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INTRODUCTION
Quality drinking water is an essential public service provided to residents. Without a water
system the community would cease to exist. Over many years your community bhas invested in
the essential infrastructure and services necessary to provide it's residents with safe and
reliability drinking water.

The construction and maintenance of this infrastructure is one of the most costly investments

the residents in your community will make. Community officials strive to ensure that the

resident’s investment in these facilities is based on sound judgment, cost effectiveness, and

sustainable financing for the present and future. The purpose of analyzing utility rates is to
ensure;

a} Compliance with federal and state regulations governing utility rates, and

b} That adequate revenue is collected through service charges to support the cost of  providing
the service and

¢) That the rates are equitable to all users of the service.

That is, each user’s share of the cost is proportionate to their use of the system.

REVENUE REQUIREMENT = TOTAL SYSTEM COST
Ensuring that the revenue covers the total system cost means the service is “sustainable”. That
is, the system will serve the present needs and will continue to meet future needs.

Total system cost is comprised of the following cost components:

QOperation & Maintenance (0&M) expenses. These are the daily costs of labor, materials,
supplies, utilities, etc. necessary to operate and maintain the facilities.

Replacement expenses. These are costs to replace operating equipment with a useful life of 20
years or less. The sum of 0&M expense and replacement expense is referred to as OM&R.

Capital improvements. These are costs to replace structural components with useful life greater |

than 20 years and or to expand and improve the current facilities.

Administrative expenses. These are the costs of general management, financial management,
meter reading, and hilling & coliections.

Debt service expenses. These are the annual costs of loans or bond repayment used to finance
construction and generally includes facilities and structures with a useful life of 20 years of
more,




Current Rate Structure

BRUCE TOWNSHIP

The current rate structure for the Bruce Township's Water System is reasonable but could use
a some changes to recover the cost of operating the system in a more equitable manner.

Currently the Township charges a cost per 100 cubic feet of water used. The rate per 100 cubic :
feet is different for residential and commerical customers. Everyone pays starting from the
first cubic foof used.

The debt is collected through the base rate with all customers paying the same rate on ‘
amonthly or quarterly basis. |

Currently the Township charges a base rate or Benefit Fee charge which is invoiced every
quarter (which includes the debt). The base rate is charged to everyone regardless of how
much water they use. The base rate is dependant on the size of the meter serving the
customer. Currently, the Township uses it's own REU multiplier and not an industry standard.
Consideration should be given to adopting an industry standard at some point.

Larger water users take up capacity of the system. The system has a limited capacity therefore

if one large customer takes up the capacity of 10 residential homes they should pay a base rate
equivalent to the 10 residential homes. Larger volume users also drive the size of certain
components of the water system. For instance having several large buildings that house ;
factories or schools will require larger water mains to provide firefighting ability for these larger
buildings. Itis thus fair that they pay a larger portion of the debt and some fixed expenses
compared to a homeowner who uses 3 cubic feet per month.

Ultimately our goal is to collect the money needed to maintain the water system in the most

! equitable manner possible. Insuring that everyone pays their fair share of the cost.



Overall Conclusion
BRUCE TOWNSHIP

At first glance looking at the overall financial stability of the water system it appears to be making a
significant loss in revenue. The “Cash Flow Statement” page indicates this last year’s expenses exceeded
last year’s actual income showing a significant loss of ($319,597).

Although revenue from tap fees and other miscellaneous income should be considered a bonus as this
income changes every year.

Looking again at the loss of (5319,597). What the profit of (5319,597) doesn’t include is any reserve
funding for major equipment maintenance. Things like water main breaks or repairing fire hydrants.
Using the American Water Works Association's reserve funding indicates that the Township should aside
on an annual basis to pay for major equipment maintenance and replacement for items that occur on an
irregular basis. Additionally, the Township should have between 2 and 12 months of operating expenses
in reserve for emergency purposes. This amount should be between $58,000 and $350,000 in
unrestricted reserves.

The Township is not generating enough revenue to cover every day basic expenses or enough to pay for
the irregularly occurring major maintenance items and replacement of existing equipment necessary to
provide safe drinking water for the community. Additionally, the Township does not currently charge any
of the wages of the administrative staff towards the water fund. This should be changed sometime in the

future,

The Township needs to be able to project how much money will be needed to operate the system.
Putting money aside or should not be guess work, but rather an exact calculation. Forinstance if the past
maintenance history of a pump indicated that we have to replace it in five years and the pump cost
$25,000 dollars we should be putting aside $5,000 dollars each year in order to have the $25,000 dollars
needed in five years to replace the pump. This money would come out of the water or sewer saving
accounts. Here is the KEY, the rates need to be high enough to generate enough revenue to replace the
$25,000 spent on this pump. Otherwise the Township will eventually deplete its water reserve accounts.
Therefore, the Townhip should strongly consider creating a budget for the system.




Bruce Township - Res

CONCLUSION OF ANALYSIS

COST PER CURRENT RATES CALCULATED RATES DIFFERENCE
100 CUFT $3.75 $11.00 $7.26
CURRENT "BASE RATE" CHARGE PER MONTH
METER SIZE -
INCHES CURRENT RATES CALCULATED RATES DIFFERENCE
1 $20.00 $59.05 $39.05
11/2 $40.00 $118.09 $78.09
2 $60.00 $177.14 $117.14
3 $160.00 $472.36 $312.36
4 $300.00 $885.68 $585.68
6 $700.00 $2,066.60 $1,366.60
The above rates are based on an input budgetof ~ $401,586
The above rates are based on invoicing the following gallons of water / sewer 1,270,969
The above rates are based on the following number of customers 71
The above rates are based on the following number of Residential Equivalent Units (REU's} 1,548

If all numbers listed above stay true the new calculated rates will generate the input budget "exactly”. Not a penny more or a

penny less.

- This Rate Analysis uses "Full Cost Pricing" to determine the user fees.

" The above table shows the Current Rate, the new Calculated Rate, and the difference between the
- current and new rate changes.

" Full Cost Pricing Is:

Maintaining your system’s financial stability by ensuring a sufficient revenue stream.

* Collect and reserve the funds needed to cover the costs of future asset rehabilitation and compliance

with future regulations, among other things.

Plan ahead for reasonable, gradual rate increases when necessary.

Deliver a fair priced, high-quality drinking water to your customers now and in the future.

- NOTE:

The above CALCULATED RATES will generate only enough to meet the current budge input into the rate analysis
program. In order to charge a lesser amount, the budget must first be reduced.




MICHIGAN RURAL WATER ASSOCIATION RATE EVALUATION PROGRAM

BACKGROUND INFORMATION STARTING SHEET

Please be sure to review the results of this rate evaluation with an attorney

Name of Community :

Population Served :

Bruce Township

235 Estimated

BUDGET USED FOR YEAR OF 2022

Current Rate Structure
Are bills based on 1,000 gallons units or 100 cubic feet units? 100
Number of Residential Customer Invoices per Year, 12

What are the dates of the Fiscal Year April 1st
Year of Last Rate Increase
This rate evaluation was completed using the following information

Reliability Study / General Plan No
Capital Improvement Plan Yes
Water Tower Inspection Report N/A
Well Inspection Report N/A
System Evaluations ( MDEQ etc) No
Audits Yes

List the names of the different Entities Served - Originating Entity

Bruce Township - Res

2nd Entity

Bruce Township - Com

Bruce Twp Water Rates 2022

3 STARTING SHEET
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MICHIGAN RURAL WATER ASSOCIATION RATE EVALUATION PROGRAM

Bruce Township - Res

NON-SALES INCOME

NON-SALES INCOME 2020 2021 2022
591-000-045.000 Special Assessments $ 109,404
591-000-046.000 Special Assessments Cur b $ 1224034

Hydrant Maintenance

TOTAL INCOME (NON SALES)| $ - $ - $ 131,438

Portion of (Non Sales) Revenue Guaranteed :| $131,438

Percent Applied Towards Fixed Rate RTS Charge - PERCENT applied per REU 100%

ANNUAL DOLLARS APPLIED TOWARDS FIXED BUDGET - BASE RATE-RrTs| $ 131,438

ANNUAL DOLLARS APPLIED TOWARDS VARIABLE BUDGET - PER UNIT $ -

Bruce Twp Water Rates 2022 1 10 NON-SALES INCOME



Bruce Twp Water Rates 2022

MICHIGAN RURAL WATER ASSOCIATION RATE EVALUATION PROGRAM

LABOR & BENEFITS PROPOSED BUDGET] 1/ s expenses
p FOR NEXT FISCAL |rrom PREVIOUS YEARS
Bruce Townshlp -Res YEAR (COMPARISON
2022 PURPQOSES ONLY)
2022 RATE BUDGET YEAR OF
LABOR & BENEFITS | ANNUAL BUDGETED 2021
$0 $0
LABOR & BENEFITS $0 $0
LABOR & BENEFITS - ADMINISTRATION- BILLING ETC
$0 30
LABOR & BENEFITS - ADMINISTRATION- $0 $0
BILLING ETC
LABOR & BENEFITS $0 $0
SUB-TOTAL EXPENSES $0 $0
Additional Cost of Inflation Increase 0.00%

LABOR & BENEFITS

ARE EMPLOYEES MAKING A LIVABLE WAGE AND RECEIVING INCREASES ANNUALLY

11 LABOR & BENFITS



MICHIGAN RURAL WATER ASSOCIATION RATE
EVALUATION PROGRAM

PROPOSED
BUDGET FOR ACTUALS EXPENSES
OPERATION & MAINTENANCE EXPENSES NEXT FISCAL |FROM PREVIOUS YEARS
(COMPARISON
YEAR PURPOSES ONLY)
2022 2022
Bruce Township - Res RATE BUDGET YEAR OF
SYSTEM EXPENSES ANNUAL BUDGETED 2021
591-000-818.000 Contracted Services $4,981 $6,050
591-529-920.000 Utilities - Electric $913 size0
591-536-818-300 Meter Fee] _ $12,169 12193258
591-536-922.000 Water|  $331,393 $418,500
591-906-994.500 Fees $750
SYSTEM EXPENSES $350,206 $438,742

Bruce Twp Water Rates 2022

12 OPERATIONAL EXPENSES




MICHIGAN RURAL WATER ASSOCIATION RATE

EVALUATION PROGRAM

SUBTOTAL OPERATIONAL EXPENSES|  $350,206 $438,742 |
CONTINGENCY $0
SUBTOTAL $350,206

Operating Expenses are those operation and maintenance (O&M) expenses that occur while
providing water /sewer service. These expenses typically increase annually due to inflation, and

increased maintenance costs as systems age.
The expenses listed above do not include Depreciation

These expenses do not include any interest paid on debt or one time CIP expenditures.

Bruce Twp Water Rates 2022

12 OPERATIONAL EXPENSES
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MICHIGAN RURAL WATER ASSOCIATION RATE EVALUATION PROGRAM

Bruce Township - Res
LOANS, BONDS, INTEREST, ANNUAL PAYMENT

_____________________ 2010 SA Bonds $51,380
TOTAL ANNUAL PAYMENTS $ 51,380.00
No Tax revenue or special assessment revenue is applied to these payments
PROPOSED NEW DEBT - TOTAL FUNDED
INTEREST RATE
LENGTH OF LOAN (YEARS)
ANNUAL PAYMENT 0

TOTAL DEBT - NEW & CURRENT §51 .380

WHAT YEAR IS LOAN PAID OFF
IS DEBT LISTED SEPARATELY ON WATER BILL NO

IF USDA RD LOAN ANNUAL RESERVE FUNDING $0

List any additional notes on the loans here.

Bruce Twp Water Rates 2022 15 BONDS - LOANS



Bruce Township - Res
CASH FLOW STATEMENT - ACTUAL

TTE casn now staermerit agoes notnciuae dny
Depreciation - But does included principal and interest

N

n all lnan navments

YEAR ENDING | YEAR ENDING | YEAR ENDING
EXPENSES ACTUAL 2019 2020 2021
EXPENSES ACTUAL $269,122 $382,153 $438,741
BOND PAYMENT - PRINCIPAL $35,000 $35,000 $35,000
BOND PAYMENT - INTEREST $21,000 $20,100 $18,200
MINUS DEPRECIATION $16,192 $16,191 $16,192
NORMAL ANNUAL OPERATING EXPENSES| $308,930 $421,062 $475,749
INCOME ACTUAL EARNED
REVENUE $105,624 $118,734 $144,618
INCOME TOTAL CUSTOMER BILLINGS| $105,624 $118,734 $144,618
OTHER INCOME
INTEREST $14,451 $12,953 $11,634
SUB TOTAL OTHER INCOME $14,451 $12,953 $11,534
NORMAL ANNUAL INCOME| $120,075 $131,687 $156,152
OVERALL INCOME| $120,075 $131,687 $156,152
PROFIT / LOSS CUSTOMER BILLINGS| -$203,306 -$302,328 -$331,131
PROFIT / LOSS NORMAL REVENUE| -$188,855 | -$289,375 | -$319,597
OVERALL PROFIT/ LOSS| -$188,855 | -$289,375 | -$319,597
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2022

Bruce Township

DIFFERENCE PER MONTH

DIFFERENCE PER MONTH

Bruce Township - Com

Bruce Township - Res Bruce Township - Res
SRR $11.00 $3.75 $7.26 $14.56 $4.96
NEW CURRENT NEW CURRENT DIFFERENCE
METER SIZE BASE RATE PER MONTH BASE RATE PER MONTH

1 $59.05 $20.00 $39.05 $13.02 $59.05 $20.00 $39.05
11/2 $118.09 $40.00 $78.09 $26.03 $118.09 $40.00 $78.09
2 $177.14 $60.00 $117.14 $39.05 $177.14 $60.00 $117.14
3 $472.36 $160.00 $312.36 $104.12 $472.36 $160.00 $312.36
4 $885.68 $300.00 $585.68 $195.23 $885.68 $300.00 $585.68
6 $2,066.60 $300.00 $1,766.60 $2,066.60 $700.00 $1,366.60

These are the rates calculated for each meter size for each entity served. Also far the cost per unit of water sald for each entity.




Bruce Twp Water Rales 2022

MICHIGAN RURAL WATER ASSOCIATION RATE EVALUATION PROGRAM

CONFIRMATION OF INCOME - BASED ON CALCULATED RATES

Bruce Township

Bruce Township - Res Beuca Township - REVENUE
New Cost per Unit of Water Sold NEW RATES
+$ PER 100 CUFT. 0
UNITS Sold 10,943 12,710
Income $19,443 $159,302 $178,745
PERCENT OF USAGE 14% 86%
PERCENT REVENUE 11% 89%
NOM SALES INCOME APPLIED TO VARIABLE BUDGET $0
TOTAL ANTICIPATED REVENUE PER UNIT SALES $178,745
METER SIZE NEW BASE RATE PER MONTH
NO. CUSTOMERS
INVOICES PER YEAR 12 12
ANNUAL INVOICES 720 24
INCOME $42,512.85 $1,417.09 $43,930
124 - $118009 . | 1$118.00
NO. CUSTOMERS 0 1
INVOIGES PER YEAR 12 12
ANNUAL INVOICES 0 12
INCOME $0.00 $1,417.00 1,417
e N AT B AT
NO. CUSTOMERS 0 4
INVOIGES PER YEAR 12 12
ANNUAL INVOICES 0 48
INCOME _ $0.00 $8,502.57 $8,503
s o 947236, e | $472:36
NO. CUSTOMERS ¢ 1
INVOIGES PER YEAR 12 12
ANNUAL INVOIGES 0 12
INCOME $0.00 _ $5,668.38 $5,668
NO. CUSTOMERS 0 3
INVOICES PER YEAR 12 12
ANNUAL INVOICES 0 38
INCOME $0.00 $31,884.64 $31,885
Fixed Income $91,403
INCOME GENERATED BASE RATE $91,403
NON SALES INCOME APPLIED TO FIXED BUDGET $131,438
TOTAL ANTICIPATED REVENUE BASE RATE / RTS + NONE SALES INCOME $222,841
TOTAL COMBINED CUSTOMER INCOME = BASE RATE + VOLUME INCOME $401,586
TOTAL COMBINED CUSTOMER INCOME $401,586
Budget Goal $401,586
Difference $0

22 CONFIRMATION OF INCOME



Short Lived Assets - Equipment Replacement — Repair Replacement and Improvement

A replacement schedule should be developed that indicates those assets that will be replaced within the next
15 years (short lived assets) that will be funded from system revenues. The schedule will typically contain
assets with a value of greater than $1,000 dollars, or routinely recurring maintenance items. A couple of
examples of these types of assets are: water tower paintings and chlorine pumps, well pumps and controls,
raw sewage pumps, sanitary sewage pumps stations etc. Larger more long term items like water distribution
piping, wells, water towers, standby generators. etc or items with a longer life expectancy of greater than 15
vears, are typically included in a Capital Improvements program. See notes below in Capital Improvements

This schedule can also be expanded to include programmed maintenance or repair, making it a Repair &
Replacement Schedule. The types of maintenance activities that can be included here are major, repairs, or
items that occur on a non-yearly schedule or irregular schedule, such as a storage tank inspection done every
five years and a tank overhaul {repaint, structural testing, cleaning) or leak detection every 3 years or a
digester cleaning every ten years, or a well cleaning done every 5 years. If it occurs every year then it should
be in the standard O & M budget. This Schedule does not replace the normal annual operation and
maintenance budget. It merely reflects those elements that are major budget items that do NOT occur on an
annual basis and thus are not in the typically O&M annual budget. These are generally items that constitute a
major budget expenditure.

The schedule should include all of the recurring and non-recurring items for a 15 year period. The short lived
asset Repair and Replacement Schedule should be updated annually..

It is absolutely critical that the items in the Repair and Replacement Schedule be entered into the rate setting
process. These items must be funded out of system revenues, so they must be accounted for in the annual
budget and in the rates. The Schedule will probably not be uniform from year to year in terms of amount of
expenditure. To address this issue, the program will set an annual annuity payment to cover the Repair and
Replacermnent Schedule expenses over the long term. Some years, the annual funding amount will be greater
than that year’s expenses, so money would go into the Repair and Replacement Reserve. Other years, the
amount collected will be less than the expenses incurred, and the additional funding needed would come from
the reserve account. The annual annuity set would have to be sufficient to cover all of the expenses over the
15 year period. This program becomes a living document and the annual funding amount should be adjusted
as new equipment is purchased and the program is updated.
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