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History and Background on Utility
Rates

Last User Rate Study was completed in November, 2006

User rates were raised 1% in May, 2006 but prior to that had
not been increased since FY 1999-2000

The Village adopted an approximate 6.0% increase to user
rates that went into effect February, 2008

Included the creation of a fixed customer charge of $1.00 per
month

Since 2009, implemented an annual 3.0% increase to user
rates effective January 1%




Historical Revenues and Expenses

2009 Actual @ 2010 Actual ® 2011 Actual ® 2012 Actual ©

($) (%) ($) ($)

TOTAL REVENUES 3,267,477 3,292,176 3,453,882 3,283,117
OPERATING EXPENSES

SUBTOTAL WATER & SANTIATION OPERATIONS 1,993,715 1,846,458 1,901,199 1,641,900

SUBTOTAL ADMINISTRATIVE EXPENSES 482,858 464,748 427,232 426,782

SUBTOTAL CAPITAL EXPENSES 1,320,733 1,418,856 1,105,254 1,388,833

TOTAL EXPENSES 3,797,306 3,730,062 3,433,685 3,457,515

Revenues less expenses (not including depreciation) (529,829) (437,886) 20,197 (174,398)

Notes:

(1) Source: FY 2009 Comprehensive Annual Financial Report.
(2) Source: FY 2013 Detailed Budget Report.

(3) Source: FY 2012 Detailed Revenue & Expense Report.



Historical Consumption Data

Water Utility

Billable Water

Consumption

(1000 gals)

FY 2008 Actual 530,446
FY 2009 Actual 504,911
FY 2010 Actual 472,924
FY 2011 Actual 477,241
FY 2012 Actual 456,313

FY 2013 Projection 466,913




Study Purpose

* Develop utility rates for the current fiscal year based on a
detailed cost of service study

* Develop utility rate projections for the next five fiscal years

* Analyze and make recommendations on the timing and nature
of future capital improvements

* Analyze the use of available reserves for future capital projects
to help keep rates stable over time ( : J




Study Overview

* Study Consisted of:

Analyzing historical revenues, expenditures and consumption
data

Developing projections and calculations of user rates for the test
year based upon a detailed Cost of Service Study

Clark Dietz toured sewer and water facilities, reviewed the
existing CIP analysis and provided detailed recommendations to

project costs and timing

Projections for the next five fiscal years, including:
Consumption statistics
Operating and maintenance and depreciation expenses
Future planned debt service payments

Analysis of future capital improvement projects
Utility reserves




Study Overview

* Two five year cash flow analysis scenarios were prepared

Scenario 1 looks at funding all capital improvement projects with
utility reserves over the five year period

Scenario 2 assumes the Water Utility will borrow for the two
largest water main projects and fund the remaining projects with
utility reserves




Study Overview

* User rates were established on a utility based method:
Operating and Maintenance costs
Depreciation Expenses
Return on Net Investment Rate Base (ROI)

Both depreciation and ROI are intended to recover principal and
interest payments on existing debt and capital outlay expenses

No recovery of ROI for the utilities, depreciation sufficient to recover
P&lI, reserves to cover most of capital outlay expenses

Generally produces more stable rates over time




Study Results

UTILITY FUNCTIONS

FY 2013 Water Sewer Customer
($) ($) ($) ($)

Operation & Maintenance Expenses 2,222,077 1,293,305 798,864 129,908
Depreciation Expense 1,119,547 458,708 634,276 26,564
Other Revenues 49,000 24,000 24,000 1,000
Total Revenue Requirements 3,292,624 1,728,013 1,409,140 155,471
Projected # of Units 466,913 465,413 6,223
Calculated Rate per Unit 3.70 $ 3.03 2.08
per 1,000 gals per 1,000 gals per month
Current Rate per Unit 401 $ 2.76  $ 2.00
Change in Rate per Unit -7.7% 9.7% 4.1%

(0]




Study Results

Water Volume Sewer Volume User Fee Charges @

Total Annual

Huntley $ 2.70 perl1l,000gals $ 3.57 perl,000gals $ 0.38 permonth $ 474.75
Woodstock $ 2.29 per 100 CF $ 2.59 per 100 CF $ - "$ 489.32
Crystal Lake $ 2.72 perl,000gals $ 2.77 perl,000gals $ 8.81 permonth $ 517.47
Cary, Proposed Rates $ 3.70 per 1,000 gals $ 3.03 per 1,000 gals $ 2.08 per month $ 529.71
Cary, Current Rates $4.01 per1,000gals $ 2.76 per 1,000 gals $ 2.00 per month $ 531.75
McHenry $ 3.02 perl,000gals $ 3.75 perl1,000gals $ 3.00 permonth $ 543.75
Algonquin $ 3.75 perl,000gals $ 3.55 perl,000gals $ - $ 547.50
West Dundee @ $ 3.38 perl,000gals $ 3.38 per1,000gals $11.50 per month |r$ 611.76
Carpentersville $ 4.43 perl,000gals $ 4.60 perl1,000gals $ 4.88 per month $ 735.81
Fox River Grove $ 2.66 perl,000gals $ 3.86 perl1,000gals $22.85 per month $ 763.14
Barrington $ 2.88 perl,000gals $ 5.41 perl,000gals $16.29 per month $ 817.23
East Dundee $ 4.49 perl,000gals $ 5.73 perl,000gals $ 5.00 permonth $ 826.50
Lake Zurich $ 4.48 perl,000gals $ 7.08 perl,000gals $ - $ 867.00
Marengo $ 3.60 perl,000gals $ 6.74 per1,000gals $12.84 permonth $ 929.58
Notes:

Updated as of 11/8/2012.
(1) Based on 75,000 gallons of annual consumption.

(2) Uses a tiered rate structure. Figure shown is the average based on 75,000 gallons annually.




Scenario 1: Cash Finance CIP

2013 Budget

2014 Budget

2015 Budget

2016 Budget

2017 Budget

2018 Budget

PROJECTED RATES
Water Volume Charge per 1,000 gals
Sewer Volume Charge per 1,000 gals
User Fee per month
% Increase

TOTAL REVENUES

WATER & SANITATION OPERATIONS

ADMINISTRATIVE EXPENSES
CAPITAL EXPENSES
WATER CAPITAL EXPENDITURES
WATER DEBT SERVICE
SEWER CAPITAL EXPENDITURES
SEWER DEBT SERVICE

TOTAL CASH EXPENSES
NET CASH FLOW
BEGINNING OF YEAR FUND BALANCE

CASH FLOW
END OF YEAR FUND BALANCE

RESTRICTED FUNDS ®

3.70 3.81 3.92 4.04 4.16 4.28
3.03 3.12 3.21 3.31 3.41 3.51
2.08 2.14 2.20 2.27 2.34 2.41
3.0% 3.0% 3.0% 3.0% 3.0%
3,351,823 3,375,666 3,418,298 3,473,150 3,575,933 3,681,932
1,853,077 1,802,487 1,847,376 1,888,670 1,941,647 1,998,991
369,000 369,000 369,000 369,000 369,000 369,000
353,580 1,546,123 1,796,202 878,600 288,012 278,518
293,909 298,760 296,798 187,750 190,138 0
72,500 817,023 63,000 203,000 260,000 88,000
661,503 664,739 663,430 590,732 592,323 465,565
3,603,569 5,498,132 5,035,806 4,117,752 3,641,120 3,200,074
(251,746)  (2,122,466)  (1,617,508) (644,602) (65,187) 481,858
9,070,701 8,818,955 6,696,489 5,078,981 4,434,379 4,369,192
(251,746) (2,122,466) (1,617,508) (644,602) (65,187) 481,858
8,818,955 6,696,489 5,078,981 4,434,379 4,369,192 4,851,050
1,835,020 1,827,533 1,653,507 1,656,948 1,344,467 1,349,246




Scenario 2: Debt Finance Water Main Projects

2013 Budget

2014 Budget

2015 Budget

2016 Budget

2017 Budget

2018 Budget

PROJECTED RATES

Water Volume Charge per 1,000 gals 3.70 3.81 3.92 4.04 4.16 4.28
Sewer Volume Charge per 1,000 gals 3.03 3.12 3.21 3.31 3.41 3.51
User Fee per month 2.08 2.14 2.20 2.27 2.34 2.41
% Increase 3.0% 3.0% 3.0% 3.0% 3.0%
TOTAL REVENUES 3,351,823 3,375,666 3,418,298 3,473,150 3,575,933 3,681,932
WATER & SANITATION OPERATIONS 1,853,077 1,802,487 1,847,376 1,888,670 1,941,647 1,998,991
ADMINISTRATIVE EXPENSES 369,000 369,000 369,000 369,000 369,000 369,000
Water Capital Expenditures 353,580 1,546,123 1,796,202 878,600 288,012 278,518
LESS: CAPITAL EXPENSES PAID THROUGH DEBT (1,250,000) (1,400,000)

Existing Water Debt Service P&I 293,909 298,760 296,798 187,750 190,138 0

Debt Service for New Projects 84,020 178,122 178,122 178,122 178,122
WATER DEBT SERVICE 293,909 382,780 474,919 365,871 368,259 178,122
SEWER CAPITAL EXPENDITURES 72,500 817,023 63,000 203,000 260,000 88,000
SEWER DEBT SERVICE 661,503 664,739 663,430 590,732 592,323 465,565

SUBTOTAL CAPITAL EXPENSES 1,381,492 2,160,665 1,597,552 2,038,204 1,508,595 1,010,205
TOTAL CASH EXPENSES 3,603,569 4,332,152 3,813,928 4,295,874 3,819,241 3,378,196
NET CASH FLOW (251,746) (956,486) (395,630) (822,724) (243,309) 303,736
BEGINNING OF YEAR FUND BALANCE 9,070,701 8,818,955 7,862,469 7,466,840 6,644,116 6,400,807
CASH FLOW (251,746) (956,486) (395,630) (822,724) (243,309) 303,736
END OF YEAR FUND BALANCE 8,818,955 7,862,469 7,466,840 6,644,116 6,400,807 6,704,543
RESTRICTED FUNDS 2,217,800 2,302,453 g 2,021,766 2,025,207 1,522,589 1,527,367




Conclusions and Recommendations

* Implement the proposed user rates as calculated for FY 2012-
2013

* Continue to adopt a 3.0% annual rate increase to all user rates

* Decide upon the course of action for funding all capital
projects over the next five years
Both scenarios are feasible, it may depend on interest rates at the

time projects are completed and future projects beyond the five
year time period




