


The purpose of this presentation is to provide a comprehensive depiction of the necessity to raise the water rate in North Castle
Water District No.2.
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The water district originally started out as a private farm-estate back in the 1920s.
During the 1940s it was sold to developers who began selling lots and building
custom homes. Drinking water was supplied to these early homeowners from wells
powered by windmills through what was then a very small distribution system.
Hence, the community was named Windmill Farm. Over time, the wells in the
windmills were converted to an electrically powered hydro pneumatic system. As
the community reached full development during the 1950s and early 1960s the
distribution system was modified, storage was added, and new wells were installed.
At that point, the windmills became strictly ornamental.

The district was formed by the town in 1976 with input from the residents. The
district is known today as North Castle Water District No.2.

When the district was created the residents established the method of payment for
any capital improvements by choosing to pay per lot as opposed to an assessment
based calculation. Capital costs, include the paying back of the bond for the initial
district pulichase and any future capltal improvements to the infrastructure, i.e. new
water tan

Residents proposed that any outside district users would pay double the inside
water rate because the properties are not subject to capital improvement costs and
are not geographically located within the district boundaries.
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Current Rate
=$4.75/1000 gallons

Minimum charge= $40.00 up to 11,000 gals

Proposed Rate
=$7.50/1000 gallons
Minimum charge= $40.00 up to 5,300 gals
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What are the costs associated with your water service?

The annual capital payment covers your share of any capital debt for
Infrastructure improvements, etc. i.e. new storage tank & well. Costs are
calculated based upon an amount which includes principle & interest
divided by the number of lots in the district (379).

Four quarterly water billings are your actual metered water usage.
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Actual 2010 billing data

CAPITAL PAYMENT =$803.70 ($304,605 - 379 = $803.70)

AVERAGE ANNUAL WATER USAGE = 106,840 gallons (based upon actual 2009 consumption data)
( 65% or 238 of the 368 accounts are below the average)

@ $4.75 /1000 gals (current rate) ---Average Annual cost ==$528.10

TOTAL ANNUAL COST === Capital Payment + Water usage === $1,331.80

The concern with the above scenario is two fold:
1. The annual capital debt of $171,162 was inflated to $304,605, this amount was collected to adjust for the
shortfall in water sale revenue necessary to balance the budget.

2. The current water rate of $4.75/1000 gals, (based upon annual average water sales of approximately 40
million gallons) does not generate enough revenue to balance the O & M budget.
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TOTAL ANNUAL MEAN AVERAGE WATER COSTS

Average annual gallons =106,840 ( 65% or 238 of the 368 accounts are below the average)

CURRENT

PROPOSED

« ANNUAL CAPITAL PAYMENT
=$803.70

« AVERAGE ANNUAL WATER
COST $4.75/1000 GAL

=$528.10

+ TOTAL ANNUAL COST
=$1,331.80

ANNUAL CAPITAL PAYMENT
=$451.61

AVERAGE ANNUAL WATER
COST $7.50/1000 GAL

=$828.00

TOTAL ANNUAL COST
=$1,279.61

AS PROPOSED THE MEAN AVERAGE ANNUAL COST WILL BE
O $52.19LESS O
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TOTAL ANNUAL MEDIAN AVERAGE WATER COSTS

Median average annual gallons =78,500 ( 50% or 182 of the 368 accounts are below the median)

CURRENT

PROPOSED

« ANNUAL CAPITAL PAYMENT
=$803.70

« AVERAGE ANNUAL WATER
COST $4.75/1000 GAL

=$372.88

+ TOTAL ANNUAL COST
=$1,176.58

ANNUAL CAPITAL PAYMENT
=$451.61

AVERAGE ANNUAL WATER
COST $7.50/1000 GAL

=$577.50

TOTAL ANNUAL COST
=$1,029.11

AS PROPOSED THE MEDIAN AVERAGE ANNUAL COST WILL BE
O $147.47LESS O
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Water District No. 2

O&M Budget vs. Water Sales, Fund Balance & Manpower %
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Water 2 2005 2006 2007 2008 2009 2010 2011
Water Revenues $171,060 $160,430 $188,191 $262,302 $225,693 | $257,500 * $334,000
F“”duiaé'gnce $210,769 |  $214,232 $215,000 $201,900 $100,000 $50,000
O&M Budget $398,662 $402,963 $441,794 $450,431 $467,158 $467,409 $372,470

* With two remaining quarters at proposed rate

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
W2 3.62/1000gal 3.45/1000gal 4.75/1000gal
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Projected Water District No.2 --2011 ~ O&M Budget Breakdown
$372,470 (14.8% of manpower)
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By correcting the capital debt payment schedule and
Increasing the water rate, actual statistics show that the
majority of the homeowners will pay LESS annually.

The costs which have been illustrated for the 2011 budget are
expected to go down during the budget year.

Based upon average annual water sales every .25¢ of water
rate will generate $10,000 in annual revenue.

Budgeted costs for professional services will decrease upon
completion of the new well project which will integrate the new
supply into the system. This will result in a more efficient
operation and further savings in utility costs.

It is our intension to lower the rate once things catch up.
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QUESTIONS & COMMENTS




The Sewer & Water workforce structure is unique for several reasons:

D The current workforce of 9 covers all of the 10 special districts including the operation of a wastewater
treatment plant 24 / 7 / 365.

D Specific operations and responsibilities are necessary in order to comply with Federal, State and County
regulatory requirements.

D All maintenance staff are required to pass a civil service exam for their respective title, in addition to
acquiring an State operator license for both water and wastewater treatment. Licenses require renewal
every three to five years by accumulation of continuing education credits. These requirements are specific
to water and sewer employees unlike employees in the Highway and Recreation departments.

D Workforce require skill in, mechanical, electrical controls, plumbing/piping, laboratory sampling, chemistry
and laboratory techniques, mathematics, basic hydraulics, public relations, as all functions are relative to
public health and safety.

Perhaps the most unique feature of the workforce is how it is
managed and funded by the 10 special districts.

Allocation of costs is a direct relation to the hours worked within the individual districts. This
procedure is based upon a study performed in 1991 by a certified public accounting firm,
Montalto and Company, a direct quote from the report summary is as follows:

“Based upon our analytical procedures, the use of the direct labor hours method of cost
allocation, to reflect the services rendered, as a basis of establishing the 1991 budget, would
have resulted in a more equitable distribution of costs.”
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The Montalto procedure is in effect today:

A quick example of how this works is as follows--- Each employee completes a summary sheet of daily duties
performed and hours worked in any of the various districts. These sheets are tabulated on an ongoing basis by logging
the data into a spreadsheet. The result is percentages of time worked within the districts. The data is used for the

following year budget appropriations.

This system has several advantages, allowing for a very fair and equitable practice of budgeting salaries and benefits to
each special district. Additionally, other budgeted items are also based upon the same percentages, such as vehicle
fuel and repairs, insurance costs, new vehicles, or district shared pieces of equipment.

2010 percentages are below

2011 percentages have already been calculated
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WATER DISTRICT NO. 2

LONG TERM DEBT

DATE
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

PRINCIPLE
106,978
112,049
116,318
124,054
128,321
136,860
141,129
149,667
153,935
162,473
170,208
145,588

INTEREST
64,576
60,512
56,258
51,818~
47,050
42,0727
36,638
30,867
24,767
18,4737
11,8517

5,642

TOTAL ANNUAL PAYMENT

171,554
172,561
172,576
175,872
175,371
178,932
177,767
180,534
178,702
180,946
182,059
151,230

452.65
455.31
455.35
464.04
462.72
472.12
469.04
476.34
471.51
477.43
480.37
399.02
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GALLONS
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