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Backqround

Funding the five-year Capital lmprovements Plan (ClP) approved by the City
Council and the adopted FY 2008/09 Budget will require rate increases for all
City utilities over the term of the ClP. In addition to rate increases, we have
proposed a new rate structure for the water utility for FY 2008/09 and will likely
be implementing a new rate structure for the electric utility within the five year
CIP planning horizon. The impact of changes in rate structure will vary between
customers, but will result in increased utility costs for some of our customers.

The amount and timing of rate increases will depend on decisions made after
review of studies related to future improvements for both the Electric Plant and
the Water Plant. Currently, we expect that rate increases or changes to rate
structure wil! be required as provided in the table below.

Sanitarv Sewer Rates

The timing of the rate changes can also vary based on the scheduling of CIP
projects and implementation dates of rate increases. lmplementing a rate
increase prior to additional utility funding need can result in slightly lower
percentage increases in the rates. In the case of sanitary sewer rates, the 10%
increase that is currently anticipated for FY 09/10 could be implemented as an
8% increase in FY 08/09.

There are some unknowns that could impact sanitary sewer rates and that would
tend to favor waiting until FY 09/10 to implement a sanitary sewer rate increase.

The new water rate structure will impact sanitarv sewer revenues. lf the
new water rate structure is successful in reducing peak demand for water,
sanitary sewer revenue will be reduced because it is based primarily on
metered water sales. After the new water rate structure has been in place
for a peak season, we will have a better idea of the impact on metered
sales and rate change requirements needed to fund sewer improvements.
The new water rate structure is also expected to mitigate future water rate
increases to fund plant improvements, reducing the collective impact of
rate increases for multiple utilities in a single year.

Water
Sanitary
Sewer Electric

Storm
Sewer

FY 08/09 X X
FY 09/10 X X X X
FY 10t11 X X
FY 11t12 X X
FY 12t13 X



The sanitarv sewer rate increases will be driven primariV bv the cost of
disinfection capital improvement and operations. As of late March, the
lowa DNR has taken no action on the City's NPDES permit application,
and the possible regulatory requirements for this project have not been
fully determined. The rate increases for the sanitary sewer utility will be
highly dependent upon requirements for disinfection.

Gonclusion

With the extensive capital improvement requirements for the City of Ames utilities
over the next five years, rate increases for multiple utilities in a single year will be
unavoidable. Due to rate increases in electric, the expected increase in the
energy cost adjustment, and changes in the water rate structure, some of our
customers will experience increases in their City utility bills of over 10% for FY
08/09. lmplementing a sanitary sewer rate increase in FY 08/09 will add an
additional one to two percent to total utility bills. Utility samples for various
classes of customers are attached.

The initial reason for considering an acceleration of the sewer rate adjustment
was because a major water rate adjustment was anticipated in the summer of
2009. With the planned water rate structure change taking place in 2008, the
magnitude of the water rate adjustment needed in 2009 will be reduced. With a
lower water rate adjustment necessary next year, the combined water/sewer rate
adjustments will not have as large of an impact on customers as initially
anticipated.

City staff would like direction from Council on implementing an $oh increase in
sanitary sewer rates in FY 08/09, or wait until the FY 09/10 budget process for
further review of all utilities rates. The FY 08/09 budget does not include an
increase in sanitary sewer rates, and capital and operations will continue as
planned during the budget process with or without an FY 08/09 increase.



City of Ames Utilities Rate Samples
FY 08/09 Proposed Rates

Reflects EGA of $0.0091/kwh and New Water Rate Structure Reflects EGA of $0.0091/kwh, New Water Rate Structure, and an 87n increase in Sewer

MINIMUM USE CUSTOMERS

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

100 kwh and 100 cf $ 13.33 $ 2.60 $ 8.69 $ 7.60 $ 32.22

FY 08/09 Rate Increase $ 1.39 $ $ 1.39$  1 .3e  $  -
$ 14.72 $ 2.60Totals $ 14.72 $ 2.60 $ 8.69 $ 7.60 $ 33.61

% fmpact on Total Bill 4.31o/o

MINIMUM USE CUSTOMERS

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

100 kwh and 100 cf $ 13.33 $ 2.60 $ 8.69 $ 7.60 $ 32.22

FY 08/09 Rate Increase $ 1.39 $ - $ 0.65 $ 2.04r  vurvJ  r \a rs  i l ru rEaJE rp  r .gv  rp  -  |p  v .uJ  I  z .v+

T o t a l s  $  1 4 . 7 2  $  Z . O O $  8 . 6 9 $  8 . 2 5 $  3 4 . 2 6

% lmpact on Total Bill 6.33%

MEDIAN USE CUSTO'I'ERS

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

600 kwh and 600 cf $ 60.91 $ 2.60 $ 15.64 $ 15.35 $ 94.50

FY 08/09 Rate Increase $ 6.51 $ 6.51
Totals $ 67 .42 $ 2.60 $ 15.64 $ 15.35 $ 101.01

% lmpact on Total Bill 6.89%

MEDIAN USE CUSTOMERS

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

600 kwh and 600 cf $ 60.91 $ 2.60 $ 15.64 $ 15.35 $ 94.50

FY 08/09 Rate Increase $ 6.51 $ 1.25 $ 7.76
T o t a l s  $  6 7 . 4 2  $  2 . 6 0 $  1 5 . 6 4 $  1 6 . 6 0 $  1 0 2 . 2 6

% lmpact on Total Bill 8.21%

LARG E RESI DENTIAL CUSTOI'ERS

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

1 ,000 kwh and 1,000 cf $ 97.99 $ 2.60 $ 21.20 $ 21.55 $ 143.34

FY 08/09 Rate Increase $ 10.51 $ 10.51
Totals $ 108.50 $ 2.60 $ 21.20 $ 21.55 $ 153.85

% f mpact on Total Bill 7.33%

T.ARGE RES'D E NTI A L CUS TO''ERS

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

1,000 kwh and 1,000 cf $ 97.99 $ 2.60 $ 21.20 $ 21.55 $ 143.34

FY 08/09 Rate Increase $ 10.51 $ 1 .75 $ 12.26
T o t i a l s $ 1 0 8 . 5 0 $ 2 . 6 0 $ 2 1 . 2 0 $ 2 3 . 3 0 $ 1 5 5 . 6 0

% fmpact on Total Bill 8.55c/o



Gity of Ames Utilities Rate Samples
FY 08/09 Proposed Rates

Reflects EGA of $0.0091/kwh and New Water Rate Structure Reflects ECA of $0.0091/kWh, New Water Rate Structure, and an 87o increase in Sewer

SMALL COMMERCIAL (GPI

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

2,000 kwh and 600 cf $ 209.20 $ 2.60 $ 15.64 $ 15.35 $ 242.79

FY 08/09 Rate Increase $ 22.40 $ - $ 2.94 $ 25.34I  v ( J t v v f \ c l f . l t f f f t r f I t c l D l t  I  Z Z . + V  I  
-  

I  1 . - r +  I  A J . O +

Totals $ 231.60 $ 2.60 $ 18.58 $ 15.35 $ 268.13

% lmpact on Total Bill 10.Mo/o

SMALL COMMERCIAL (GPI

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

2,000 kwh and 600 c{ $ 209.20 $ 2.60 $ 15.64 $ 15.35 $ 242.79

FY 08/09 Rate Increase $ 22.40 $ $ 2.94 $ 1.25 $ 26.59
T o t a l s  $  2 3 1 . 6 0 $  2 . 6 0 $  1 8 . 5 8 $  1 6 . 6 0 $  2 6 9 . 3 8

% lmpact on Total Bill 10.95%

SMALL COMMERCIAL (GPI

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

5,000 kwh and 1,000 cf $ 478.00 $ 2.60 $ 21.20 $ 21.55 $ 523.35

FY 08/09 Rate Increase $ 51.80 $ - $ 4.90 $ 56.70FY 08/09 Rate Increase $ 51.80 $ -
To ta l s  $529 .80  $  2 .60Totafs $ 529.80 $ 2.60 $ 26.10 $ 21.55 $ 5s0.05

% lmpact on Total Bill 10.83o/o

SMALL COMMERCIAL (GPI

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

5,000 kwh and 1,000 cf $ 478.00 $ 2.60 $ 21.20 $ 21.55 $ 523.35

FY 08/09 Rate Increase $ 51.80 $ - $ +.gO $ 1.75 $ 58.45
Totals

I  \ r l . 9 v  I  
-  

I  ' t . i 7 t . |  I  l . r \ ,  I  a J 9 . ' + i J

$ 52e.80 $ 2.60 $ 26.10 $ 23.30 $ 581.80

% lmpact on Total Bill 11.17%

SMALL COMMERCIAL (GPI

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

10,000 kwh and 3,000 cf $ 919.70 $ 2.60 $ 49.00 $ 52.55 $ 1 ,023.85

FY 08/09 Rate Increase $ 100.30 $ 14.70 $ 115.00
Totals $1,020.00 $ 2.60 $ 63.70 $ 52.55 $1,138.85

% lmpact on Total Bill 11.23Vo

SMALL COMMERCIAL (GP)

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

10,000 kwh and 3,000 cf $ 919.70 $ 2.60 $ 49.00 $ 52.55 $ 1,023.85

FY 08/09 Rate Increase $ 100.30 $ 14.70 $ 4.20 $ 119.20
Totrals $ 1,020.00 $ 2.60 $ 63.70 $ 56.75 $ 1,143.05

% lmpact on Total Bill 11.64%



Gity of Ames Util i t ies Rate Samples
FY 08/09 Proposed Rates

Reflects EGA of $0.0091/kwh and New Water Rate Structure Reflects ECA of $0.0091/kWh, New Water Rate Structure, and an 8% increase in Sewer

COMMERCIAL (LPI

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

20 ,000kwhand5,000c f  $1 ,602.88  $  2 .60  $  84 .10  $  83 .55  $1 ,773.13

FY 08/09 Rate Increase $ 182.19 $ - $ 24.50 $ 206.69I  l r Ja ' .  lV  I  
-  

I  Z . ' t . \ rL '

$1 ,785 .07  $  2 .60  $108 .60Totals $1,785.07 $ 2.60 $108.60 $ 83.55 $1,979.82

% lmpact on Total Bi l l  11.66%

COMMERCIAL (LP)

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

20,000 kwh and 5,000 cf $ 1,602.88 $ 2.60 $ 84.10 $ AS.SS $ 1,773.13

$  182 .1e  $  -  $
$ 1.785.07 $ 2.60 $

FY 08/09 Rate Increase $ 182.19 $ - $ 24.50 $ 6.70 $ 213.39
Totals $ 1,785.07 $ 2.60 $ 108.60 $ 90.25 $ 1,986.52

% fmpact on Total Bill 12.03%

COMMERCIAL (LPI

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

60,000 kwh and 15,000 cf $4,396.95 $ 2.60 $ 237.70 $ 238.55 $4,875.80

FY 08/09 Rate Increase $ 512.72 $ $ 73.50 $ 586.22
Totals $4,909.67 $ 2.60 $ St 1.20 $ 238.55 $ 5,462.022.60

% lmpact on Total Bill 12.02o/o

COMMERCIALLPI

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

60,000 kwh and 15,000 cf $ 4,396.95 $ 2.60 $ 237.70 $ 238.55 $ 4,875.80

FY 08/09 Rate Increase $ 5'12.72 $ $ 73.50 $ 19.10 $ 605.32
T o t a l s $ 4 , 9 0 9 . 6 7 $ 2 . 6 0 $ 3 1 1 . 2 0 $ 2 5 7 . 6 5 $ 5 , 4 8 1 . 1 2

% lmpact on Total Bill 12.41%

COMMERCIAL (LPI

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

100,000 kwh and 20,000 cf $7,203.71 $ 2.60 $ 336.40 $ 9t6.05 $7,858.76

FY 08/09 Rate Increase $ U4.26 $ 98.00 $ 942.26
Totals $8,047 .97 $ 2.60 $ 434.40 $ 316.05 $ 8,801 .02

% lmpact on Total Bill 11.99o/o

COMMERCIAL(LP)

Electric Storm
Electric / Water Use Summer Water Water Sewer Total

100,000 kWh and 20,000 cf $ 7,203.71 $ 2.60 $ 336.40 $ 316.05 $ 7,858.76

FY 08/09 Rate Increase $ 844.26 $ 98.00 $ 25.30 $ 967.56
Totals $ 8,047.97 $ 2.60 $ 434.40 $ 341.35 $ 8,826.32

% lmpact on Total Biil 12.31%


