CITY OF HENDERSONVILLE

WATER SEWER ADVISORY COUNCIL

Operations Center - Assembly Room | 305 Williams St. | Hendersonville NC 28792
Monday, April 24, 2023 — 6:00 PM

MINUTES

Present: City of Hendersonville Council Member & Chair Jerry Smith, County Commissioner & Vice
Chairman Daniel Andreotta, City of Hendersonville Council Member Debbie Roundtree, City of
Hendersonville Water/Sewer Customer Representative Chuck McGrady, Henderson County
Water/Sewer Customer Representative Andrew Riddle, Village of Flat Rock Council Member
David Dethero, Town of Fletcher Council Member Sheila Franklin, Town of Laurel Park Council
Member Paul Hansen, City of Saluda Council Member Stan Walker, Town of Mills River Mayor
Pro-Tem Randy Austin, and Partnership for Economic Development Representative Carsten Erkel

Staff Present: -~ City Manager John Connet, Assistant City Manager Brian Pahle, Budget Manager Adam Murr, City
Engineer Brent Detwiler, Utilities Director Lee Smith and Utilities Engineer Adam Steurer and
others.

Others Present: Stantec Senior Principal David Hyder

1. CALL TO ORDER
Chairman Jerry Smith called the meeting to order at 6:00 p.m. and welcomed those in attendance.
2. APPROVAL OF AGENDA

Chuck McGrady moved to approve the agenda as presented. A unanimous vote of the Council Members
present followed. Motion carried.

3. APPROVAL OF MINUTES
A. Approval of the January 23, 2023 Minutes.

Paul Hansen moved to approve the minutes of January 23, 2023 as presented. A unanimous vote of the
Council Members present followed. Motion carried.

4,  OLD BUSINESS
There was no Old Business.
5. NEW BUSINESS
A. Stantec Presentation on 2023 W&S Rate Study - Adam Murr, Budget Manager
The City of Hendersonville has partnered with Stantec’s Financial Services Team to complete a water
and sewer rate study and system development fee analysis. Stantec’s Financial Services Team

specializes in utility financial management and has provided their services to over 30 communities in the
State of North Carolina alone. Stantec also maintains a robust national and international consulting
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presence. The City and Stantec have worked together in recent months to collect relevant data and
metrics to support the rate study. At this time, Stantec will provide an overview presentation on the rate
study process, opportunities for guidance, and desired outcomes. Nearing the end of the study, Stantec
will provide an update on findings and recommendations to be considered by City Council upon budget
adoption at the 06/01/2023 regular meeting of the City Council.

Dave Hyder, Stantec Senior Principal gave a PowerPoint presentation to Council.

B Financial Plan

Revenue = Forecast of system operating expenditures

- + Forecast of capital investments including existing
Requirements debt obligations

Revenue » Forecast of system demands and customer counts

Development of revenue forecast with existing rates
Forecast ST 2
: Capital Costs

Sufficiency of revenue to meet revenue requirements 5
Evaluat_e Key Ability to fall within range of reserve targets Debt Service
Metrics Meet debt service coverage requirements

Operating Costs

=l Financial Assumptions

Operating Expenditures
- FY 24 budget used as a starting point for modeling
- Annual inflation by expenditure type to develop a 10-year forecast

Capital Expenditures
= Annual payment of existing debt service (FY 24 payment of $3.9M)
= Ten-year capital plan
o Funded with a blend of future borrowing and cash

Revenues
= FY 24 budget used for non-rate revenue (assumed to remain flat over forecast period)
= Growth in customers at 0.5% inside City and 1.0% outside annually
- User rates adjusted as part of financial plan

Bl Capital Improvement Plan

e s85.7M
$292 Million
Water and Sewer Capital Investments
$50.3M
$40.3M
$28.9M
$20.0M $21.2M
] s14.4M
$10.amM . $10.3M . $10.2M
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Equipment/Operations m Replacement/Rehab m Expansion/Capacity
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FY 2027  FY 2028

FY 2029

FY 2030

FY 2031  FY 2032

FY 2033  FY 2027 FY 2033

23242526272829303132

2324252327262930313233

Water Rate Plan 0.0% 0.0%
Wastewater Rate Plan 0.0% 0.0%
Debt Senvice Coverage Test A IIEEZINN 0.40 0.08 (0.16) (0.37) (0.74)
Debt Senvice Coverage TestB-E- 0.34 0.14 0.01 (0.08) (0.47)
Total Single Family Bill [ ]
Operaiing Fund - 60 40: Revenues vs. Expenses 0: Expenses by Type
) w Current Plan —Target - — 0&M ——Cash In Cash Out =O8M wDEBT (SEN +SRF) wTO CP nCO
$200M ———— = $50.0M $50.0M
S0.0M $45.0M $45.0M
520 0M . I I zgm —_— — :400«1
35 01
LX) $30.0M $30.0M
S60.0M $250M $25.0M
-$80.0M 52004 $20 014
5.00 - 1504
eplete all cash in fund $10.0M $10.0M
s120.04 p 50 } Cash (o] texceeds cash in atoll
$140.04 SO.OM - - s0.0M P— LS J
2 23 24 25 26 27 28 29 30 31 32 33 23 24 £ 25820 27 28,520 2130.+31 592 =33 23 24 25 26 27 3
CIP Spending CIP Funding Bomowing - Senior Debt
» Operating Cash - 60 = Captal Fund Reseve - 460
= Current Plan = Senior Debt = Grant Proceeds = Current Plan
S50 oM seo oy "SR Loans ::22:‘:
sToon 80% Project Execution - SToM == e -
80,08 $80.004 > $80.0M —
$50.0M $50.0M $50.0M
s100M ———— - $40.04 $400M
$30.0M ————- sauou = - i S, $300M
$20 00 I 520 - I — - $2001
s10.0M l . smou . . = == $100M ——
1o ll mEm l- | F 1 1 Bhican

23 24 25 2 27 28 28 30 31 32 33

B Prior Rate Plan

jected

| Debt

verage Tests

(GVEUVDCEREEN Fy 2023 FY 2024  FY 2025  FY 2026  FY 2027  FY 2028 _4#2029 ~FY 2030 FY2031 FY 2032 FY2033  FY 2027 FY 2033
Water Rate Plan [RTAVSH 12.00% 12.00% 12.00% 12.00% 11(&# 12.00% 12.00% 2.00% 2.00% 2 00% 57.3% 130.0%
Wastewater Rate Plan BRI 7.00% 7.00% 7.00% 7.00% 1.0 % 7.00% 7.00% 2.00% 2.00% 2.00% 30.9% 67.0%
Debt Service Coverage Test A IRILZ) 1.27 121 1.08 0.94 0.94 0.91 098 0.94 092 0.75
Debt Senvice Coverage restem 0.95 003 [EETEE o097 0.78
Total Single Family Bill [ 33 5103 ; $ ¢
Operafing Fund - 60 40: Revenues vs. Expenses 40: Expenses by Type
mmm Current Plan —Target - — 0&M ——Cash In Cash Out ®mO3M ®=DEBT(SEN +SRF) wTO CIP co
$14.0M $50.0M $50 0M —— . —
s12.0M / $45.0M $45.0M
$10.0M / SO
s.0M | Low cash balances b
B.0M e — $250M —
o II I l e |
Ianunnn
$10.0M
iy l mERR o0
S20M - — — — - $0.0M — —
22 23 24 25 26 27 28 29 30 31 32 33 23 24 25 26 27 28 29 30 31 32 33 23 24 25 26 27 28 20 30 31 32 B
CIP Spending CIP Funding Borrowing - Senlor Debt
w Operating Cash - 60 = Capital Fund Resewe - 460
= Current Plan = Senior Debt # Grant Proceeds = Current Plan
= SRF Loans $80.0M
et 80% Project Executio $300M e R B P it
S70.0M $7001
$60.0M - — $300M - - I ST e 3
$50.0M - $500M - - $50. 00 e =
o0 : $40.04 = . : SO e a 5
$30.0M e o $30.0M S0 ———— -
$20.0M I —=——— $200M — I——A — 520,01
$10.0M . . s100M . . Sloou e . !
v Bl mlm toon 1 . A m - e ll =l

2324252627262930313233

23 24‘25 26 27 28 29 30 31 32 33

2324252627282930313233
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>

Water Rate Plan
Wastewater Rate Plan

Debt Senvice Coverage TestA

Debt Sernvice Coverage TestB 1.21 1 1.18 1.10 1.01 1.05 1.04 115 4 13
- - - =

0.00%

0.00%

Total Single Family Bit il

1.44

FY 2024

FY 2025  FY 2024

11.00% 11.00% 11.00%
12 00% 12.00% 12.00%
1.31 1.28 1.17

FEEY

S7TETAETE

Financial Management Plan

FY 2027  FY 2048 FY 2029 FY 2030 FY2031 FY2032 FY2033 FY 2027 FY2033

11.00% 17 r0% 11.00% 11.00% 3.00% 3.00% 3.00%

12 00% +2.00% 12.00% 12.00% 3.00% 3 00% 3.00%
1.05 1.07 1.06 117 1.18 1.20 1.03

_$108.19 512081 $134.89 _ S1

Operating Fund - 60

= Current Plan ——Target
s$18.0M —— - ~ 2t & Tex
s1B.0M = = paiiay
s14.0M ‘ Maintain cash balances
s12.0M
$10.004 —

53 oM
s3.0m
$4.0M
s2.0m

CIP Spending

= Current Plan

50 0M ,l_‘l .,l,l .,I‘I;I

22 23 24 25 20 27 28 29 30 31 32 33

40: Expenses by Type

=O&M =DEBT (SEN + SRF) =TO ciP =co

- 520,00
$15 0M = sS150M
s10.0m n i i i ——  stoom
3ini Cash out in line with cash in | e oLt
Py p—— . s0.0M
23 24 25 28 27 28 29 30 31 32 33 23 24 25 28 27 28 33
CIP Funding Bomowing - Senior Debt

= Operating Cash - 60

= SeniorDebt

= Capial Fund Reserve - 460
= Grant Proceeds

= Current Plan

Py 530 om " SRF Loans $30.014
s70. oM —% 80% Project Execution [EE YT — 2O B e B T S TS |
ssooM ~ 550 0M Sl L = T 300,014 = = > =
S0 = 350 oM ss0.0m B Lapdeh > U e
sS40 0 < — - - —— - $40 0N 840 OM e —
S3oom = — 5t = s30.0Mm $30 01 - — -
s20.0m . l 320 oM $20 oM — S e —
s10.0m - . $10 oM s10.0m S8 XN ] . = ==
wor Hm = - w0l g R -

Z3 R SR 25 R20 B2 7 M 20 EE 29 SESOIE O L SIS2ISS 3 23 24 25 28 27 28 29 30 31 32 33

Financial Plan Summary

» Revenue increases from rates are re

and cash balances

= Recommended adjustments
o . Water revenue increase: 11.00%
o Sewer revenue increase: 12.00%

quired in FY 24 to meet debt coverage

= Customer bill impacts will vary based on rate structure recommendations

= Future revenue increases will be required at similar levels

» Financial plan should be evaluated annually based on capital spending,

growth, & other factors

Cost of Service

HOW DOES YOUR WATER SUPPLY
& TREATMENT SYSTEM WORK?

| " ] T v TE= T
! : ! : v
: i ! :
= ' '
& : i ¥ ¥
g : v
g i
N :
> 1
i
v
Water Transmission Storoge Distribution M
co  Treatment s.
I Cunuatve Costs [l Cost of This Function

Goal: Determine the equitable distribution of
revenue to be recovered by customer class
based on the cost to serve each class

Principles of Water
Rates, Fees, and Charges

Use of Industry Standard Approaches
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I Net Revenue Requirements by Service

m Revenue Requirement = Rate Revenue

Bl FY23 Water Cost to Serve vs. Current Revenue by Class ($M)

$12M m Cost to Serve m Current Revenue

$10M
$8M
$6M
$4M
$2M

$0.003  $0.004
$OM

Residential Commercial/Industrial Irrigation Municipal/Wholesale/ Bulk Water
Schools

&l Cost of Service Summary

« Modest misalignment between water and sewer costs and revenue
generated (~ 3% of revenues)

o Recommend balancing of water and sewer cost of service and
revenues over time

o Financial plan reflects this balancing

» Customer class cost of service is closely aligned with recovery by class

o Rate structure modifications designed to fully align with the cost of
service
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Bl Pricing Goals and Objectives

Customer Affordability - Ability to provide service for basic needs at affordable prices
Rate and Revenue Stability - Limit volatility in annual revenues and rate adjustments

Cost of Service Based - Alignment between use of service and utility bill

Administrative and Customer Understanding - Ability to administrate and
customer to understand

L egal Defensibility - Comply with industry standard and legal requirements

Bl City's Current Water Rates

Charges (per 1,000 gallon)
3/4" $8.32 $11.23 Residential :
5 $9.71 $13.11 O to 6,000 gal. $4.48 $6.05
1.5 $13.15 $17.75 6,001 to 14,000 gal. $4.93 $6.65
2% $17.55 $23.69 14,001 gal. and over $5.60 $7.56
3" $27.88 $37.64 Commercial/industrial
4" $42.60 $57.51 O to 40,000 gal. $4.48 $6.05
6" $79.40 $107.19 40,001 to 200,000 gal. $4.28 $5.78
8" $123.56 $166.81 200,001 gal. and over $3.80 $5.13
Irrigation
Base Charge Per Acct 40,001 gal. and over $6.10 $8.06
All Usage Municipal/Wholesale $4.48
Bulk Water $7.56

City's Current Sewer Rates

Charges (per 1,000'gallon) City City
3/4" $8.92 $13.38 Residential / Commercial
1" $11.25 $16.88 All Usage $6.33 $9.50
43" $17.05 $25.58
$24.03 $36.05 Public Schools

$40.44 $60.66 Base Charge Per Acct
$63.89 $95.84 All Usage

$122.45 $183.68

$192.75 $289.13

Base Charge Per Acct
All Usage
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Bl Rate Structure Recommendations

Water and Sewer Base Charge
o Increase the portion of revenues collected from base charge
o Scale fixed charges consistent with industry standards

Residential / Irrigation VWater Rates

o Modify the tier quantities and differences in pricing between tiers
= Creation of a “life-line” tier — increased customer bill control / affordability
= Enhance conservation incentive — aligns with cost of service

Commercial / Industrial Water Rates
o Move to a uniform rate in FY 2024

B Water Base Charges

Recommended FY 24 Water Base Charges FY 28 Base Charges

Inside City Outside City

- Inside City. Inside City. 3 = e 5
Meter Size Account Charge RTS Charge Total Base Total Base Inside City Outside City
Charge Charge

$3.23 $9.96 $12.95 $8.32 $11.23
$5.39 $12.12 $15.75 $9.71 $13.11
$10.77 $17.50 $22.76 $13.15 $17.75
$17.24 $23.97 $31.16 $17.55 $23.60
$37.71 - $44.44 $57.77
$64.65 $71.38 $92.79

$27.88 $37.64
$42.60 $57.51
$145.46 $152.19 . $197.84

$79.40 $107.19

$172.39 $179.12 $232.86 $123.56 $166.81

Recommended base charges along with recommend volumetric rates would generate a 11% increase in
water revenues

B Water Volumetric Rates: Life-line Tier

Addition of an initial quantity of water for basic indoor water needs at
a lower rate

[ oy
x 3,000

. gallons

Life-line Tier = 3,000 gallons
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Bl Residential Water Usage Tiers

Current Monthly Water Tiers

Tier 1 Tier 2

0 - 6,000 6,000 - 14,000 14,000 gallons and Above
gallons gallons

Recommended Monthly Water Tiers

Tier 1 Tier 2 Tier 3 Tier 4

0 -3,000 3,000 - 6,000 6,000 - 9,000 9,000 gallons and Above
gallons gallons gallons

B Water Volumetric Rates

ommended FY 24 Water Volumetric Ral

Water Volumetric Rates X s = : s ;
(per 1,000 gallon) Rate Differential Inside City. Outside City

Residential
0 to 3,000 gal. 0.75 ' $3.76 $4.89 e
3,001 to 6.00?) gal. 1.00 $5.01 $6.51 ﬁddlt}on of
ife-line Tier /
6,001 to 9,000 gal. 1.25 $6.26 $8.14 Enhanced
9,001 gal. and over 1.50 $7.52 $9.77 Conservation
Commercial/lndustrial
0 to 50,000 gal. 1.00 $5.01 $6.51
50,001 to 100,000 gal. 1.00 $5.01 $6.51
100,001 gal. and over 1.00 $5.01 $6.51
Irrigation
0 to 40,000 gal. 2.00 $10.02 $13.03 } Enhanced
40,001 gal. and over 2.10 $10.52 $13.68 Conservation
Municipal/Wholesale/Public Schools
Bulk Water

Transition to
Uniform Rates

B Sewer Base Charges

Recomme J FY 24 Sewer Base Charges FY 23 Base Charges

Inside Inside Inside City Outside City h 2 A 5
AecountCharae T Total Base Total Base Inside City Outside City
el g 9 Charge Charge

$7.60 $3.56 $11.16 $16.74 $8.92 $13.38
$7.60 $5.93 - $13.53 $20.30 $11.25 $16.88
$7.60 $11.87 $19.47 $29.20 $17.05 $25.58
$7.60 $18.99 $26.59 $39.88 $24.03 $36.05
$7.60 $41.54 $49.14 $73.71
$7.60 $71.21 $78.81 $118.22

$40.44 $60.66
$63.89 $95.84
$7.60 $160.23 $167.83 $251.74 $122.45 $183.68

$7.60 $189.90 $197.50 '+ $296.25 $192.75 $289.13

Recommended base charges along with recommend volumetric rates would generate a 12% increase in
sewer revenues
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Sewer Voiu

Imi

FY 23 Sewer Rates

Sewer Volumetric Rates
(per 1,000 gallon)

Residential / Commercial
All Usage
Wholesale / Municipal

Outside
City

Sewer Volumetric Rates
(per 1,000 gallon)

Residential / Commercial
All Usage
Wholesale / Municipal

All Usage All Usage

Public Schools Public Schools

Base Charge Per Acct
All Usage

Base Charge Per Acct
All Usage

Municipal Municipal

Base Charge Per Acct Base Charge Per Acct

All Usage All Usage

B Average Monthly Household Spending

1 6 o

$150 $105 Water: $22 Water: $21 Water: $27

e Sewer: $28 Sewer: $32 Sewer: $33
on electricity Total: $50 Total: $53 Total: $60

Hendersonville Hendersonville NC Average
(Inside City Current) (Inside City Proposed FY24)

on cell phone
service

- US Energy Information Administration, 2022 Electricity Reports

- US Bureau of Labor Statistics, Consumer Expenditure Survey, August 2022

- Current inside city residential rates for 3,000 gallons per month

- Outside City current and proposed residential bills for 3,000 gallons per month at $71 and $75, respectively

Bl Change in Monthly Residential Water Bills ($)

300,000

250,000

-
0]
S
[=]
8

Total Annual Bill Count

Change in Water Bills ($)
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25,000

Total Annual Bill Count

=
=
=
o
(&)
o
©
=S
=
=
<<
©
o
=

Change in Water Bills ($)

& Sample Residential Monthly Bills (3/4") - Inside =

Water Blll (Inside) Sewer Bill (Inside) Total Bill (Inside)

Meter Size Usage (gal) | Current Bill Proposed Bill $ Change % Change |Current Bill Proposed Bill $ Change % Change |Current Bill Proposed Bill $ Change % Change
3/4 1,000 $ 1280 S 1372 § 0.92 7.2% $ 1525 § 18.04 § 279 18.3% $ 28.05 $ 3176 § 37 13.2%
34 2,000 $ 17.28 $ 1748 $ 0.20 1.2% $ 2158 § 2492 S 3.34 15.5% $ 38.86 $ 4240 S 3.54 9.1%
3/4 3,000 $ 21.76 $ 2124 $ (0.52) -24% $ 2791 $ 31.80 $ 3.89 13.9% $ 4967 S 5304 $ 337 6.8%
3/4 4,000 $ 2624 S 2625 $ 0.01 0.0% $ 3424 § 3868 S 4.44 13.0% $ 6048 $ 6493 § 4.45 7.4%
34 5,000 $ 3072 $ 3126 $ 0.54 1.8% $ 40.57 S 4556 $ 4.99 12.3% $ 7129 $ 7682 $ 553 7.8%
34 6,000 $ 3520 s 3627 $ 1.07 3.0% $ 4690 S 5244 § 5.54 11.8% $ 8210 $ 8871 § 6.61 8.1%
34 7,000 $ 4013 § 4253 $ 2.40 6.0% $ 5323 § 5932 § 6.09 11.4% $ 93.36 S 101.86 $ 8.50 9.1%
34 8,000 $ 45.06 S 4880 $ 3.74 8.3% S 59.56 $ 66.20 $ 6.64 11.2% $ 10462 $ 11500 $ 10.38 9.9%
3/4 9,000 $ 4999 $ 55.06 $ 5.07 10.1% $ 6589 S 7309 § 7.20 10.9% $ 11588 $ 128.15 § 12.27 10.6%
3/4 10,000 $ 5492 $ 6258 $ 7.66 13.9% $ 7222 S 7997 S 7.75 10.7% $ 12714 s 14254 $ 15.40 12.1%
3/4 11,000 $ 59.85 § 7009 $ 10.24 17.1% $ 78.55 $ 86.85 $ 8.30 10.6% $ 13840 S 156.94 $ 18.54 13.4%
3/4 12,000 $ 64.78 S 7761 $ 12.83 19.8% $ 84.88 $ 9373 § 8.85 10.4% $ 14966 $ 17134 8 21.68 14.5%
3/4 13,000 $ 69.71 $ 8513 $ 15.42 221% $ 91.21 § 10061 $ 9.40 10.3% $ 16092 S 18573 $ 2481 15.4%
3/4 14,000 $ 7464 S 9264 $ 18.00 241% $ 97.54 §° 10749 $ 9.95 10.2% $ 172118 § 200.13 $ 27.95 16.2%
34 15,000 $ 8024 s 100.16 $ 19.92 24.8% $ 10387 S 11437 § 10.50 10.1% S 18411 § 21453 s 30.42 16.5%
34 16,000 $ 85.84 S 10767 $ 21.83 25.4% $ 11020 $ 12125 § 11.05 10.0% $ 196.04 S 22892 $ 32.88 16.8%
3/4 17,000 $ 9144 $ 11519 $ 2375 26.0% $ 11653 s 12813 § 11.60 10.0% $ 20797 S 24332 35.35 17.0%
3/4 18,000 $ 97.04 S 12271 $ 2567 26.5% $ 12286 S 13501 § 12.15 9.9% $ 21990 $ 25772 $ 37.82 17.2%
3/4 19,000 $ 10264 S 13022 $ 27.58 26.9% $ 12919 § 14189 $ 12.70 9.8% $ 23183 $ 27212 $ 40.29 17.4%
34 20,000 $ 10824 s 137.74 $  29.50 27.3% $ 13552 s 148.77 S 13.25 9.8% $ 24376 § 286.51 $ 42.75 17.5%
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Sample Reside‘m‘icl Monthly Bills (3/4") — Outside “

Water BIll (Outside) Sewer Bill (Outside) Total Bill (Qutside)

Meter Size Usage (gal) [ Current Bill Proposed Bill $ Change % Change |Current Bill Proposed Bill $ Change % Change |Current Bill Proposed Bill S Change % Change
34 1,000 $ 17.28 S 1784 $ 0.56 3.2% $ 2288 $ 27.06 $ 4.18 18.3% $ 40.16 S 4490 $ 4.74 11.8%
3/4 2,000 $ 2333 § 2272 § (0.61) -2.6% $ 3237 § 3738 S 5.01 15.5% $ 5570 S 60.10 S 4.40 7.9%
34 3,000 $ 2938 S 2761 $ (1.77) -6.0% S 4187 $ 47.70 S 5.84 13.9% $ 7124 S 7531 S 4.07 57%
34 4,000 $ 3542 $ 3412 $ (1.30) -3.7% $ 51.36 $ 58.02 $ 6.66 13.0% $ 86.78 $ 9214 S 5.36 6.2%
3/4 5,000 S 4147 $ 4064 S (0.84) -2.0% S 60.86 S 6834 S 7.49 12.3% $ 10233 S 10898 $ 6.65 6.5%
34 6,000 S 47.52 S 4715 S (0.37) -0.8% S 7035 S 7866 S 8.31 11.8% $ 117.87 S 12582 S 7.95 6.7%
34 7.000 $ 5418 S 5529 $ 1.12 2.1% S 7985 S 88.99 S 9.14 11.4% $ 134.02 s 14428 $ 10.26 7.7%
34 8,000 $ 60.83 $ 6344 $ 2.60 4.3% $ 89.34 § 9931 $ 9.97 11.2% $ 15017 S 16274 $ 12.57 8.4%
3/4 9,000 $ 6749 § 7158 § 4.09 6.1% S 98.84 S 10963 § 10.79 10.9% $ 16632 S 181.21 8 14.88 8.9%
34 10,000 S 7414 S 8135 $ 7.21 9.7% $ 10833 S 11995 S 11.62 10.7% $ 18247 S 201.30 S 18.83 10.3%
3/4 11,000 S 80.80 $ 9112 8 10.32 12.8% $ 11783 S 13027 S 12.44 10.6% $ 19862 S 22139 § 2277 11.5%
34 12,000 $ 87.45 S 10089 $ 13.44 15.4% $ 12732 s 140.59 § 13.27 10.4% $ 21477 s 24148 $ 26.71 12.4%
34 13,000 S 9411 8 11066 S 16.56 17.6% $ 13682 S 15091 S 14.10 10.3% $ 23092 s 261.58 $ 30.65 13.3%
34 14,000 $ 10076 $ 12043 $ 19.67 19.5% $ 14631 S 161.23 S 14.92 10.2% $ 24707 S 28167 $ 34.59 14.0%
3/4 15,000 S 10832 § 13021 § 21.88 20.2% S 15581 § 17155 § 15.75 10.1% $ 26413 S 301.76 $ 37.63 14.2%
34 16,000 S 11588 $ 139.98 $ 24.09 20.8% $ 16530 S 18188 S 16.58 10.0% $ 281.18 § 321.85 S 40.67 14.5%
3/4 17,000 $ 12344 $ 14975 $  26.30 21.3% $ 17480 $ 19220 $ 17.40 10.0% $ 29824 S 341.94 $ 43.71 14.7%
3/4 18,000 $ 131.00 $ 15952 § 28.52 21.8% $ 18429 S 20252 S 18.23 9.9% $ 31529 s 362.04 S 46.74 14.8%
34 19,000 $ 13856 S 16929 § 30.73 22.2% $ 19379 S 21284 S 19.05 9.8% $ 33235 S 382.13 $ 49.78 15.0%
34 20,000 $ 14612 $ 179.06  $ 32.94 22.5% $ 20328 § 223.16 S 19.88 9.8% $ 34940 s 402.22 $ 52.82 15.1%

Residential Bill Comparisons (3/4" Meter, 3 Xelel))

$ 90 - T
$ 80 miastewater, i Walergiesei o= Average Susaue
$70
$ 60
$ 50
$ 40
$ 30
$ 20
$ 10

Commerciol/lndus’rriol Bill Comparisons (115" Meter, 60 kgal) «

$411400 8= e S = e e e
—Average
$ 1,200

$ 1,000
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Bl System Development Fees

Fees charged for new connections joining the water and wastewater system
and connections requiring additional system capacity

Intended to recover the cost of constructing water and wastewater capacity,
“growth pays for growth”

Fees are applied based on units of service
(representing potential demand on utility system / large user vs. small user)

Fees are legislated in North Carolina

o Public Water and Sewer System Development Fee Act (NC General Statutes - Chapter
162A Article 8) approved July 2017

System Development Fee Considerations

SDFs allow community to recover at least a portion of cost of constructing
system infrastructure

Lack of SDFs places full cost of infrastructure on user rates

SDFs have potential impact on development but are very common in North
Carolina

Requirements and limitations on the use of SDFs given legislation
o Separate tracking of revenues from SDFs
o Limitations on use of proceeds depending on approach

B Approach / Methodologies

Methodology Description Appropriate For

Fees are based on cost of constructing System with ample existing capacity to

exaloetiod existing utility system sell

Incremental Cost Fees are based on planned growth- System with limited or no existing
Method related capital improvements capacity to sell

Fees are based on cost of existing System with existing capacity to sell and
Combined Method system and planned capital with planning growth-related capital
improvements projects

Recommend the use of the combined-in method for water and sewer SDFs for City
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Combihed Me‘rhod SDF Calculation

Value of System - Credit

System Development Fee = 7
System Capacity

1) Value of Utility System
- Depreciated value of current assets in place, escalated to current replacement cost
- Plus: The value of future planned capital projects that will add capacity to the system (70-
Year Capital Plan)
2) Credits
- Outstanding principal on existing utility debt

- NPV of principal on future debt over planning period (must equal at least 25% of
expansion capital projects, if not additional credit required
- Donated/contributed and non-core system assets

3) System Capacity

- Total capacity in the utility system measured in units of service (Equivalent Residential
Units or ERUs) with the existing system and expansion of the system

Bl Water SDF Calculation

Source /
Treatment

Replacement Value of Existing Depreciated Assets
Expansion Capital Projects

$34,607,998
63,485,535

Tran
Dis

$51,705,500
45,005,000

smission /

$86,313,497
108,490,535

Total Value

Less Credits

Outstanding Debt Principal
Donated and Non-Core Assets

Revenue Credit (NPV of future debt principal over period)

$98,093,533

($7,240,635)
(1,219,302)
(26,613,455)

$96,710,500 $

194,804,032

($10,817,749) ($18,058,384)
(8,960,275) (10,179,577)
(18,866,322) (45,479,777)

Net System Value

System Capacity - Million Gallons per Day*
Level of Service per ERU (gallons per day)
Equivalent Residential Units (ERU)

Water System Development Fee Pe U $971

*Includes 6 MGD WTP plant expansion

B Sewer SDF Ccﬂculo’rion

Replacement Value of Existing Depreciated Assets

Expansion Capital Projects

$63,020,141

18.0
277
64,935

$28,145,176
57,750,769

$58,066,154 $

18.0
277
64,935

121,086,295

Conveyance /

$35,802,595
16,212,000

$63,947,771
73,962,769

Total Value

Less Credits

Outstanding Debt Principal

Donated and Non-Core Assets

Revenue Credit (NPV of future debt principal over period)

$85,895,945

($6,446,996)
(63,282)
(24,209,412) |

$52,014,595

($8,201,021)
(2.629,945)
(6,796,152)

$137,910,540

($14,648,017
(2,693,227)
(31,005,564)

Net System Value

System Capacity - Million Gallons per Day*
Level of Service per ERU (gallons per day)
Equivalent Residential Units (ERU)

Wastewater System Development Fee Per ERU

*Includes 3 MGD WWTP plant expansion

$55,176,255

7.8
277
28,139

$34,387,477

7.8
277
28,139

$89,563,732

T | smm| e
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» SDFs must be applied based on Equivalent Residential
units of service (represents Units (ERU)

potential demand) : 1.00

SDFs are often scaled by meter 1:097
size based on hydraulic 3.33
capacity of meter 5.33

11.67
Recommend the use of 21.00
American Water Works Aaias
Association (AWWA) meter -
equivalents 23153

Calculated Current No. of Calculated Current No. of

Water SDF Water Meters Wastewater SDF P aatepater CombinediSDE
Customers
3/4” $1,865 29,564 $3,183 -9,767 $5,048
1" $3,108 622 $5,305 297 $8,413
115" $6,217 317 $10,610 177 $16,827
2" $9,947 142 $1 6,976 79 $26,923
3% $21,758 E 24 $37,135 12 $58,893
4" $39,165 1) $66,843 4 $106,008
6" $80,817 11 $137,930 2 $218,747
8" $174,067 (0] $297,080 (o $471,147

Benchmarking - Water SDFs

Water System Development Fees (3/4" Meter - Residential)

Salisbury-Rowan Utilities

Two Rivers Utilities (City of Gastonia)
Cape Fear Public Utility Authority
City of Asheville

Raleigh Water

City of Hendersonville

OWASA

City of Concord

Charlotte Water

Winston-Salem/Forsyth County Utilities

City of Burlington

City of Hickory
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Benchmarking - Sewer SDFs

Sewer System Development Fees (3/4" Meter - Residential)

Raleigh Water

Charlotte Water

City of Hendersonville

MSD of Buncombe County

OWASA

Winston-Salem/Forsyth County Utilities
Cape Fear Public Utility Authority
Salisbury-Rowan Utilities

City of Burlington

Two Rivers Utilities (City of Gastonia)
City of Concord

City of Hickory

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033  FY 2027 FY 2033 °
Water Rate Plan [lIEEEZS 11.00% 11.00% 11.00% 11.00% 11.00% 11.00% 11.00% 3.00% 3.00% 3.00%
Wastewater Rate Plan o o L % 57.3% 134.4%
Debt Sernvice Coverage TestA 1.44 1.31 1.29 1.20 1.08 112 111
Debt Service Coverage TestB 1.21 118 1.18 111 1.01 1.06 1.05
Total Single Family Bill IS 59 57771 $86.76 $G587  $108.13  $120.81
Operafing Fund - 60 60: Revenues vs. Expenses 40: Expenses by Type
== Cufrent Plan ——Target — — 0&m Cashin Cash Out =08 =DEBT(SEN + SRF) =TO CiP =CO

S15.04
stoom
$5 014
$0.0M

o -
| Enhanced cash balances = e

s20.0M

Modeled growth (~0.88%) would
generate ~$750k annually in
SDF revenue

snnnnil

22 23 24 25 26 27 28 29 30 AN 32 25 27

24

23 26

CIP Spending CIP Funding Borrowing - Senior Debt
= Operating Cash - 60 = Captal Fund Resewe - 460
= Current Plan = Senior Debt = Grant Proceeds DXEGN AT

R 50 osy ™ SRF Loans $30.0M
stoom — _— s7oom ——— - — = ST0.0M
$80.0M e ss00M ———— =50 $60.0M —
$50.0M $50 0M Ja0 o
S$40.0M s400M — —] —_ _— s40.0m
$30.0M s s300M e $30.0M
$20.0M I s200M ——— 3 - $20.0M
(11 o B e N

sWl- - - oor H - i - -

23 24 25 26 27 28 20 30 31 32 R 23 24 27 28 2930 31321433 25 26 27 28 29 30 31 32 33

' Rate Study Recommendations

3.

Revenue increases from rates are required in FY 24 to meet debt
coverage and cash balances
o Recommended adjustments: Water 11%, Sewer 12%

Recommended water and sewer rate structure changes

Increase base charges and align scaling with industry standards

o

o Modify residential water volumetrlc rates to include life-line tier and enhanced
conservation

o Adopt uniform commercial/industrial water volumetric rates

o Enhanced conservation for irrigation rates

Consider the adoption of system development fees
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B. New Fats, Oils and Grease (FOG), Management Policy — Lee Smith, Utilities Director & Kasey
Lyons, Environmental Compliance Technician

Lee Smith explained the purpose of this new Fats, Oils, and Grease (FOG) Management Policy is to
ensure no food service establishment (FSE) is discharging FOG into the City’s sanitary sewer system.
The specific requirements that FSEs must follow are detailed in this policy, including the frequency for
cleaning of grease removal devices. The new proposed maintenance requirements outline specific steps
FSEs must take to properly clean and maintain their grease removal device. This policy also covers the
requirement that FSEs document the cleanings and retain the records for review during inspections.
Inspections will be annual, or more often if needed. The Best Management Practices (BMPs) section
provides detailed instructions for employees working in a kitchen on ways to avoid FOG from going
down the drain. This section also provides more details of the construction and plumbing requirements
related to grease removal devices. This includes a more specific requirement to have automatic
dishwashers bypass any grease removal devices, as this has been leading to more frequent sanitary sewer
overflows. Additionally, this section establishes requirements for mobile food units, which have
previously gone unaddressed. The requirements for new FOG sources outlines the information the city
needs from any new FSE as related to their grease removal device including information the FSE needs
to ensure their grease removal device meets the City’s requirements. This section also removes the
ability of any FSE to be “grandfathered in” and ensures all FSE compliance.

What is FOG?

FATS, OILS AND GREASE THAT
HAVE POTENTIAL TO BE
DISCHARGED INTO THE

SANITARY SEWER.
Without proper management, FOG will

negatively interfere with the components of
the sewer collection system, impairs
wastewater treatment and contributes to
sanitary sewer overflows (SSOs).

what is FOG+ 2023 03

o4

Why do we need a
policy?

It has become evident that FOG
management inside of Hendersonville's
sewer collection system needs some
standardization and well-defined
requirements.

Why do we need a policy = 2023
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To whom does the
policy apply to?

05

FOOD SERVICE ESTABLISHMENTS (FSE)
Any food service facility discharging kitchen or
food preparation wastewater - examples include
restaurants, hotels, schools, grocery stores, nursing
homes.

MOBILE FOOD UNITS (MFU)

Any self-contained mobile kitchen that is
equipped to prepare and/or sell consumable food
or drink items; a food establishment designed to
be readily moved and vend food.

Whom does it apply = 2023

W hat does the new policy include?

RN e o P Ty e

SPECIFIC AND REQUIREMENTS DETAILS ABOUT
CLEAR REGARDING CITY
DEFINITIONS - GREASE INSPECTIONS -

Examples include FSE, REMOVAL What to expect from City
MEU, grease interceptors, DEVICES - inspections, frequency,

grease fraps. and requirements.

Frequency of cleaning,

records/documentation.

Specific Highlights % Best _
AHEAD
BEST MANAGEMENT PRACTICES - N I

A detailed BMP section has been included
to assist FSE and MFU in FOG management.

CONSTRUCTION AND PLUMBING
REQUIREMENTS -

Clear requirements have been outlined for
new and existing construction.

GRANDFATHER CLAUSE REMOVED

The poliéy includes no "grandfathering out"
and requires that all FSE and MFU be
subject to the policy.
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GRACE ERWIN
ENVIRONMENTAL COMPLIANCE

COORDINATOR
Q U E S T I O N S ’ (828) 697-3057

eerwinehvinc.gov

Contact Info » 2023

COMENTS,

KASEY LYONS

@R ~Ei® N CER N S ? ENVIRONMENTAL COMPLIANCE

TECHNICIAN
(828) 785-9952
klyonsehvinc.gov

Contact Information

FEEL FREE TO REACH US ANYTIME.

C. Tap Water Branding — Adam Steurer, Utilities Engineer

Adam Steurer said The City of Hendersonville must instill the value of water and improve consumer
confidence in its product: high-quality tap water. Recent high-profile water system failures across the
nation (Ex. Jackson, Mississippi and Flint, Michigan) have negative impacts on confidence in tap water
and local governments everywhere. Consumers who have lost confidence in their tap water through
these system failures and/or have perceived health risks from drinking tap water are forced to seek an
alternative — bottled water, which on a per unit basis is orders of magnitude more expensive compared to
tap water and not environmentally friendly. Hendersonville tap water is of the highest quality but does
not have a “brand”. Building a “brand” for its tap water and providing additional educational outreach
through the “brand” will allow the Utility to improve consumer confidence, build trust in local
government, instill the value of water, reduce the use of wasteful plastic bottled water, and improve
affordability. A focus group comprised of multidisciplinary Utility staff have selected a brand name and
associated imagery for City of Hendersonville tap water.

Tap Water Consumer Confidence Decline

PFAS/Emerging Contaminants

Lead Service Lines

Wrong with

What We Drink

Water System Failures (Flint Ml, Jackson MS) = ' — TROUBLED

WATER

Misinformation
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Survey Says: Water from the faucet is...

———\/ery safe w——=Somewhat safe —Somewhat unsafe ———=\/ery unsafe ~-=Don't know/No opinion
60%
50%
42%
o
40% >_\39 % 37%
39%
35% 35%
30%
20%
12% 13%
10% 8% 8% 8%
705 mm— —— - - — - P — — - —
6% %
0% 4%
June 2020 June 2021 June 2022

Ref: AWWA. Polling Presentation. Morning Consult.

The Alternative..

-Primo: $1.40/gallon (Filling station, Ingles)
-Aquafina: $1.89/gallon (32-pack, Wal-Mart)
-FlJI: $10.52/gallon (24-pack, Wal-Mart)

Hendersonville Tap Water: < $0.01/gallon -, ”“'

= AOLJAFINA m
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Why “Brand” Our Water?

-Build Trust / Consumer Confidence

-Understanding the Valu‘e of Water

-Affordability (low-income and minority customers)

-Rate Increases

-Reduce Waste (plastic bottles)

Branding Focus Group

anch Brbad Hustler

Western Carolina Democrat
lmERSONVILLIL N. C. THURSDAY JAhUAIﬂ L'l Bls

&

100 PER YEAR, IN ADVAN

VOLXX111, NO )

PISEAH MOUNTAIN WATER [§ s i c[u'B NEEDS NEW METHODS
PROPOSED FOR THIS CITY .- g - HUST BEGIN ON BUSINESS
) -.....ﬁlﬁ“..!l“i]m Bf;in ISSUE SIS 1 ATTA sum:tss

x strmy I‘z'nnnml iy T iy 'l" FEENAS AT, S1CE HTART

v ha waik e

s oY ST o
C1 s ron sTaTE M

JShe erm‘iersonm“e ﬁews “

UBLISHED TUESDAY AND FRIDAY

VOLUME XXIX NENDERSONVILLE, ¥. O, YRIDAY, APRIL a1, 1622 muME
COMMISSION SELECTS PISGAH AS Tribute From Our Gobs aly’s Unknown Soldier M. ALLARD CASE
SOURCE FOR CITY’S WATER SUPPLY = . X AD
Work to Begin as Soon dories AU

Blueprints; Estimated Pulgll\ PNy AT 3 3
N ilons Dmly !

FOR BEG]NNING X
WORK ON BANK

e N
s Rl rod

.. “finest, purest water east of the Rockies”
-HN 4/21/1922
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venty Leading Citizens Pledge their Service to Greater Hendersonville Campaign this 1 eek

dﬁe Iendersonyille 1lews

UEI.ISHED MDNDAY W‘EDNﬂDA\' AND FRI.DAY mNOO

XiX—Ne. 66___ Hendersonville, N. C., Monday, Augast 14, 1922 . Bt o et Sc Per Copy “ 3

SN e 6 B e 5 T .. “water source unusually fine... natural
LEADERS FROM ALL PARTS OF  |END OF RAIL STRIKE

nsoumm??ﬁmcl&% NOTYETINSIGHT, Clty s New Water System clearness and purity... delightful to the

Thoreizn Whating M_—Fmonlmcﬂ e s o wvoa 54 Will Greaﬂy Reduce Cost palate”...

1Ol om

o Are e Proaram s Sl Of Local Fire Insurance -HN 8/14/1922
¥ BONCLARKEN'S FIRST| WATER mocxm au.s FOR MORE
CONFERENCE CLOSES| ™" INDUSTRIES, COMPREHENSIVE SEWER
svmu. mn A BETTER CITY PLAN
&%&‘h'wtfmmwvnwm .. “pure, crystal, sparking... water
= : ; unsurpassed purity anywhere in America”...

-HN 7/19/1923

E T NPy
GlAMBEK OI" oonnma LAUNCHES Pyt
THREE-YEAR WORKING PROGRAM | -

.. “Magnificent Water Supply... greatest
project the City has ever done”...
-HN 7/26/1923

M@UNTAINS ON TAP

How will we use the brand?

-Water bottles (give-aways for events/treatment facility tours)

-Educational materials

-Decals at reusable bottle filling stations (schools, public buildings)

-Social media posts/campaigns
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MOUNTAINS ON TAP

MEUNTAINS ON TAP

- M@UNTAINS ON TAP
chally Sourced= Quality Assured

6. ADJOURNMENT

There being no further business, the meeting was adjourned at 7:29 p.m.

l\g"bel & Chairman

Jerry/A. mllh]U]D City Counml

ATTEST:

A N ndy

Jill f&[unay, City Clerk
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