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Highway N

Plaza One, Suite 500

Austin, TX 78759

MEMORANDUM

To: Wimberley City Council

Don Ferguson, City Administrator, City of Wimberley
From: Rocky Craley, Raftelis Financial Consultants, Inc.
Subject: Wastewater Financial Plan and Rate Study
Date: November 28, 2016
SUMMARY

Raftelis Financial Consultants, Inc. (RFC) was retained by the City of Wimberley to complete a Wastewater
Financial Plan and Rate Study. The study was needed to calculate the wastewater rate and to provide a
financial plan for the City’s new wastewater system. RFC worked with the City Administrator and the
City’s Consulting Engineer to develop the assumptions needed to estimate the revenue requirements of the
system and calculate a wastewater rate. On November 30, 2016, RFC will present its findings to City
Council.

ASSUMPTIONS

In developing a financial plan, the revenue requirements of the system must be determined. Revenue
Requirements typically include Operations and Maintenance Expenses and Debt Service related to capital
improvements. In addition, offsetting revenues are considered and reduce the revenue requirements before
rates are calculated.

Operations & Maintenance Expenses

In 2013, when the City was developing the initial estimates for the wastewater system, its Consulting
Engineer, Steve Coonan with Alan Plummer Associates, Inc., developed an Operations and Maintenance
Expense (O&M) estimate for the first year of operation. This estimate of approximately $172,000 continues
to be used in the current analysis, and is anticipated to conservatively increase by 2.0% per year.

Debt Service

In April 2013, the City received a Planning and Design Loan in the amount of $650,000 from the Texas
Water Development Board (TWDB) for the wastewater system. It is anticipated that the City will
potentially have about $150,000 in surplus funds related to the Planning and Design Loan. RFC has
assumed that the surplus funds can be used to make the final payment of approximately $128,000 in FY
2019. It should be noted that RFC recommends that prior to using surplus funds in this manner that the
City verify that this is an eligible use of the funds.



In April 2016, the TWDB approved a Construction loan in the amount of $5,255,000 with $243,005 in loan
forgiveness. In addition to the loans, the City has received a $1 million grant from the United States
Economic Development Administration. In the financial planning model, RFC has reduced the debt service
payments associated with the TWDB loan assuming that the loan proceeds can be reduced by $1 million.

As part of the TWDB loan commitment, the City agreed to contribute $200,000 per year to offset the
revenue requirement of the system. Included in this contribution is the purchase of reuse water that would
be used by its parks and utility system. While the City’s contribution is anticipated to be capped at $200,000
per year, the financial plan shows financial need slightly above $200,000 for FY 2018 of approximately
$16,000. As previously referenced, it is anticipated that there may be remaining funds from the Planning
and Development loan that may be available to offset this additional one-year revenue requirement.

Capital Recovery Fee

Partial financing of the system will be through the collection of capital recovery fees from customers
connecting to the system. It is anticipated that only revenue from fees of those customers initially
connecting to the system will be used to offset debt service payments associated with the construction of
the system. The City will be providing customers the option to pay over eight (8) years, and for modeling
cash flow, it is assumed all customers will opt to pay over the full eight years. The fee is $2,500 per LUE
and the total number of initial connections to the system is 133 LUEs. The determination of LUEs is
described in more detail below. This results in approximately $41,500 of annual revenue for eight years to
offset the TWDB loan annual debt payments.

Rate Revenue Requirement

Table 1 shows the resulting Revenue Requirement from Rates that will be needed on the system. In this
plan, rate revenue will not be collected until FY 2019, which is anticipated to be the first full year of
implementation.

Table 1
@‘ G :
$0 %0 $172.075 $175.517 $179.027
$152.947 $256,839 - $350.015 $218.202 $219.882
$152.947 $256.839 $572.090 $443,719  $448.909
($111,459) - (8215351 ($200.000) ($200,000)  ($200,000)
($41,488) ($41,488) ($41,488) ($41,488) ($41,488)
(30) (30) (312849 30) 30
$0 $0 $152,110 $152,231 $157.421
BILLING DETERMINANTS

In order to develop a rate, the billing determinants that will be utilized must be considered. In calculating
the monthly base and volume charges, RFC estimated the number of Living Unit Equivalents(LUEs) and
the amount of billed demand based on historical water usage.

LUEs for Determining Monthly Base Charge

To calculate the total LUEs, RFC considered the previous year’s usage of each of the 109 customers that
will be initially connecting to the system. That usage was converted to a daily average and then divided by
300 gallons per day (gpd). 300 gpd will be considered the daily average for | LUE and is consistent with
the 2013 Feasibility Study. Any customers with less than 300 gpd received a designation of 1 LUE. These
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customers primarily represent residential customers. Where a customer has greater than 300 gpd, the LUEs
were calculated accordingly. The total number of LUEs is 172 for FY 2019.

Wastewater Demand for Determining Volume Rate

To estimate the billed demand, RFC calculated the average of the customers’ 3-year historical consumption.
For residential customers, RFC used winter-averages from December, January and February. For
commercial customers, 100% of water usage was considered. The total anticipated billed volume is
approximately 12.7 million gallons for FY 2019.

LUEs for Capital Recovery Fee

The total LUEs assessed the Capital Recovery Fee is 133 LUEs. This is representative of the 172 LUEs
mentioned above less 39 LUEs, which represents the total number of LUEs assigned to the City’s existing
wastewater customer, Deer Creek. Deer Creek will not be charged a capital recovery fee, which is
consistent with the assumptions of the previous feasibility studies.

WASTEWATER RATE

The calculated rate for FY 2019 is shown in Table 2.

able 2

$35.00

$6.28 |
*Residential Customers billed based on winter average from December, January and February.
Commercial Customers billed based on 100% water usage.

FUTURE RATES
Based on the future estimated rate revenue requirements, the rates are projected to increase as shown in
Table 3.

Table 3

CASH FLOW

Table 4 shows the projected cash flow for the wastewater system. It is projected that based on the rates in
Table 3 and other non-rate revenues/contributions explained above, all costs of the system will be
recovered.
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Table 4

City of Wimberley
Wastewater Financial Feasibility Model
Cash Flow

Revenues
Primary Revenue
Capital Recovery Fee
Reuse Revenue
User Fees
Subtotal Primary Revenue

Non-Operating Revenues
City's Pledge
1&S Funds (Surplus TWDB Funds)
Loss (Non-Recovery of Capital Recovery Fees)
Subtotal Wastewater Rates and Charges

Total Revenues
% Change

Revenue Requirements
Total Operating and Maintenance Expenses

Capttal Costs
Rate Funded Capttal Projects
Total Debt Service
Debt Service Coverage Requirement

Contributions to Reserve Funds
Operating Reserve Fund
Debt Service Reserve
Emergency Reserve Fund
Total Reserve Contributions

Total Revenue Requirements

Surplus/Deficit

["Fy2017 | Fy2018 | FY2019 | FY2020 | Fv2021 |
$41,488 $41.488 $41,488 $41,488 $41,488
$111,459  $215351  $200,000  $200,000  $200,000
$0 $0  $I52,110  $152231  $157.421
$152,947  $256,839  $393.598  $393,719  $398,909
$0 $0 $0 $0 $0

$0 S0 $128.492 $0 $0

$0 $0 $0 $0 $0

$0 $0  $128,492 $0 $0
$152,047  $256.839  $522,090  $393.719  $398,909

13.11% 67.903% 103.28% -24.59% 1.32%

$0 $0 8172075 $175517  $179,027

$0 $0 $0 $0 $0
$152,047  $256,839  $350,015  $218202  $219,882
$0 $0 $0 $0 $0

$0 $0 $0 $0 $0

$0 $0 $0 $0 $0

$0 $0 $0 $0 $0

$0 $0 $0 $0 $0
$152,947  $256,839  $522,090  $393,719  $398,909

13.11% 67.93% 103.28%4 ~24.39% 1.32%

$0 $0 $0 $0 $0
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= Rate Study
= [dentifies all preliminary 0&M and debt service costs
= Incorporates all revenue sources

= Calculates the wastewater monthly base charge and volumetric rate
required to meet revenue requirements

= Rate Study establishes methodology used for determining
rates




= Living Unit Equivalents (LUESs)
Number of LUEs calculated based on previous year’s daily average
consumption divided by 300 gpd
All Connections assigned at least 1 LUE
= Additional fractional LUEs above 1 LUE for demand above 300 gpd
= Set for customers for a period of 3-5 years
= Minimum Charge and Capital Recovery Fee to be billed based on
the customer’s number of LUEs

s Living Unit Equivalents (LUES)
= For Monthly Minimum Charge

= Total of 172 LUEs, calculated based on 300 gpd of flow
= Growth of 2 connections per year after initial connections

= For Capital Recovery Fee

= 133 LUEs
= Deer Creek will not pay Capital Recovery Fee



= Estimated Billed Demand

= For planning purposes, RFC utilized a 3-year historical average to
estimate billed consumption
= Winter average for residential customer
= 100% usage for commercial

= FY 2019 billed demand of 12.7 million gallons

= This average was utilized to determine the appropriate volume
charge

= [mplementation
= 18-month Construction
= |mplementation in FY 2019
= Qperating
= Q&M Estimated at $172k, as provided in 2013

2.0% annual escalation of operating costs

= Capital
= TWDB Debt Service, $5,255,000 Loan (1.0x coverage)
= $1 million EDA Reimbursement Grant
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= Offsetting revenue

= City Contribution (includes Reuse)
= $200,000 from City

Capital Recovery Fee from Initial Connections
= 133 LUEs
= $2,500 per LUE
Equal annual payments over 8 years
= Approximately $41,500 annually for 8 years

*Future Impact Fee revenue from anticipated connections are not used to offset annual revenue requirements.
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*Residential Customers will be charged based on average usage of December, January and
February. If usage is not available for those three months, then the residential average of
the winter average, 3,300 gallons, will be used. Commercial Customers will be charged

based on 100% of monthly water usage.

13

$68.11

*Residential Customers will be charged based on average usage of December, January and
February. If usage is not available for those three months, then the residential average of
the winter average, 3,300 gallons, will be used. Commercial Customers will be charged

based on 100% of monthly water usage.
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*Residential Customers will be charged based on average usage of December, January and
February. If usage is not available for those three months, then the residential average of
the winter average, 3,300 gallons, will be used. Commercial Customers will be charged

based on 100% of monthly water usage.

15

o
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e

$81.51

*Residential average of the winter average is 3,300 gallons per month.
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= Consider the methodology

= Upon completion of the project, RFC recommends that the
revenue requirement and rate assumptions be updated prior
to implementation

Rate ordinance should reflect actual billing process

= LUE calculation and assignment

= Billed Consumption

= Develop policy for utilizing surplus funds

18






City of Wimberley
Wastewater Financial Feasibility Model - City Contribution at $200,000
Example Monthly Bills

i = ‘ | . oliin :
14004 RR 12 574,917 47,910 49 $ 35.00 $ 628 § 17216 $ 30075 § 47291 § 5875
14000 RR 12 ‘ ‘ 39,443 3,287 10 $ 3500 $ 628 § 3500 § 2083 $ . 5563 § 668
Old Kyle Road 45403 3784 10 $ 35.00 628 § 3500 $ 2375 § 5875 § 705
1110dKyleRosd 30,747 2,562 0 % 3500 § 628 § 300 $ 1608 $ 5108 § 613
280 Old Kyle Road 16,160 1,283 10 $ 3500 $ 628 § 3500 793 8 4293 § 515
201 Blue Hole Lang - - ; 12,040 1,003 1.0 $ 3500 $ 628 § 3500 $ 830 § 4130 ¢ 4%
203 Blue Hole Lane 39,600 3300 10 $ 300 $ 628 § 3500 $ 2072 § 5572 § 869
205BlueHolelane - - 50320 4,943 1.0 $ 3500 $ 628 § 3500 § 3103 § 6603 3 792
207 Blue Hole Lane 39,600 3,300 10 $ 35.00 628 § 3500 § 2072 § 8572 § 669
208 Blue Hole Lang. ‘ 39,600 3,300 1.0 $ 3500 § 628§ 3500 § 2072 § 55728 869
211 Blue Hole Lane 49,960 4,183 10 $ 3500 $ 628 § 3500 $ 2614 § 6114 $ 734
213 Blue Hole Larie - 271,480 22,623 10 $ 35.00 628 § 3500 § 14202 § 47702 § . 2124
501 Old Kyle Road, #9 201,243 16,770 20 $ 300 $ 628 § 6989 § 10527 § 17516 § 2102
WO1BRR12 192573 16,048 28 $ 3500 § 628 § 9147 § 10074 % 0 19221 § 2306
14011 RR 12 3777 315 10 $ B0 $ 628 § 3500 § 188 § 3698 $ 444
104 Wimberiey Square - 7,783 649 10 $ 3500 § 828 § 3500 § 407§ 3007 § 469
106 Wimbedey Square 2,703 225 10 5 35.00 $ 628 § 3500 $ 141§ 3%41 $ 437
112 Wimberley Square C 1,803 150 1.0 $ 3500 $ 6.28 § 3500 8§ 094 § 3594 § 431
114 Wimberley Square 7,900 658 10 $ 3500 $ 628 § 3500 $ 413 § 3913 § 470
116 Wimberley Square -~~~ 1360 M3 10 $ 3500 § 28 § 3500 § 071§ - 371§ 429
101 Wimbedey Square 459,783 38315 47 $ 3500 $ 628 § 18543 § 24052 $ 40595 § 4871
303 Wimberley Square : 92,543 7,712 10 $ 3500 $ 628 § 3500 § 4841 § . 8341 § 1,001
201 Wimberley Square 37,740 3,145 10 $ 35.00 628 § 3500 $ 1974 § 5474 $ 657
200 Wimberley Square - 55,423 . 4877 1.0 $ B0 S 6.8 § 3500 § 2936 § 6436 % 772
204 Wimberley Square 7,397 618 10 $ 35.00 628 § 3500 § 38 $ WA § 486
20HensonDrive - - oo 2240 4870 10 $ 3500 $ 628 $ 3500 $ 1476 %7 5 4%
304 Blue Heron 58,120 4,843 1.0 $ B0 $ 626 § 3500 § 3040 § 6540 $ 785
103HensonRoad - - 56,840 4,737 10 $ 3500 $ 628 $ . 3500 § 2073 - 6473 $ 7
100 Oak Drive 42,806 3567 10 $ 3500 628 § 3500 § 2239 § 5739 § 689
11002k Diive -~ , 121,760 10,147 10 $ 35.00 § 828§ 358 § 6369 § 9954 § 1,495
180 Oak Drive 9,280 773 10 $ 35.00 § 628 $ 3500 § 485 § 3985 § 478
190 OakDrive S 2480 07 10§ 3500 $ 628§ 3500 § 130 § 3630 5 43
305 Wimberley Square 71017 5918 10 $ 35.00 $ 628§ 3500 § 3715 § 7215 § 866
301 Wimberley Square - 13,140 1,098 10 $ 35.00 § 628 § 3500 $ 687 § 4187 § 502
314 Wimberley Square 28,737 2395 10 $ 35.00 628§ 3500 $§ 1503 § 5003 $ 600
302 Wimberley Square 664,807 55,401 6.1 $ 35.00 628 § 21222 § 34777 § 55999 § - 6720
103 Oak Dr 51,920 4,327 10 $ 3500 § 628 § 3500 $ 2716 § 6216 $ 748
070akDr 27820 2327 0§ 5.0 § 628 § 3500 § 1481 § 4961 $ 595
109 Oak Dr 52920 4,410 10 $ 35.00 628 § 3500 § 2768 § 6268 § 752
208 Blue Heron Run : 298,360 2,447 10 $ 35.00 § 628 3 300 § 1536 $ 5036 § 604
100 Blue Heron Run 25,520 2127 10 $ 300§ 628 § 3500 § 1335 § 4835 § 580
255 Biue Heron Run g 51,400 4,283 1.0 $ 3500 $ 628 § 35008 - 268 § 6189 § 743.
13915 RR 12 10,980 915 10 $ 35.00 $ 628 § 3500 § 574 § 4074 $ 489
1891MRRT2 Coter 18 10§ 3500 § 628 § 3500 § 7TM 8 42418 509
13309 RR 12 18,407 1,534 10 $ B0 $ 628 § 3500 § 963 § 4483 § 536
13901ARRT2 7,27 602 10 $ 3500 $ 628 § 3500 § 3788 387§ 465
13811 RR 12 11413 951 10 $ 3500 628 § 3500 $ 597 § 4097 § 432
13709 AR 12 o 10,653 888 10 $ 3500 $ 628 § 3500 § 557 § 4057 § 487
13709 R 12 3,620 2,885 10 $ 3500 $ 628 § 3500 § 1811 § 5311 § 637
13701RR12 : 16,337 1278 10 $ 35.00 § 628 § 3500 § 802 § 4302 § 516
1319 RR 12 44,043 3,670 10 $ 3500 $ 628 § 3500 $§ 2304 § 5804 § 696
BlueHeronRun 15,480 1,290 10 $ 3500 $ 628§ 3500 § 810 § 4310 § 517
13615 RR 12 7,967 664 10 $ 35.00 $ 628 § 3500 § 417 8 317§ 470
110BlueHeronRun 1,400 17 10 $ 3500 628 § 3500 § 073 § 373 § 429
404 Blue Heron Run 29,440 2,453 10 $ 3500 628 § 3500 § 1540 $ 5040 $ 605
406 Blue HeronRun 39,600 3,300 10 $ 300 § 628 § 3500 § 2072 8 5572 § 669
408 Blue Heron Run 10,080 840 1.0 $ 35.00 828 § 3500 § 527 8 4027 § 483
412BlueHeronRun 2,000 167 10 $ 300 § 628 $ 3500 $ 105 § 3605 $ 433



City of Wimberley
Wastewater Financial Feasibility Model - City Contribution at $200,000
Example Monthly Bills

422 Biue Heron Run 10,160 847 1.0 $ 3500 $ 628 § 3500 § 531 % 4031 § 484
444 Blug Heron Run ; 39,600 3,300 10 $ 300§ 628§ 3500 5 2072 § 5572 § 859
500 Biue Heron Run 22,120 1,843 10 $ 3500 § 628 § 3500 5 1157 § 4657 § 559
20iBlugHeronRun-~ 66,440 5,537 10 $ 3500 $ 628 § 3500 § 3476 § 6976 § 837
13401 RR 12 736,274 61,356 47 $ 35.00 $ 628 § 16413 $ 38516 § 54998 § 6591
205 Blue Heron Run -+ - 230,120 19,477 18 $ 3800 $ 628 § 6208 5 12038 § - 18247 .5 2190
255 Blue Heron Run 13,920 1,180 1.0 5 3500 § 628§ 3500 § 728§ 4228 % 507
BlugHeronRun -~ 80120 6677 1.0 $ 3500 $ 628§ 3500 § 4191 § 7691 § 923
13204 RR 12 840 53 10 $ 35.00 $ 628 § 3500 § 033 § 3533 42
RR128BlancoRiver ; 480 40 10 $ 300§ 628 § 3500 § 025 3525 § 423
RR 12 & Blanco River 39,600 3,300 10 $ 35.00 $ 628 $ 300 $ 0728 8572 $ 859
1010 KyleRoad " . - . 88673 7,389 11 $ 3500 628 § 3810 § - 4639 § 84405 . 1,014
13900 RR 12 90,643 7,554 20 $ 35.00 628 § T2 § 4742 § 11884 §  14%
151 0ld Kyle Road o 15,319 1,277 0 8 300 S 628 § 3500 § 801 § - 4301 3 516
220 Old Kyle Roag 36,143 3,012 10 $ 3500 $ 628§ 3500 § 1891 § 8391 § 847
2210l KyleRoad - o - - 1.0 $ 3500 § 628 § 3500 § - % 35008 420
110 Old Kyle Road 36,240 3,020 10 $ .00 628 § 3500 § 1898 § 5396 § 847
282 Old Kyle Road -~ [ - 2,600 217 10 $ 3500 $ 628 § 300§ 136 5 3636 $ 436
284 Old Kyle Road 14,490 958 10 $ 3500 628 3 3500 § 801 § 4101 § 492
425 0ld Kyle Road ‘ 30,800 3,300 10 $ 35.00 '$ 628 § 300 § 2072 § 5572 § 669
450 Old Kyle Road 49,650 4,138 10 $ 3800 § 628 § 3500 § 2597 § 6097 § 732
45300dKyleRozd 22010 1,834 1.0 $ 3500 $ 6288 3500 § 1151 § 4651 % 558
201 Fi 3237 22,951 1913 10 $ 3500 $ 828 § 3500 § 1201 § 4701 564
181FM 3237 ‘, 14810 1,218 10 3 3500 $ 628 § 3500 § 784§ 428408 512
173 FM 3237 ‘ 47383 3,947 10 $ 300§ 828§ 3500 8§ 2478 § 5078 § 717
Comer of RR 12 & 3237(13201) 450,783 12,565 10 $ 3500 § 628 § 3501 § 7888 § 11383 § 1367
13504 RR 12 28,840 2,403 10 $ 3500 $ 828§ 3500 3 1500 § 5009 § 601
13310RR 12 : 34,753 2,896 0 % 3500 § 628 $ 3500 $ 1818 § 5318 § 638
13500 RR 12 17,230 1436 10 $ 300§ 628 § 3500 $ 901 § 4401 § 528
13510RR12 5 8267 522 10 $ 3500 % 628 § 3500 § 328§ 3828 % 459
13560 RR 12 , 7,967 664 10 $ 3500 $ 628 § 3500 § 447§ 17§ 470
150 Oldnemst, =+ 88,800 7,400 1.0 $ 35.00 °$ 628§ 3500 § 4645 S 8145 8 - O7T
151 Oldham St. 37,885 3,157 10 $ 3500 § 628 § 3500 § 1982 § 5482 § 858
13500 RR 12 S 24,723 1,810 1.0 $ 3500 § 628 § 3500 § 1136 § 4636 $ 556
13620 RR 12 67,908 5,659 10 $ 3500 § 628 § 3500 § 3|52 S 7052 § 848
19706RR12 79,613 6,634 1.0 $ 3500 $ 628 § 3500 § 4165 5 7685 § 920
1370 RR 12 23,843 1987 1.0 $ /00§ 628 § 3500 § 1247 § 4747 § 570
13300RR12. 3330 278 10 $ 3500 $ 628 8 3500 § 174 § 3%74 § 441
13320 RR 12 25,640 2437 1.0 $ 3500 § 628§ 3500 § 1341 3 4841 § 581
13320 RR 12 Bidg C 6,020 502 0 8 3500 § 628 § 3600 8  315% 3815 § 458
13320 RR 12 Bldg B 6,667 556 10 $ 3500 $ 528 § 3500 § 349§ 3849 § 482
W0FM3237 , L a4B 987 37,416 34 $ 3500 $ 628 $ 11000 § 23487 § 34487 § - 4138
300 FM 3237 ‘ 380,805 30,067 30 $ 3500 $ 628 § 10660 § 18874 5 29535 § 3544
SESFM32T 5,390,137 449178 B/ . § 300 $ 628 § 135977 $ 281968 § 417945 $ 50,153
100 Malone 39,600 3,300 10 $ 3500 § 628 § 3500 § 2072 § 5572 8 859
112 Wimberley Square 3553 296 10 $ 3500 $ 628 %5 350 § 185 § 3686 5 442
13201 RR 12 25,050 2171 10 $ 3500 $ 628 § 3500 § 1363 § 4863 § 584
Old Kyle Road - 76120 6343 1.0 $ 3500 § 628 $ 3500 § 982 § 7482 § 898
302 Blue Heron Run 39,600 3,300 10 $ /00 $ 828 § 3500 § 2072 8 5572 § 669
100 Blue Hole Lane 172,787 14,399 14 $ 3500 $ 628 § 5050 § 9039 § 14097 § 1,692
0id Kyle Road 92,460 7,705 1.0 § 300 $ 628 § 3500 § 4837 § 83 § 1000

*Monthly rate for Commercial Accounts is based on 100% Actual Water Usage in 2015; Monthly Rate for Residential Accounts is based on the Winter Average of Dec 2015, Jan 2016 & Feb 2016.
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