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2015 Utility Rates and
Cost of Service Study Update

Council Micro Retreat
Council Conference Room, 5 p.m.

May 11, 2015

CITY OF CHANDLER
ARIZONA

2

Utility Rate Study Update
3-Step Process

How much is needed? 1. Financial Plan

How should customers
pay?

2. Review Rate Design

Is each customer class
paying their share? 3. Cost of Service Analysis
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Utility Rate Study Update

1. City Prepared Financial Plan
a. Revenue Increases Needed

2. Raftelis Reviewed Rate Design
a. Winter/Summer Rates to Year-Round Rate

3. Raftelis Conducted a Cost of Service
Analysis (COS)
a. Results of COS by Customer Class
b. Transition Option

4

FINANCIAL PLAN
Revenue Requirements Needed



5/7/2015

3

5

FINANCIAL PLAN RESULTS
Revenue Increases - %

Fiscal
Year*

Water Wastewater Reclaimed
Water

Solid
Waste

2015-16 0% 9% 18% 6%
2016-17 - - - -
2017-18 4% 9% 8% 6%
2018-19 - - - -
2019-20 4% 9% 2% 7%

* Increases effective October 1st

Note:  FY 2015-16 rate projections remain the same

6

Fiscal
Year*

Water Wastewater Reclaimed
Water

Solid Waste

2015-16 +$0 +$3.4M +$216K +$785.5K

2016-17 - - - -

2017-18 +$2.1M +$3.8M +$113.3K +$840.9K

2018-19 - - - -

2019-20 +$2.2M +$4.2M +$30.6K +$1.4M

FINANCIAL PLAN RESULTS
Revenue Increases - $

* Increases effective October 1st; reflecting 12 months.
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FINANCIAL PLAN RESULTS
Key Rate Increase Drivers

for FY 2015-16
• Debt Service Related to Growth

– New Capital for Ocotillo Water Reclamation Facility (WRF)

• Debt Service Related for Non-Growth
– Capital System Maintenance
– Infrastructure Improvements

• Operations & Maintenance
– Ocotillo and Airport WRFs
– Solid Waste Contract CPI Increases

8

WATER
Rate Design & Customer Impacts
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WATER
Rate Design Recommendation

• Keep Existing Volumetric Tiered Block
Consumption Structure and Base Charges
– Supports Conservation

• Change Winter/Summer Rates to Year-Round Rate
– Impacts all Customer Classes
– Reduces Confusion by Eliminating May/Oct. Rate Changes
– Will not Dilute Conservation Efforts
– Enables Customers to Better Forecast
– Enhances Water Utility Revenue Stability

10

WATER RATES
Single Family Residential (SFR)

Note:  40% outside City differential for volumetric rates; unchanged.

Projected Year-Round Rate Design Change is Cost Neutral Over Entire Year
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WATER RATES
SFR Inside City Bill Impact
Assumes 12,000 Gallon Usage on 5/8” Meter

12

WATER RATES
Multi-Family

Note:  40% outside City differential for volumetric rates; unchanged.
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WATER RATES
Multi-Family Inside City Bill Impact

Assumes 500,000 Gallon Usage on 6” Meter

14

WATER RATES
Other Customer Classes

Note:  40% outside City differential for volumetric rates; unchanged.
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WATER RATES
Non-Residential Inside City Bill

Assumes 200,000 Gallon Usage on 2” Meter

16

WATER RATES
Landscape Inside City Bill Impact

Assumes 100,000 Gallon Usage on 1” Meter
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WATER RATES
Industrial Inside City Bill Impact

Assumes 312,000,000 Gallon Usage on 8” Meter

18

WATER
FY 2015-16 Financial Plan and

Rate Design Support?
• No Rate Increase Proposed for FY 2015-16
• Change Winter/Summer Rates to Year-Round Rate

– Impacts all Customer Classes
– Reduces Confusion by Eliminating May/Oct. Rate Changes
– Will not Dilute Conservation Efforts
– Enables Customers to Better Forecast
– Enhances Water Utility Revenue Stability
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WASTEWATER
Rate Design & Customer Impacts

20

WASTEWATER
Rate Design & Customer Impacts

• Keep Existing Structure
– Flat Monthly Rate for SFR and Multi-Family
– Metered Volumetric Flow for All Other Classes

• Rate Increase Proposed for FY 2015-16
– 9% Revenue Increase Across All Customer Classes
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WASTEWATER RATES
All Customer Classes

Note:  60% outside City differential for volumetric rates; unchanged.

22

WASTEWATER RATES
SFR Inside City Bill Impact
Assumes 12,000 Gallon Usage on 5/8” Meter
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WASTEWATER RATES
Multi-Family Inside City Bill Impact

Assumes 200 Units or 500,000 Gallon Usage on 6” Meter

24

WASTEWATER RATES
Non-Residential Inside City Bill

Assumes 200,000 Gallon Usage on 2” Meter
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RECLAIMED WATER
Rate Design & Customer Impacts

26

RECLAIMED WATER
Rate Design & Customer Impacts

• Change Winter/Summer Rates to Year-Round Rate
– Impacts all Customer Classes
– Reduces Confusion by Eliminating May/Oct. Rate Changes
– Will not Dilute Conservation Efforts
– Enables Customers to Better Forecast
– Enhances Water Utility Revenue Stability

• Rate Increase Proposed for FY 2015-16
– 18% Revenue Increase Across All Customer Classes
– Remove Special Request Recovered Water Fee (not used)
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RECLAIMED WATER RATES
All Customer Classes

Note:  40% outside City differential for volumetric rates; unchanged.

Projected Year-Round Rate Includes 18% Increase Which Equates
to +$0.074 over Summer Rate and +$0.115 over Winter Rate

28

SOLID WASTE
Rate Design & Customer Impacts
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SOLID WASTE
Rate Design & Customer Impacts

• Keep Existing Structure
– Flat Monthly Rate for All Covered Residences

• Single-family homes, Duplexes, Tri-plexes, and Multi-plexes, other
than business establishments, with separate garages for each unit,
and that permit curbside collection for each unit

• Rate Increase Proposed for FY 2015-16
– 6% Revenue Increase for All Covered Residences

30

SOLID WASTE RATES
All Customer Classes
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SOLID WASTE RATES
Covered Residences City Bill

32

UTILITY COMBINED
CUSTOMER IMPACTS &

COMPARISON
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COMBINED SFR UTILITY BILL
COMPARISON

Assumes 12,000 Gallon Usage on 5/8” Meter

34

COST OF SERVICE (COS)
ANALYSIS
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COS ANALYSIS

• Last COS Analysis Completed 2007
– Implemented October 2007

• Current COS Analysis Completed 2015
– Water, Wastewater and Reclaimed Water
– Can Be Implemented Over Time

36

WATER
Cost Allocation Process

• Operation and
Maintenance

• Utility Billing
• Other City Support

Services
• Debt Service
• Capital Outlays

• Supply
• Treatment Plant
• Transmission Mains
• Storage
• Distribution Mains
• Administration
• Meter Reading
• Meter Maintenance
• Customer Service

Functional
Categories

Cost
Components

User Charges
By Class

• Base

• Maximum Day

• Maximum Hour

• Meters & Services

• Billing &
Collection

• Fire Protection

• Service Charge

• Volume Rate
• Private Fire

Protection
• Other Rates

Revenue
Requirements
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Monthly Water Use
(FY 2013-14)
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WATER
FY 2015-16 COS Results

Customer Class
Cost of
Service Revenue Required Change in Revenue

$ %
Single Family $27,287,997 $28,495,921 ($1,207,924) -4.24%
Multi Family 2,911,593 2,956,957 (45,365) -1.53%
Industrial 6,852,410 6,739,391 113,019 1.68%
Landscape Service 8,412,212 7,389,642 1,022,570 13.84%
Non-Residential 4,412,237 4,298,283 113,954 2.65%
Total 49,876,449 49,880,195 (3,746) -0.01%

(1) Mainly SFR and Landscape Customer Classes Need COS Realignment
(2) Transition to Correct COS Typically Obtained Over 3-5 Year Period
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MONTHLY WATER BILL IMPACTS
COS Transition Plan Option

Includes Projected Water Rate Increases of 4% in
FY 2017-18 & FY 2019-20

40

WATER BILL IMPACTS
COS Transition Plan 5 Year Option

Includes Projected Water Rate Increases of
4% in FY 2017-18 & FY 2019-20
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WATER
FY 2019-20 COS Post

Transition Results
Customer Class

Cost of
Service Revenue Required Change in Revenue

$ %
Single Family $29,720,899 $29,816,374 ($95,475) -0.32%
Multi Family 3,183,799 3,205,485 (21,686) -0.68%
Industrial 8,583,142 8,608,255 (25,113) -0.29%
Landscape Service 9,237,182 9,268,512 (31,330) -0.34%
Non-Residential 4,827,446 4,836,375 (8,929) -0.18%
Total 55,552,467 55,735,001 (182,533) -0.33%

Includes Projected Water Rate Increases of 4% in FY 2017-18 and FY 2019-20
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WASTEWATER
Cost Allocation Process

• Operation and
Maintenance

• Utility Billing
• Other City Support

Services
• Debt Service
• Capital Outlays

• Collection Mains
• Treatment Plant
• Biosolids

Disposal
• Administration
• Customer

Service

Functional
Categories

Cost
Components

User Charges
By Class

• Volume
ü Contributed
ü Infiltration /

Inflow

• Strength
ü BOD
ü TSS
ü Other

• Billing &
Collection

• Service Charge
• Volume Rate
• Extra Strength

Surcharges
• Other Rates

Revenue
Requirements
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WASTEWATER
FY 2015-16 COS Results

Customer Class
Cost of
Service Revenue Required Change in Revenue

$ %
Single Family $21,249,620 $22,006,561 ($756,941) -3.44%
Multi-Family 3,803,915 2,096,771 1,707,144 81.42%
Non-Residential 15,780,754 14,086,673 1,694,081 12.03%
Total $40,834,289 $38,190,005 2,644,284 6.92%

(1) All Customer Classes Need COS Realignment
(2) Transition to Correct COS Typically Obtained Over 3-5 Year Period

44

MONTHLY WASTEWATER BILL IMPACTS
COS Transition Plan Option

Includes Projected Wastewater Rate Increases
of 9% in FY 2015-16, FY 2017-18 & FY 2019-20
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WASTEWATER BILL IMPACTS
COS Transition Plan 5 Year Option

Includes Projected Wastewater Rate Increases of 9% in FY 2015-16,
FY 2017-18 & FY 2019-20
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WASTEWATER
FY 2019-20 COS Post

Transition Results

Customer Class
Cost of
Service Revenue Required Change in Revenue

$ %
Single Family $25,944,436 $25,933,107 $11,329 0.04%
Multi-Family 4,575,965 4,578,663 (2,698) -0.06%
Non-Residential 19,946,126 19,950,323 (4,197) -0.02%
Total $50,466,528 $50,462,093 4,435 0.01%

Includes Projected Wastewater Rate Increases of 9% in FY 2015-16,
FY 2017-18 and FY 2019-20
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COS TRANSITION PLANNING

• Help Stakeholders Understand the Need for
Realignment of Customer Classes

• Begin Transition Plan 2016 to Implement
FY 2017-18

Thank
You!

48

EXTRA SLIDES
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Single Family Inside Base Charge
Existing Projected
FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019

Meter Size - 15 - 16 - 17 - 18 - 19 - 20

5/8" x 3/4" $8.87 $8.87 $8.87 $9.23 $9.23 $9.60
3/4" 10.11 10.11 10.11 10.52 10.52 10.94
1" 12.91 12.91 12.91 13.43 13.43 13.97
1 1/2" 20.33 20.33 20.33 21.15 21.15 22.00
2" 28.61 28.61 28.61 29.77 29.77 30.96
3" 60.30 60.30 60.30 62.73 62.73 65.25
4" 85.09 85.09 85.09 88.52 88.52 92.08
6" 161.57 161.57 161.57 168.07 168.07 174.83
8" 244.79 244.79 244.79 254.64 254.64 264.88
10" 417.08 417.08 417.08 433.86 433.86 451.31
12" 589.39 589.39 589.39 613.10 613.10 637.75

WATER – Monthly Base Charge


