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Agenda

* Introductions

* Model Structure

* Proposed Rate Structure Changes

e Comparisons to Nearby Communities
* Financial and Affordability Projections

* Questions
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Objective of Dynamic Rate Model Analysis

« Evaluate current rate structure’s » Provide recommendations for
ability to generate necessary rate structure to support goals in
revenue to: a fair and equitable manor

— Maintain operation of sewer among all rate payers
treatment system(s) o o
and current debt retirement * Assist in determining

— Fund any necessary future affordability and any future
improvements and CIP regulatory schedules
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Elements Required
to Build an Accurate

Financial Policies

Rate Model '-“.'-"-'5 - "
« Number and function of « Anticipated interest on
accounts sa_ving a&d |gar§ -

. Flscal pohcles suoh as  Desired fiscal goals
minimum operating (i.e. establish emergency
balance or reserve polloles reserve, offset future CIP

EX|st|ng and future cost)

. loan/bond commitments

Annual Income Present and Future Expenses

. . f n
« Ordinance/fee structure « Wholesale Agreements ?(;c?gepngree&ti:nsagggu ts

: : 1 maintenance expenses
« Identifications of large « Planned Future Rate

- industrial customers ~ Increases » Anticipated inflation rate
of expenses

« Customer Account
Classifications « Identify repair and
replacement needs/goals

« Availability of metering data

« Non-usage based fees « Anticipated rate of _ _
(connection/ privilege fee, development growth (or + Published capital
tax revenue, etc) decline) improvement plan
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Model Structure

Examples:

* Metered Billing Revenue
+ Grants

* Interest Income

' 0 nnection F
Operating Income Connection Fees

- Operating Costs Examples:
« Salaries & Benefits

Billing, Office & Other Overhead

* Insurance & Bonding

* Professional Services
 Electricity & Utilities for Operations
» Operating Supplies & Equipment

* Maintenance & Repairs

= Net Operating Income

Considering Current Loans and CIP, Develop:
* Reserves
*  Adjustments to rates as needed
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Proposed Rate Structure Changes

 City of Cleveland Water Department (CWD) implemented monthly billing and worked with North
Olmsted to calculate monthly bills, similarly, using North Olmsted’s quarterly rates.

e Conversion is unnecessarily complex, and North Olmsted would like to simplify overall structure
while minimizing impact to customers:

<1 MCF = $30.38 + $55.68/ MCF Minimum = $10.51

1 MCF or more = $30.38/MCF + $55.68/MCF Usage = $86.06/MCF




North Olmsted
Proposed 2020 Rate Scenario

Monthly Bill Calculation for Average User _

Proposed Minimum Charge $10.51
Proposed Unit Charge $86.06 MCF
for 0.84 MCF
Total Proposed Unit Charges $72.39
Total Proposed Bill $72.39
Bill Formula:

If MCF * $86.06 <= $10.51, then bill is $10.51
If MCF * $86.06 > $10.51, then bill is MCF * $86.06
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Impact to Residents

2019 2020
Total Monthly for Total Monthly Bill Projected FY19to Projected FY19 to FY20
Customer Class Average Usage # of % of % of Revenue % of2019 Average Revenue % of 2020 for Average FY20 Dollar Change Percent Change in
(MCF/Monthly) (MCF/Monthly) Accounts Accounts Usage (Calculated) Revenue Usage (Calculated) Revenue Usage in Monthly Bill Maonthly Bill
0-0.1 0.04 723 6.06% 0.05% 591,594 1.0% $12.27|  $136,008 1.4% $10.51 -$1.76 -14.3%
0.1-0.33 0.23 2,970 24.91% 7.3% 5793,318 8.3% $23.02 $705,683 7.5% 519.94 -5$3.0¢8 -13.4%
0.33-0.5 0.42 3,071 25.76% 13.8%| 51,305,856 13.7% $35.85| 51,290,318 13.6% 535.84 $0.00 | 0.0%
0.5 0.50 n/a n/a n/a n/a n/a $43.03 n/a n/a $43.03 | 0.0%
0.5-1 0.69 4,229 35.48% 31.8%| 52,959,564 31.1% $59.06| 52,957,165 31.2% $50.06 | 0.0%
1-3 1.34 697 5.85% 10.0% $929,481 9.8% 5114.91|  $929,344 9.8% 5114.91 .0d) 0.0%
-5 3.86 69 0.58% 2.8%|  $262,605 2.8% $331.85| $262,545 2.8% $331.84 $0.0] 0.0%
>5 19.95 162 1.36%| 34.3%| $3,184,805| 33.4%| $1,717.11| $3,184,861| 33.6%| $1,717.11 $0.00) 0.0%
Total 11,921 100% 100%| $9,527,314| 100.0% $9,465,923 100% |

*this does not consider affordability or homestead discount rates.
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Rate Block Statistics

1009t >5 1.36%
0

L -3 - 5, 0.58%

90%

« Groups customer 80%
data by usage per  7g9
account per month

« Compare baseline
usage and revenue
to evaluate how 40%
different groups are 5,
impacted by rate
increases.

60%

50%

20%

10%

6.06% 0.05% 1.0% 1.4%

0%
% of Accounts % of Usage % of 2019 Revenue % of 2020 Revenue

Account Usage per Bill Period (MCF)
m0-0.1 ®0.1-0.33 m0.33-0.5 m05-1 ml-3 m3-5 m>5




Local Rate Comparisons

_ Current/2020 Rate Homestead or Affordability Rate

North Olmsted $86.06/MCF $5.25 + $43.03/MCF
NEORSD (Suburbs)* $100.75/MCF $60.50/MCF
Lakewood $75/MCF $56.30/MCF

CWD (FirstHigh Service; ¢4 50 + $48.28/MCF (>0.2)  $5.80 + $18.46/MCF
5/8-inch)

Westlake (Single Family) $40 per quarter (~$13.33/mo) h/a

Lorain $15 + $63.80/MCF n/a

Summit County (Residential) $56.03+ $66.70/MCF n/a

*NEORSD (Suburbs) charges additional fee for stormwater.
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Proposed Rate Increases

Fiscal Year Proposed Increase Minimum Fee Usage Charge
(per mcf)
2020 0.0% $10.51 $86.06
2021 0.0% $10.51 $86.06
2022 2.0% $10.72 $87.78
2023 2.0% $10.93 $89.54
2024 2.0% $11.15 $91.33
2025 2.0% $11.38 $93.15
2026 2.5% $11.66 $95.48
2027 2.5% $11.95 $97.87




Affordability and Homestead Rates

2020 North Olmsted Affordability & CWD Homestead
Rate Homestead Rate Rate

Fixed Charge $5.80

$5.25
(50% Discount)

$43.03
(50% Discount)

Minimum Charge $10.51 N/A

Usage Charge
(per MCF)

$86.06 $18.46




Balance Projection

Revenue and Expense Inputs and Assumptions




Notes/Assumptions: Enter data in green areas only. Italicized values do not feed total. Reserve information from 2016 Model and
"Copy of Schedule Ill for rate study for 2019-2027".

North Olmsted

Operating Cost and Income Items

Residential Rate Increase n/a 3.0% 3.0% 0.0% 0.0% 2.0% 2.0% 2.0% 2.0% 2.5% 2.5%
Commercial Rate Increase (NOT USED) n/a
Total Number of Customers 11921 11921 11921 11921 11921 11921 11921 11921 11921 11921 11921
Operating Incomes
User Charges (Actual or Projected) $9,082,700 $8,801,313 $9,065,352 $9,372,331 $9,372,331 $9,559,777 $9,750,973 $9,945,992 $10,144,912 $10,398,535 $10,658,499
User Charges (Actual or Projected) with Collection Shortfall $9,082,700 $8,554,121 $9,065,352 $9,109,102 $9,109,102 $9,291,284 $9,477,109 $9,666,651 $9,859,984 $10,106,484 $10,359,147
Non-Metered Revenue S0 S0 S0 S0 S0 S0 S0 S0 S0 S0 S0
Residential Metered Revenue 59,055,650 58,801,313 59,065,352 59,465,923 59,465,923 59,655,241 59,848,346 510,045,313 510,246,219 $10,502,375 510,764,934
Less Homestead Accounts n/a n/a n/a -S161,666 -S161,666 -5164,899 -5168,197 -$171,561 -5174,992 -5179,367 -5183,851
Homestead Program Revenue n/a n/a n/a 580,830 580,830 582,446 584,095 $85,777 587,493 589,680 591,922
Less Affordability Accounts n/a n/a n/a -$25,512 -$25,512 -526,022 -526,542 -527,073 -527,615 -528,305 -529,013
Affordability Program Revenue n/a n/a n/a S$12,756 S$12,756 $13,011 13,271 S$13,536 513,807 514,152 S$14,506
Anticipated Decrease in Revenue from Decreased Usage n/a S0 S0 S0 S0 S0 S0 ) S0 ) S0
Anticipated Revenue from New Connections n/a S0 S0 S0 S0 S0 S0 ) S0 ) S1
Other Revenue (including Fairview Park and Olmsted Township Revenue) $1,684,889 $1,608,038 $1,608,038 $1,608,038 $1,608,038 $1,608,038 $1,608,038 $1,608,038 $1,608,038 $1,608,038 $1,608,038
Revenue Adjustments (+ or -) S0 SO S0 SO S0 SO S0 SO SO SO S1
TOTAL $10,767,588 $10,162,159 $10,673,390 $10,717,140 $10,717,140 $10,899,322 $11,085,147 $11,274,689 $11,468,023 $11,714,522 $11,967,186
Operating Costs Inflation Factor %
Salaries & Benefits for Administration Staff 2.0% $423,950 $432,429 $441,078 $449,899 $458,897 $468,075 $477,437 $486,985 $496,725 $506,660 $516,793
Billing, Office Operation & Utilities, Rent & Other Overhead 2.0% $568,036 $579,396 $590,984 $602,804 $614,860 $627,157 $639,700 $652,494 $665,544 $678,855 $692,432
Insurance & Bonding 2.0% 588,426 $90,195 $91,999 $93,839 $95,715 $97,630 $99,582 $101,574 $103,605 $105,677 $107,791
Accounting, Legal, Engineering & Other Professional Services 2.0% $279,483 $285,073 $290,774 $296,590 $302,521 $308,572 $314,743 $321,038 $327,459 $334,008 $340,688
R&R Reserve Payments 0.0% $500,000 $50,000 $1,240,000 $1,007,000 $802,000 $997,000 $792,000 $722,000 $880,280 $854,429 $865,125
Capital Reserve Payments 2.0% S0 S0 S0 S0 S0 S0 S0 S0 S0 S0 S0
Salaries & Benefits for Operations Staff 2.0% $2,096,292 $2,138,218 $2,180,982 $2,224,602 $2,269,094 $2,314,476 $2,360,765 $2,407,981 $2,456,140 $2,505,263 $2,555,368
Utilities for Operations 2.0% $126,605 $129,137 $131,720 $134,354 $137,041 $139,782 $142,578 $145,429 $148,338 $151,304 $154,331
Operating Supplies & Equipment 2.0% $450,380 $459,388 $468,576 $477,947 $487,506 $497,256 $507,201 $517,345 $527,692 $538,246 $549,011
Chemicals 2.0% $91,631 $93,464 $95,333 $97,240 $99,184 $101,168 $103,192 $105,255 $107,360 $109,508 $111,698
Equipment Leases 2.0% S0 $0 S0 S0 S0 S0 S0 S0 S0 S0 $0
Regular Maintenance & Repairs 2.0% $163,386 $166,654 $169,987 $173,386 $176,854 $180,391 $183,999 $187,679 $191,433 $195,261 $199,167
Auto & Other Rolling Stock 2.0% S0 S0 S0 S0 S0 S0 S0 S0 S0 S0 S0
Permits, Training 2.0% $16,759 $17,095 $17,436 $17,785 518,141 $18,504 518,874 $19,251 $19,636 $20,029 $20,430
Taxes and Franchise Fees 0.0% S0 S0 S0 S0 S0 S0 S0 S0 S0 S0 $0
Electricity for Operations 2.0% $453,885 $462,962 $472,221 $481,666 $491,299 $501,125 $511,148 $521,371 $531,798 $542,434 $553,283
Sludge Disposal 2.0% $160,384 $163,591 $166,863 $170,200 $173,604 $177,076 $180,618 $184,230 $187,915 $191,673 $195,507
Separation Accrual/27th Pay 2.0% $51,000 $52,020 $53,060 $54,122 $55,204 $56,308 $57,434 $58,583 $59,755 $60,950 $62,169
Cost Adjustments (+ or -) SO SO SO SO SO SO SO S0 SO S0 S1
TOTAL $5,470,216 $5,119,621 $6,411,013 $6,281,433 $6,181,922 $6,484,520 $6,389,271 $6,431,216 $6,703,681 $6,794,298 $6,923,792
Net Operating Income $5,297,372 $5,042,538 $4,262,377 $4,435,706 $4,535,218 $4,414,801 $4,695,876 $4,843,473 $4,764,342 $4,920,224 $5,043,395
Capital Reserve Costs Inflation Factor %
Debt Service - Current Loans n/a $3,788,385 $3,766,676 $3,831,872 $3,811,967 $3,787,958 $3,787,958 $3,787,958 $3,787,958 $3,787,958 $3,787,958 $3,787,958
Capital Replacement & Improvement 2.0% $69,235 $70,620 $72,032 $73,473 $74,942 $76,441 $77,970 $79,529 $81,120 $82,742 $84,397
Debt Service - Future Loans n/a $20,842 $84,600 $87,200 $89,600 $336,932 $335,532 $582,164 $585,064 $582,064 $584,064 $585,864
TOTAL $3,878,462 $3,921,896 $3,991,104 $3,975,040 $4,199,832 $4,199,931 $4,448,092 $4,452,551 $4,451,142 $4,454,764 $4,458,219
R&R Reserve Costs Inflation Factor %
Asset Renewal Costs - Cash SO S0 $1,190,000 $957,000 $752,000 $947,000 $742,000 $672,000 $830,280 $804,429 $815,125
Emergency Dig Jobs 0.0% $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000
TOTAL $50,000 $50,000 $1,240,000 $1,007,000 $802,000 $997,000 $792,000 $722,000 $880,280 $854,429 $865,125
Operating Reserve Goal (% of 0&M Cost) 50%  $2,735,108  $2,559,810  $3,205507  $3,140,717  $3,090,961  $3,242,260  $3,194,635  $3,215608  $3,351,840  $3,397,149 $3,461,896
Reserve Balances Starting Balance
General Operating Reserve (Excess Funds Transferred Here) $2,052,861 $2,735,108 $2,559,810 $7,198,427 $6,668,158 $5,976,751 $5,194,522 $4,402,145 $4,066,608 $3,500,937 $3,108,346 $2,824,941
Capital Reserve (Equal to Costs) n/a $7,411,269 $9,598,448 $3,991,104 $3,975,040 $4,199,832 $4,199,931 $4,448,092 $4,452,551 $4,451,142 $4,454,764 $4,458,219
R&R Reserve n/a $450,000 $450,000 $450,000 $450,000 $450,000 $450,000 $450,000 $450,000 $450,000 $450,000 $450,000
TOTAL $10,596,377 $12,608,258 $11,639,531 $11,093,198 $10,626,583 $9,844,453 $9,300,237 $8,969,159 $8,402,079 $8,013,110 $7,733,161

Check row (should equal $0) n/a n/a SO SO S0 SO S0 SO S0 SO S0




Current Loans




Notes/Assumptions: From 2016 Model. Edited costs from 2019-2027 using "Copy of Schedule Il for rate
study for 2019-2027"

Current Loans
Payments Payments Payments Payments Payments Payments Payments Payments Payments Payments Payments

Purpose 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
See YO
Expenses $3,766,676 $3,831,872 $3,811,967 53,787,958 $3,787,958 $3,787,958 $3,787,958 $3,787,958 $3,787,958 $3,787,958
. pupose [ v | v [ v2 | v3 [ va | vs [ v | vz [ v8 | v9o [ vio |
Outstanding Obligations $685,801 $685,801 $87,200 $89,600 $88,200 $88,200 $88,200 $88,200 $88,200 $88,200 $88,200

OWDA 6364 $3,102,584 $3,080,875 $3,744,672 $3,722,367 $3,699,758 $3,699,758 $3,699,758 $3,699,758 $3,699,758 $3,699,758  $3,699,758



Asset Renewal




Notes: Costs related to repair and replacement of assets totalling less than or equal to $500,000. Information from "5 yr Cap

Plan Worksheet 2020-2024"
Inflated average of past five years
Yearly Total R&R Cost S0 $0  $1,190,000 $957,000 $752,000 $947,000 $742,000 $672,000

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

Cost per Item in Useful Life




Future Loans




Notes/Assumptions:

Future Loans
Payments Payments Payments Payments Payments

Collection Payments Payments Payments Payments Payments Payments Payments Payments Payments Payments Payments
Inflation Rate Cost 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
0% ANNUAL DEBT PAYMENT  $20,842 $84,600 $87,200 $89,600 $336,932 $335,532 $582,164 $585,064 $582,064 $584,064 $585,864 $497,464 $497,464 $497,464 $248,732 $248,732

Interest Rate [Loan

Duration

Bradely Lift Station
Improvements n/a n/a n/a $20,842 $84,600 $87,200 $89,600  $88,200 $86,800  $84,700 $87,600  $84,600 $86,600 $88,400
South Interceptor
Improvements - 1st $2,000,000 4.50% 10 S248,732 S248,732 S248,732 S248,732 $248,732 $248,732  $248,732 $248,732 $248,732 $248,732
South Interceptor
$248,732 S248,732 S248,732 S248,732  $248,732 $248,732 $248,732 S248,732 $248,732  $248,732

Improvements - 2nd $2,000,000 4.50% 10



Goals

* Operating Ratio = cash cushion for operating and maintenance (O&M) expenses. Calculated
by dividing total annual revenue by total annual O&M expense.

* Typical goal would be 1-3 months of operating expenses (1.0-1.30)

* Depends on size of community and fund balance policies

* Coverage Ratio = cash cushion for debt service, after O&M expense. Calculated by dividing
net income by total annual debt service costs.

* Where net income = total annual revenue — O&M expense

* Typical goal would be 1.25




I Operating Ratio I Coverage Ratio — = Operating Ratio Goal = 1.30 — Coverage Ratio Goal = 1.25 — Break-Even Point

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
3.00

2.50

2.00

1.50

1.00 i
0.50 I
0.00

mm Net Operating Income —Operating Reserve Goal (% of O&M Cost) —G@General Operating Reserve (Excess Funds Transferred Here)
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

$3.0
$2.0
$1.0

$0.0



Balances




B General Operating Reserve (Excess Funds Transferred Here) = = R&R Reserve  E Capital Reserve (Equal to Costs) - — Total Reserve Balance

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
$14000k

$12000k < >

$10000k S <

= o
" o
-

$goook - T .

$6000k

$4000k

$2000k

Sk



Affordability




Affordability Index

mm Affordability Index for Median Customer mm Affordability Index for Average Customer —Seriesl
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
3.00%
2.50%
2.00%
Maximum Residential Affordability Index = 2.0%
1.50%
1.00%
0.50%
0.00%

Cumulative Rate Increases
—Residential Rate Increase

15%

10%

5%

0%
2020 2021 2022 2023 2024 2025 2026 2027



Questions

Review of model structure and inputs

Proposal to change from quarterly to monthly rates and simplify rate structure

Financial impact

Customer Impact




