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April 10, 2023

Mr. Chris Mattingly
Utilities Director
P.O. Box 370

201-C West Gray
Norman, OK 73070

Subject: Updated Water and Wastewater Financial Plan, Cost of Service Analysis, and Rate Study
Dear Mr. Mattingly,

Raftelis is pleased to provide this report highlighting the key findings of the water and wastewater financial plan,
cost of service, , and rate design analysis Raftelis has completed for the Norman Utilities Authority water and
wastewater divisions (NUA). This updated report contains revisions based on the feedback from NUA, including
input from the City Council Study Sessions held December 20 (2022), February 7th, and March 7%, 2023.

The primary purpose of this study was to ensure the long-term financial sustainability of the water and wastewater
utilities and ensure that the utility revenue sources recovered costs proportionately across all customer classes. This
study includes the following for water and wastewater utilities:

e Water cost of service analysis to allocate costs proportionately to customer classes

e 10-year financial plan cash analysis to determine the level of revenues to meet annual expenditures
e Design of water and wastewater rate structure alternatives

e Presentation of final results and Rate Recommendations to NUA staff and the City Council

It has been a pleasure working with you, and we thank you and the Norman staff for the support provided during
this study.

Sincerely,

@ :! e : -
Todd Cristiano

Senior Manager

5619 DTC Parkway, Suite 850
Greenwood Village, CO 80111

www.raftelis.com
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Introduction

BackgroundThe City, through the Norman Utilities Authority (NUA), provides service to over 40,000 water and
wastewater customers. The NUA operates the water and wastewater utilities as a stand-alone, financially self-
sufficient entities. The rates and charges which are implemented by the utilities are intended to fully fund the
operation and maintenance, debt service obligations and expenses associated with needed capital investments.

NUA retained Raftelis to conduct a comprehensive financial planning, cost of service and rate design study to
ensure that the utilities set rates and charges which will provide an adequate level of income from water and
wastewater sales. The charges are intended to fully finance operation and maintenance expenses, debt service,
cash-funded capital projects, meet their debt service coverage, and maintain reserve balances in line with City &
NUA guidance. This study included the development of:

e Separate water and wastewater financial plans for the 10-year study period, 2022 through 2031.
e A water cost of service analysis to determine the cost to provide service to each customer class
e Water and wastewater rates meeting pricing objectives identified by the NUA

Raftelis used industry standard methodologies supported by the American Water Works Association (AWWA)
Principles of Water Rates, Fees, and Charges M1 manual and the Water Environment Federation Manual of Practice 27
(MOP27) for this rate study.

Appendix A contains the supporting tables detailing the development of the water financial plans, cost of service
analysis, and rate design. Appendix B contains the wastewater financial plan and rate design tables.

Assumptions

This study is based on numerous assumptions. Changes in these assumptions could materially affect the study
findings. Raftelis incorporated the following key assumptions into the study:

e The test year, or the year new rates will be in effect, FY 2024. The fiscal period is from July 1, 2023
through June 30, 2024
e The study period forecast is for FY22 through FY31
e Annual customer account growth: 1.2%
e Aggregate annual O&M inflation: 3.8%
e Annual capital project inflation: 5.0% for FY24 and FY25, 3.0% thereafter
e Debt service
o Coverage requirement is 1.25 x debt service based on the State Loan SRF requirements
o Bond terms: 4 .0% interest rate, 20-year term, July 1 issue date

Guidance for Rate Structure Design

For completion of the design of rates and charges, NUA identified several objectives to be captured in the analysis
of the alternatives. Important attributes for the rate to be recommended included:

WATER AND WASTEWATER FINANCIAL PLAN,
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o Revenue stability. Rates and charges should generate stable and predictable revenues

o Iuterclass equity. Each customer class’s rate should be targeted to recover their cost to provide service —i.e.
minimize interclass subsidies

o Intraclass equity. LLow volume users and high-volume users recover their proportionate share of costs

o Intergenerational equity. Equitable cost recovery between new and existing customers through the use of
connection fees to fund growth-related projects

o Conservation. Encourage wise water use through the use of pricing signals in the rate structure

o Demand management. Rate structures which encourage shifting peak demands to non-peak times in the
system

o Customer impact. Minimum the amount of change in customers’ bills resulting from a rate structure change

o Ease of administration/implementation. The rate structure should be easy to implement with current billing
systems and be easy to explain to customers.

Additionally, the revenues resulting from the recommended rates must be sufficient to generate revenues (across
both water and wastewater utilities) capable of maintaining a minimum Debt Service Coverage Ratio of 1.25x
required by NUA policies and bond covenants.

Policy on Target Reserves

The NUA'’s current reserve practice is to maintain a capital reserve of an average of 5-years of capital expenditures.
Raftelis proposes a capital reserve equal to 1-year’s depreciation expense. The 5-year average approach can cause
swings in reserve levels which would impact the level of rate increases in a given year. Because depreciation
expense does not tend to vary significantly from year to year, it helps with maintaining a levelized reserve amount.

The NUA's utility operating reserve level is set at 8.0% of annual operation and maintenance expense. The primary
goal of the operating reserve is to absorb cash flow fluctuations due to the variability in monthly expenditures and
the inflow of revenues. Combined, these reserves strengthen the utility’s financial health and ability to weather
unexpected operating costs or capital interruptions. Maintaining adequate funds also prevents the utility from
reactively having to adjust rates in response to unforeseen events.

These reserve ratios were taken into account in the development of rate recommendations.
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Water Utility

Introduction

NUA owns and operates wells, treatment plants, and a large distributions system to serve its customers. To cover
the expenses associated with owning, operating and managing large term investments are recouped through the
application of a series of fixed charges and volumetric rates applied to the amount of water used by each individual
customer. For residential connections, fixed charges are applied to customer bills based upon the number of
residential units served at each location and volumetric rates are applied based upon the amount of water which
passes through the meter using an increasing rate block structure. This type of rate structure ensures that while all
customers contribute through the fixed charges, higher use customers pay incrementally more proportional to the
additional demands they place upon NUA’s water system assets.

NUA provided Raftelis with five years of historical financial and billing data and the adoption FY23 budget and
capital improvement program. We used this data as the basis for the 10-year financial plan forecast and determine
the level revenue adjustments required to meeting annual operating expenditures.

Raftelis developed multiple cash flow scenarios based on three future water supply capital project options. These
were:

1. New wells. Construct new wells in the Garber-Wellington aquifer.
2.  OKC Water. Purchase additional wholesale treated water from Oklahoma City.
3. Lake Thunderbird Augmentation. Augment existing surface water supply.

These scenarios assume growth within NUA'’s service area which would require new infrastructure to meet the
increased demand. Each of these scenarios use different capital strategies to meet that forecasted growth. Scenario
3, the Lake Thunderbird capital project, was modeled for the purposes of this study. It should be noted that despite
growth, a portion of the revenue adjustments projected for scenario 3 will still be required to maintain the existing
infrastructure and operate the facilities.

Additionally, a financial plan with No Growth was also evaluated to determine the revenue requirement from
existing customers to maintain the existing infrastructure and operate the facilities. In other words, if growth were
to stop, revenue adjustments would still be required to maintain the level of service to meet local, state, and federal
regulations as well as customer service level expectations. The revenue adjustments for this theoretical No Growth
scenario was shown to be generally equivalent to the initial increase for the other scenarios even without any
growth.

Financial plan
SOURCES OF FUNDS

The water cash flow tracks all activities associated with operating and maintaining the water utility on a daily basis
and funding capital projects. The FY23 beginning balance is $1.5 million.

WATER AND WASTEWATER FINANCIAL PLAN,
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Operating revenues primarily consist of fixed and variable rate revenues and the capital improvement charge
(CIC). Fixed and variable revenue at current FY23 rates will increase from $21.8 million in FY23 to $23.9 million
in FY32. The CIC will increase from $2.1 million in FY23 to $2.3 million in FY32. These projections include an
annual growth of 1.2%. In addition to rate revenue, state loans, and connection fees will be used to fund the 10-
year capital improvement program. Proposed state loans total $296.7 million. State loans traditionally offer more
competitive interest rates than other debt instruments.

USES OF FUNDS
Operations & Maintenance Costs

Operation and maintenance (O&M) expenses consist of the cost collection, treat, and distribute water to
customers. Major expenses categories include, chemicals, electricity, supplies and maintenance, and cost allocation
transfers. These expenses were forecasted by escalating current budgets using industry standard practices and
incorporating the current, higher than normal inflationary environment. Using these industry standard escalations,
O&M costs are projected to increase from $12.9 million in FY 2023 to $18.3 million in FY 2032. Additionally,
Interfund transfers are projected to increase from $1.1 million in FY 2023 to $1.5 million in FY 2032, escalating at
3.0% annually based on input from the City Finance Department.

Debt Service Costs

Debt service associated with past borrowing comprises the second category of expense included in the financial
plan. These costs are based upon the existing repayment obligations of NUA for past investments in its water
infrastructure and is based upon true repayment schedule associated with each bond attributable to the water
system. NUA has five outstanding loans associated with the water utility. These loans include the NUA
Refunding, the NUA Revenue Note Series 2016, Series 2017, and Series 2018. The payments on these loans will
decrease from $5.5 million in FY2032 to $2.8 million in FY 2032.

Capital Improvement Program Costs

The capital improvement program includes costs associated with (1) future capital investments which NUA must
make in the water system to ensure long-term physical sustainability of their existing assets and (2) capital
investments NUA must make to comply with changing regulatory requirements associated with operating the
system. The 10-year capital improvement program totals $393.3 million and will be funded through a combination
of rate revenue, connection charges, and state loans. Major projects include the Lake Thunderbird Augmentation
($120.5 million), the 40-year line replacement program ($23.0 million) and the chromium removal project ($145.0
million). Including the debt financing of the large capital projects indicated above, payments on proposed new
water debt will increase to $21.1 million by FY 2032.

INDICATED REVENUE ADJUSTMENTS

Projected water sales revenue under existing rates is insufficient to meet annual operation and maintenance
expense (O&M), payments on existing debt service, capital repair and replacement costs while also maintaining
recommended and target utility reserve levels. To meet these requirements, a revenue increase of $6.7 million is
required in FY24 and with an additional increase required $15.4 million in FY27. Figures 3 and 4 summarize the
proposed water cash flow analysis.
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Figure 1: Water Revenue with Proposed Increases and Expenditures
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Figure 2: Water Ending Fund Balance and Target Reserves
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DEBT SERVICE COVERAGE
Additionally, existing rates will not enable NUA to maintain a debt service coverage (DSC) ratio of 1.25 x annual

debt service based on the current loan covenants. The annual DSC ratio is met through the study, when including
connection charge revenue. The proposed revenue adjustments generate sufficient net income to meet requirements
through the study period. Appendix A contains the detailed financial plan cash flow analysis tables. Figures 3 & 4
below summarize the recommended financial plan for the utility. Figure 5 shows the annual debt service coverage
based on the proposed revenue adjustments.
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Figure 3: Projected Combined Water and Wastewater Debt Service Coverage
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Cost of Service Analysis

Raftelis completed a comprehensive cost of service analysis using standard methods supported by the American
Water Works Association (AWWA) in its M1 manual, Principles of Water Rates, Fees, and Charges. This analysis
determines the cost of providing water service to each customer class and guides the design of the proposed rates.
‘While the financial plan analysis indicates sow much total rate revenue is required, the cost of service analysis
determines from who - or what is each class’ responsibility to the total revenue requirement. The general steps of the
cost of service analysis are described below and Figure 1 on the follow page illustrates the process.

1. Revenue Requirement. Determine the level of revenue required from rates. The revenue requirement
includes expenditures in the operating fund: O&M, capital repair and replacement costs, reserves, and
changes in fund balance.

2. Cost functionalization. Assign the detailed costs in the revenue requirements to functional areas in the
system. Functional areas include water treatment, transmission and distribution, storage, source of supply,
meters, and services, and billing and administrative costs. Costs are functionalized based on the facility
that has the most influence on that expense. For example, chemical costs are most influenced by treatment
processes so those costs would be allocated to the water treatment category.

3. Demand parameters and customer characteristics. Functional costs can be allocated to demand parameters
and customer characteristics. Demand parameters include average day demands and peak demands.
Customer characteristics include the number of accounts by meter size and bills. Each facility is designed
to meet specific design requirements in the system. Water treatment facilities are designed and operated to
meet maximum day demands. As a result, a portion of water treatment costs would be allocated to the
average day demand category and a portion to the peak demand category.

4. Units of service. The units of service capture the demand and customer characteristics for each customer
class. These characteristics include average day demand, peak demand, number of accounts by meter size,
and the number of bills.

5. Distribution of costs to customer classes. Because customer classes are defined by their demand parameters
(average day and peak demands) and the account makeup (meters by meter sizes), the allocated costs can
be proportionately distributed to each class based on their specific demand and customer characteristics.
For example, if the residential customer class represents 50% of total peak day demands, they would be
allocated 50% of the allocated peak day demand costs.

WATER AND WASTEWATER FINANCIAL PLAN,
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Figure 4: Water Cost of Service Process
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Table 1 summarizes the results of the cost of service analysis compared to the revenue at current rate adjusted for
the proposed revenue adjustment. The FY24 revenue requirement, or revenue from rates, totals $28.8 million. The
The cost of service analysis reallocates the revenue requirement to the customer classes based on their demand and
customer characteristics (see Figure 4, Allocation). This process simply reallocates costs but does hence the same
total shown in column 2 and column 3 of Table 1. This analysis shows that that revenue from residential customers
with the proposed increase does not meet the cost to provide service. Conversely, commercial rate revenue with the
proposed increase recovers more than the cost to provide service.

Table 1: Comparison of Test Year Water Cost of Service to Revenue at Current Rates

1) ) 3) 4)
FY24 Cost of FY24 Revenue
Customer Type Service [1] with Increase [1,2] Change - $
Residential $21,694,058 $22,429,857 ($735,799)
Commercial $5,144,263 $4,548,134 $596,129
Irrigation $1,923,023 $1,783,352 $139,670
Total $28,761,343 $28,761,343 $0

[1] Excludes CIC revenue
[2] Represents FY24 revenue at current rates with the proposed revenue adjustment

12 NORMAN UTILITIES AUTHORITY
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Water Rate Structure Alternatives

As there is no ‘perfect’ rate structure, Raftelis designed multiple rate structures which are expected to meet the
revenue requirements for the water utility. These were:

o Across-the-Board. This structure simply applied the overall rate increase for FY23 to the existing rate
structure.

o  Fixed Charge Recovery. This structure focused on increasing the level of revenue from the monthly base fee.
The volume rate structure retained the 4-tier rates however, the price ratios for tier 3 and tier 4 rates were
increased to further the conservation pricing signal.

e Middle of Road. This structure was a blend of Across-the-Board and Fixed Charge Recovery. The fixed
charge was increased slightly with the remainder of the costs recovered in the volume rate.

For each of the alternatives, the rates were designed to recover each customer class’s identified cost of service, as
determined in the cost of service analysis. Two of the rate structures, the Across-the-Board and Fixed Charge
recovery options, were presented at the February 7, 2023 City Council Study Session. Following the Study
Session, the NUA requested the development of a third option which blended the first two, noted above as the
Middle of Road option. For each structure, the recommended rates were designed to recover the total FY 2024
revenue requirement of $28.76 million and indicating an increase of $6.7 million. Figure 6 shows the proposed rate
structure alternatives.

Table 2: Comparison of Current and Proposed Water Rate Structure Alternatives

Alt 1 Alt. 1a Alt. 2
Current Across the Middle of Fixed Charge
Description Rates Board the Road Recovery

RESIDENTIAL
Base Fee,$ per Bill $6.00 $7.70 $8.70 $10.90
CIC, $ per Bill 1.50 1.50 1.50 1.50
Volume Rates, $ per 1,000 gallons
Tier 1 0- 5 Kgal $3.35 $4.27 $3.76 $3.46
Tier 2 5 - 15 Kgal 4.10 5.23 4.89 4.50
Tier 3 5 - 20 Kgal 5.20 6.63 7.34 6.75
Tier 4 > 20 Kgal 6.80 8.67 10.34 9.51

COMMERCIAL

Base Fee,$ per Bill $6.00 $7.70 $8.70 $10.90
Volume Rates, $ per 1,000 gallons

Tier 1 0-AWC $3.80 $5.62 $4.78 $4.69
Tier 2 >AWC 4.20 6.21 7.18 7.04

IRRIGATION

Base Fee, $ per Bill $6.00 $7.70 $8.70 $10.90
CIC, $ per Bill 1.50 1.50 1.50 1.50
Volume Rates, $ per 1,000 gallons

Tier 1 0 - 5 Kgal $3.35 $4.27 $3.76 $3.46
Tier 2 5 - 15 Kgal 4.10 5.23 4.89 4.50
Tier 3 5-20 Kgal 5.20 6.63 7.34 6.75
Tier 4 > 20 Kgal 6.80 8.67 10.34 9.51

WATER AND WASTEWATER FINANCIAL PLAN,
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PROJECTION OF MONTHLY BILLS
The chart below provides guidance on the expected monthly bills for a single residential customer with varying
levels of consumption.

Figure 5: Projected Monthly Residential Water Bills at Various Levels of Consumption

$116.00 5114.60

510845
£091.25
556.70 $53.45 €520
54475
43055 529.00 529.70
£24.25 .

Low Usage (5 Kgal) Summer Usage (10 Kgal) High Summer Usage (20 Kgal)

m Current Rates W A1 : Across the Board m Alt. 1a Middle of the Road m Akt 2: Fined Charge Recovery

COMPARISON TO PEER COMMUNITIES
For the sake of comparison, Raftelis completed a benchmarking exercise to compare the Low Usage Bills from the

preceding chart against the calculated bills for similar usage in peer communities. The chart below shows the result

of this analysis. The existing and proposed bills shown in Figure 8 include the base and volumetric charges for a
range of customers using between 5,000 gallons and 20,000 gallons of water per month. While not included in this
chart, the Middle of the Road values fall between the Alternative 1 & 2 values.
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Figure 6: Monthly Water Bills for a Customer with Usage of 5,000 gal/month
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Wastewater Utility

Introduction

NUA owns and operates a large base of infrastructure associated with the collection, treatment, and disposal of
wastewater. To pay for these activities, the utility maintains several independently accounted-for funds. The
largest of these funds is the Water Reclamation Fund (WRF) which pays for the operations of the primary system
assets and investments to those assets with the exception of expenses covered by the Sewer Maintenance Fund
(Fund 321). Revenues to this fund are derived from a mixture of fixed service charges and volumetric charges.

The WRF fixed and volumetric charges, their sufficiency to meet projected system expenses, and needed
modifications to the existing rates were evaluated as part of this study. Volumetric charges are assessed based upon
the existing practice of billing sewer volumes based upon each customer’s average winter consumption (AWC).

Wastewater Financial Plan

Using data provided by NUA, Raftelis developed a financial plan which included projection of revenues, O&M
expenses, existing debt service and the financing of needed capital projects. While NUA has several funds
associated with its wastewater operations, the tables and figures below all relate to the Water Reclamation Fund
(WRF) portion of those operations, which constitute the large preponderance of both revenues and expenses
associated with overall wastewater operations. Importantly, based upon an examination of the expenses and
revenues associated with the other funds (sewer maintenance, etc), no modification to existing policies or charges is
necessary or recommended in the next several years for the other wastewater funds to maintain their fiscal health.

SOURCES OF FUNDS
The wastewater utility (WRF) cash flow tracks the finances associated with the operations of the wastewater

utility, including normal operations and capital investments. The FY23 beginning balance is $1.5 million.

Operating revenues consist of a blend of fixed and variable charges, including services charges and CIC based upon
each customer’s unit count and a volumetric charge based upon their AWU (average winter usage of water).

While customer impact charts in the section below have the maintenance charge included in the monthly bill
calculation to provide the full cost which customers will see under the proposed rates, the maintenance funds do
not flow into WRF accounts. At current FY23 rates, the combined WRF fixed and variable revenue sources
generate approximately $12 million annually. Under the recommended financial plan, the annual revenues needed
from these sources will increase to almost $16 million for FY32. The wastewater financial plan assumes an annual
customer growth rate of 1.2% and volumetric growth rate of 0.6%, based upon recent historical billing patterns. In
addition to rate revenue, state loans are proposed for use in funding the at least the next five years of the 10-year
capital improvement program. The proposed state loans amount to approximately $16.4 million and will replace
earlier debt that is being repaid over this period.

USES OF FUNDS

Operations & Maintenance Costs

The first expense included in the financial plan was current operational costs. Significant contributors to this type
of cost include labor, chemicals, electricity, and all the other expenses incurred as part of the normal operations of
the utility, including cost allocation transfers to other City departments. To project these costs for future years,
these costs were escalated using industry standard practices and took into account the current, higher than normal
inflationary environment. In total, the annual operational costs of the wastewater utility are expected to grow from
approximately $9 million in FY24 to $11 million in FY29.

16 NORMAN UTILITIES AUTHORITY
PROJECT WA0368/WW0177



Debt Service Costs

The second class of expense included in the financial plan was the debt repayment obligations of the utility for
loans taken in the past to construct capital system investments and upgrades. The debt service schedule carried
within the financial plan is based upon the actual schedule and amounts associated with all debt currently
attributable to the WRF. Based upon current outstanding debts, the wastewater utility will have approximately
$2.5 million in payments for the next several fiscal years, dropping to approximately $1.2 million in FY2028, the
final year of payments on existing debt. New debt associated with future capital investments is projected to grow
to approximately $1.2 million over that same time period.

Capital Investment Costs

The final class of expense included in the financial plan are the costs associated with making needed capital
investments in the system. Specifically, these were limited to non-growth capital projects which are required to
account for aging plant facilities and equipment and comply with the regulatory requirements associated with
permits for the existing treatment infrastructure. A table of the capital projects which were included in our
evaluation are included in Appendix B. For the past several rate setting cycles, NUA has been in the practice of
funding most or all of its wastewater capital investments using cash from rate receipts and reserves. As a result of
this study and rate setting, Raftelis is recommending that NUA issue debt to finance its wastewater capital program
through at least 2028. There are two reasons for this recommendation:

1. The majority of debt service from outstanding bonds is maturing over the next two to three years,
meaning that those earlier debts will have been fully repaid and no further payments on those notes is
required. This provides the opportunity to borrow money without adding to the utility’s overall debt
burden, stabilizing rate revenue requirements and maintaining the relative proportion of the utility
budget dedicated to debt repayment; and

2. Due to the size of several projects in the WRF capital improvement plan (CIP), debt financing these
projects is the only way to avoid a significantly larger, immediate increase in the rates-based revenues
which would be required to cash finance these projects.

The net result from this change in capital financing practices will be that the payment associated with debt which is
due to mature will be replaced with new debt service payments, minimizing the impact of needed capital projects
on the current fixed service charges and volumetric rates. In essence, old capital debt will be replaced with new
capital debt resulting in a minimized change in the utility’s operating revenue requirements and allowing the utility
to build sufficient reserves to re-commence cash-financed capital investments in FY2029.

Over the next five years, the escalated costs associated with the current capital investment plan total approximately
$16.4 million and will result in new annual debt service payments of between $1 and $1.2 million.

INDICATED REVENUE ADJUSTMENTS
The financial plan compiles a summation of the projected costs described above and compares current revenues

against future expenses. A graphical projection of the financial plan, the recommended revenues to maintain the
utility’s fiscal health, and the resulting reserves balances is presented in the two charts noted as Figures 9 & 10.
The debt service indicated on the financial plan chart includes all projected debt service obligations associated with
the use of debt-financed capital investments through FY2028.

The projection of utility operating revenue includes an approximately 10% increase in revenue from fixed and
volumetric charges in FY2024 and an approximately 15% increase in FY2029. The adjustment for FY2024 is
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included in the rate recommendations included in this report. The pro forma which forms the basis for the charts is
included in Appendix B.

Figure 7: NUA - WRF Revenues and Expenditures
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Figure 8: Wastewater Ending Fund Balance and Reserve Target
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Wastewater Rate Structure Alternatives

Consistent with the NUA policies and goals discussed earlier, Raftelis designed two sets of rates for wastewater
service. Both of the options are expected to result in financial performance indicated in the preceding financial
plan charts. The first option is an across the board (ATB) increase of the Base service charge and volumetric rates.
The second option (FCR) increases the fixed charge (thereby providing additional stability in the overall revenue
generation) while maintaining the current volumetric rate in an effort.
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Table 3: Comparison of Current and Proposed Wastewater Rate Alterantives

FY24
Description Existing

RESIDENTIAL

Base Fee,$ per Bill $5.00 $5.50 $6.75

Volume Rates, $ per 1,000 gallons

Billed Volume 2.70 2.97 2.70
COMMERCIAL
Base Fee,$ per Bill $5.00 $5.50 $6.75

Volume Rates, $ per 1,000 gallons
Billed Volume (85% of Water Use) 2.70 2.97 2.70

As previously indicated, either option will allow NUA to fully fund operations and capital investment (assuming
the transition to debt-financed capital investment) while delivering the financial performance needed to ensure the
long-term fiscal health of the utility.

PROJECTION OF MONTHLY BILLS
The chart below provides guidance on the expected monthly bills for a single residential unit customer with varying

AWC.

Figure 9: Projected Monthly Wastewater Bills for Hypothetical Customers
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COMPARISON TO PEER COMMUNITIES
Finally, Raftelis benchmarked expected monthly sewer bills of the current and both proposed rate options against

peer communities. Figure 13 below shows the result of this analysis. As noted on the chart, the changes to the
fixed charges and rates are not applicable to the existing maintenance or CIC charges, both of which remain
unchanged from the current levels.

WATER AND WASTEWATER FINANCIAL PLAN,
COST OF SERVICE. AND RATE STUDY REPORT 19



Figure 10: Monthly Wastewater Bills for a Customer with 5,000 gal/month AWC
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Reliance on Client Provided Data

During this project, NUA (and/or its representatives) provided Raftelis with a variety of technical information,
including cost and revenue data. Raftelis did not independently assess or test for the accuracy of such data —
historic or projected. Raftelis has relied on this data in the formulation of our findings and subsequent
recommendations, as well as in the preparation of this report. Raftelis also relied on cost allocation data provided
by the NUA needed to complete the cost-of-service analysis.

There are often differences between actual and projected data. Some of the assumptions used for projections in this
report will not be realized, and unanticipated events and circumstances may occur. Therefore, there are likely to be
differences between the data or results projected in this report and actual results achieved, and those differences
may be material. As a result, Raftelis takes no responsibility for the accuracy of data or projections provided by or
prepared on behalf of NUA, nor do we have any responsibility for updating this report for events occurring after
the date of this report.
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APPENDIX B:

WASTEWATER UTILITY

FINANCIAL PLAN, AND
RATE DESIGN TABLES

List of Tables
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B-3: Capital Projects
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