flow
Analysis that would project revenues and identify user rate increases to meet the financial obligation
of the Utility for many years to come.

The Water Utility Cash Flow Analysis is included in the attached Final Report from Ehlers on page 3.
This document shows the estimated and projected total revenues and expenditures for the Utility
through 2027 and includes 3% Simplified Rate Cases (“SRC"} in 2020, 2022, 2024, and 2026. These
regular small increases are necessary to fund the increases in expenditures associated with the Utility
in the future. Some of these expenses, which increase annually, include electricity for pumping,
infrastructure repairs and maintenance, water treatment chemicals, staff wages and benefits, and
software costs. Without these small increases at regular intervals, the Utility would again be forced to
submit rate case study and CRC at the expense of the rate payers.

The following tables show the impact of the proposed 3% rate increase on the monthly base rates
(Table 1), the water volume charges (Table 2}, the sewer volume charges (Table 3), and the average
monthly bills (Table 4).




TABLE 1: Impact on Minimum Monthly Base Rates

Minimum Monthly Base Rate
0 Current Public
Meter Current Fire Protection Current Proposed
Size | Water Rate (FP) Sewer Sewer*

3/4" $12.0 $17.30 $29.32 $29.32
1" $15.00} $43.00 $34.70 $34.70
11/2" $23.0 $87.00 $43.68 $43.68
2" $28.00 $138.00 554,45 $54.45

*No change proposed

TABLE 2: Impact on Water Volume Charges
Water Volume Charges:

Current Monthly
Charge per 1,000

Gallons Used Gallons
1,000-8,334 $7.63
8,335-33,334 $6.30
Over 33,335 $4.30

TABLE 3: Impact on Sewer Volume Charge
Sewer Volume Charge:

Monthly Charge per 1,000 Gallons*; $9.90
*No change proposed

TABLE 4: Impact on Average Monthly Utility Bills

on Monthly Bills: Current Difference
Average Residential $128.74
Average Commercial $128.74

Large-scale Commercial $285.42
Average industrial $301.62
Large-scale Industrial $1,573.68

The data in Table 4 makes the following assumptions:
e Average residential bill includes a %” meter and 4,000 gallons of water used per month
e Average commercial bill includes a %” meter and 4,000 gallons of water used per month
o Large commercial bill includes a %" meter and 14,000 gallons of water used per month
e Average industrial bill includes a %" meter and 15,000 gallons of water used per month
o Large industrial bill includes a 1 4" meter and 100,000 gallons of water used per month



Using the data and assumptions in Table 4, the average monthly residential and commercial bills
would increase by $1.79, which is a 1.39% increase over the current bill. If approved, the effective
date of this increase will be October 21, 2020. Per the PSC analysis of the case (see attached
application), the Village can expect to see an increase in revenue of roughly 512,916 in the first 12

months.

RECOMMENDATION
Staff recommends that the Public Works Committee recommend approval of this application for a 3
percent simplified rate increase for the Utility’s base water, fire protection, and water volume rates

to the Village Board.

ATTACHMENTS
June 15, 2018 Water Utility Rate Study — Final Report; Simplified Rate Case Application
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Memo

To: The Village Board, Village of Darien, WI

From: Brian Roemer Zg,/;”“

CC: Rebecca Houseman LeMire, Administrator/Clerk-Treasurer; Jon Cameron, Ehlers
Date: June 15, 2018

Subject: Village of Darien, WI —2017-18 Water User Rate Study Completion

This memo is intended to inform the Village Board of the Village of Darien, Wisconsin (“the
Village”) of results of the Water User Rate Study (“the Study™) completed by Ehlers &
Associates. The Village engaged Ehlers in late summer of 2017 to prepare a Water Rate Study
for its water utility. The application was submitted on November 6", 2017 and accepted on
November 7%, 2017. The Wisconsin Public Service Commission (“the PSC”) has submitted its
Final Decision. The Rate Implementation Letter has been filed on the PSC Electronic Records
Filing System (ERF) and rates will go into effect July 19", 2018 closing the Conventional Rate
Case.

Reviewing the Background and Objectives of the Study:

Darien Water Works and Sewer System (“the Utility”) received a Financial Outreach Letter from
the PSC sent July 11™, 2017. Within the letter it is stated, “Commission staffs’ review of 2016
annual report data indicates that the utility continues to face financial difficulties and operated at
a loss of $49,209 over the last two years and as of December 31, 2016, had only 26 days cash
available.” The letter also required the Utility to request an application for a Conventional Rate
Case (“CRC”) within 45 days from receipt of the letter and to submit the application before
November 15%, 2017. It was Village staffs’ in coordination with Ehlers objective to complete the
application, review and aid the Village through the PSC proceedings, and provide a Long-Range
Cash Flow Analysis that would project out revenues and identify projected user rate increases to
meet all financial obligations of the utility in future years.

Results of the Study:

The PSC through its Revenue Requirement has determined the Utility needs an $83,354
(approximately 23%) increase to 2017 revenues. Through its Cost of Service Study and Rate
Design they have determined the average Residential customer (using 3,000 gallons per month
and including fire protection) to have a 22.54% increase to their monthly water bill. Further
results of the Final Decision issued by the PSC can be found on the PSC website and have been
provided to Village staff. Water rates authorized in this decision will result in an estimated net
operating income of approximately $90,545 which provides a 4.25 percent return on the water
utility net investment rate base of $2,130,464. In addition, with the new rates and a transfer from
Impact Fee fund balance the Utility will be above the PSC threshold for Days Cash on Hand.

— . —1-800-5652-1171 | www.ehlers-inc.com
- [ Page 1
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Next Steps:

As a part of its final decision the PSC has required the Utility take several actions. See table
below.

1. | The rates approved in this docket shall take effect no later Completed
than 90 days (9/4/2018) from the service date (6/6/2018) of
this Final Decision or as directed by the Commission or
Commission staff. This has been completed

2. | No later than 180 days from the effective date of this Final Not

Decision (12/4/2018; 180 days from June 7, 2018), the Completed.
applicant shall use the most recent version of the AWWA We have
Water Audit Spreadsheet to develop a non-revenue water provided this
control plan. The applicant shall provide a copy of the audit | file to the
and plan to the Commission. Excel file attached. Utility.

3. | The utility needs to make a copy of the new rates available to | Completed
the public before the effective date (what you put in the Rate
Implementation document) by placing a copy of the new
rates at locations where customer payments are accepted, on
the utility’s Internet site, or in a form and place that is
otherwise readily accessible to the public.

Outside of the rate case we recommend revenues, operating income, and days cash on hand be
analyzed annually. Meanwhile, we recommend the Utility utilize the PSC Simplified Rate Case
procedure when appropriate and a rate study comingled with a cash flow analysis done every
three to five years. We have provided the updated (from prior versions presented) Long-Range
Cash Flow Analysis as discussed in our scope of service to be provided to the Village. This does
not include any capital outside of meter replacements (7,600 per year). It has been a pleasure to
coordinate with Village staff and we thank you for the opportunity to work for your community
on the Water Rate Study.

B -1-800-652-1171 | www.ehlers-inc.com
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Simplified Rate Case Application - Water Class D
1550 - Darien Water Works and Sewer System

Public Service Commission of Wisconsin (fiting this form out is in accordance with Wis.Stat196.193)

PO Box 7854 3011(1/1/2020)
Madison Wt 53707-7854

Preparer Name: Rebecca Houseman LeMire
Preparer Phone Number: {262)882-5055

Preparer Email Address: rlemire@darienwi.com
Date Application will be filed with the PSC: 07/24/2020
Notice Date to be Mailed/Published: 07/23/2020

Newspaper Name: Delavan
Enterprise
Rate Effective Date: 10/21/2020

Annual Report Information Page

1| Total Sales of Water _ W-1 $430,523
2|Rate Increase Factor 3.0%
3iLine 1 * Line 2 $12,916
4|Net Operating Income (Operating Revenues - Operating Expenses) W-1 $35,589
5|Adjusted Total Operating income (Line 3 + Line 4) $48,505
6|Average Net Rate Base - Water Utility F-23 | $2,046,139
7iLine 5/Line 6 - ‘ 2.4%
8|Test 1 - Financial Eligibility Qualifies * Yes
9|Adjusted Operating Income {Line 5)

10| Total Operation & Maintenance {O&M) expense (600 and 900 accounts only)

11{Line 9/ Line 10

12|Test 2 - Financial Eligibility Qualifies **

* Eligible if line 7 <= 4.90%
** Eligible i line 11 <= 6.0%

History Check
Effective Date of the Last Full Rate Case: 07/19/2018

Rates from last fuli rate case have been in effect for at least one full calendar year and the
current annual report has heen filed. Yes

If Class AB, it has been 5 years or less since the last full rate case, NA
Effective Date of the Last SRC: 10/01/2016
Rates from the last SRC have been in effect for one year (12 months}. Yes
Water Meter Rates
5/8" meter rate at the last full rate case: 12.00
Current 5/8" meter rate: 12.00
If Class C or D, current rate is less than 40% higher than the last full rate case. Yes

5/8" meter rate percent increase since last full rate case: 0.00%

Date Printed: 6/18/2020 11:38:39 AM




Notice of Rate Increase
Water Customers of the Darien Water Works and Sewer System

This is to give you notice that the Darien Water Works and Sewer System may file an application on
duly 24, 2020, with the Public Service Commission of Wisconsin {(PSC), for authority to increase water
rates. Rates for general service will increase 3.0 percent. The increase is necessary to reduce the
existing deficiency in present rates. The request is being made under Wis. Stat. 196.193. Rate
increases granted under this statute do not require a public hearing. The effect of the increase for
some selected customers is shown below. Public Fire Protection and Wholesale rates (if applicable)
will also increase 3.0 percent.

Existing Revised

Customer Classification Meter Size | Gallons Monthly Monthly
Rate Rate

Average Residential 3/4 4,000 $42.52 $43.80
Commercial 1 19,300 $147.67 $152.12
Muitifamily 1 30,500 $218.23 $224.81
Public Authority 11/2 51,700 $323.05 $332.79
Industrial 2 286,700 $1,338.55| $1,378.99

The Village Board will review and possibly take action to submit the application for the proposed rate
increase at the regular meeting on Monday, July 20, 2020, at 7:00 p.m., or as soon thereafter as the
matter may be heard,

This rate increase will go into effect on October 21, 2020.. If you have any questions about the rate
increase request, call the Darien Water Works and Sewer System at (262) 882-5055.

Date Printed: 6/18/2020 11:38:3% AM



