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WATER & WASTEWATER UTILITY RATE STUDY
CITY OF BRECKENRIDGE, TX

NewGen .
Y& Solutions
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MANAGEMENT

NEWGEN STRATEGIES AND SOLUTIONS, LLC

Utilities operate like a business, though the product being sold is a vital
resource shared by all members of the community

Just like any business, Council is the “Board of Directors” who must be
able to address complex industry challenges including rising costs, aging
infrastructure, and customer affordability

The Board must ensure the viability of the business by ensuring revenues
match or exceed expenses and financial metrics are met
:




Item 12.

REGIONAL BILL COMPARISON UNDER STATUS QUO
RESIDENTIAL @ 5,000 GALS

Clyde N e P s113.00
Albany (Fort Griffin SUD)** s n e e $105.90
Eastland TR D s104.32
Stephens Regional SUD*** I T I  $95.98
Coleman I YA PN PN 595.27
Jacksboro INNEEEEEECEEN R A $90.40
Decatur YN PN $85.43
GeJuElfe Il  S5980 | S9937 VIRV,
Breckenridge (Current)* $41.50 $30.00 '$10.00 $81.50
Graham Y V-7 P E N $72.54
Cisco I YW NNNCFER{N $62.25
Throckmorton Y S W VS VAT $58.91
*Includes $10 Revenue Deficit Surcharge
::Lﬁ;ﬁgﬁ,ﬁfﬁgfﬁ:@%ﬁefee B Water Bill m Sewer Bill ® Revenue Deficit
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Item 12.

PROJECTED FINANCIAL SUMMARY
BASED ON CURRENT RATES AND COSTS

TOTAL EXPENSES

$60,000 in Meter »3:5
Replacement costs $3.0
budgeted only in
Y2021 °2:5
» $2.0
$200,000 in Capital | S ¢,
Expenses =
budgeted only in =510
FY 2021 $0.5
$0.0
2021 2022 2023 2024 2025
I Transfers Out 338,407 347,357 356,543 365,973 375,652
I Debt Service 466,593 464,139 462,360 464,237 460,815
I Capital Expenses 200,000 - - - -
mmm \Water Purchases 225,903 255,911 257,941 254,033 253,294
B Operations & Maintenance 1,687,950 1,685,849 1,746,727 1,811,907 1,880,824
= = «Total Revenues $3,138,597 $3,141,405 $3,144,216 $3,147,033 $3,149,853
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Item 12.

PROJECTED FUND BALANCE PERFORMANCE
BASED ON CURRENT RATES AND COSTS

$2,500,000 Target: 90 Days of Operating Expenses

$2,000,000

$1,500,000
$1,000,000
- - - -
S
2021 2022 2023 2024 2025
I Ending Fund Balance $791,937 $1,180,086 $1,500,731 $1,751,614 $1,930,882
Target Reserves $471,909 S478,790 $494,302 $509,410 $526,221
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Item 12.

PROJECTED DEBT SERVICE COVERAGE
BASED ON CURRENT RATES AND COSTS

$1,000,000 Target: 1.1X Coverage of Annual Debt Service

$800,000
$600,000 .
$400,000
$200,000
S0
2021 2022 2023 2024 2025
I Revenues Less O&M 886,337 852,288 783,005 715,119 640,083
Debt Service Requirement 513,252 510,553 508,596 510,661 506,897
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KEY ISSUES AND CONSIDERATIONS

Item 12.
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Additional Debt Service for Capital
Expenses

e Funding needed to improve the Water
Treatment Plant and rehabilitate lift
stations, manholes, and collections
lines

e ~$200K annually beginning FY 2022 per

Texas Water Development Board

(TWDB)
\

NEWGEN STRATEGIES AND SOLUTIONS, LLC

e

Increase Salaries Closer to Market
Pay

e Noncompetitive pay contributing to
high turnover in personnel

e ~§250K annual increase beginning FY
2022 to align salaries with market pay

\_ _/

Water Meters Replacement

e Outdated water meters may hinder
City’s ability to effectively collect
revenues

e ~$480K to replace 2,000 meters (~$200
each) in FY 2022; S60K budgeted for FY

\_ _/
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KEY ISSUES AND CONSIDERATIONS (CONT.)
4 Y4 N N

©)

Additional Personnel Replacement of Trucks Transfer to General Fund

e Utility is significantly understaffed and e Current vehicles are entirely e Current Transfer to the General Fund
overwhelmed depreciated and well beyond useful life includes payment for utility related

e ~$170K annually for up to four full-time e ~$180K to replace two dump trucks: debt (~$467K), resulting in small
equivalents in Water department one in FY 2023 and one in FY 2024 amount for indirect costs and more
beginning FY 2023 need from Property Tax revenues

e ~S705K total annual Transfer to General
Fund in addition to paying existing debt
service beginning FY 2023

\_ AN AN _/
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Item 12.

POTENTIAL FUNDING SCENARIOS

Status Quo Scenario 1 Scenario 3 Scenario 4 Scenario 5
Debt Service
(Ns 467K in FY21) QTWDB Debt QTWDB Debt QTWDB Debt QTWDB Debt QTWDB Debt

| v Replace Meters
(~$60K in FY21) Market Pay Market Pay Market Pay Market Pay

Transfer to GF
E (~$238Kin FY21) Replace Meters Replace Meters Replace Meters

(~$420K remainder) "= (~S420K remainder) — (~$470K remainder)
Capital Expenses g g
(~$200K in FY21)

‘) New Personnel {§ 48 New Personnel
%] I

@ Dump Trucks @ Dump Trucks

# \r Transfer to GF
( $"‘705K
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Item 12.

BILL IMPACT - RESIDENTIAL CUSTOMERS (5,000 GALLONS)
SCENARIO 1 UNDER PROJECTED RATES

$100.00 $1.50 $1.58 $1.65
TWDB Debt
g ) So.oo ------- - e G e ah G G G G> > G> G G GD G GD GD GD GD G»_G» e
$80.00
$60.00
$40.00
$20.00
$0.00
Current 2022 2023 2024 2025
i Revenue Deficit Charge $10.00 $10.00 $10.00 $10.00 $10.00
hd Wastewater $30.00 $30.00 $31.50 $33.08 S34.73
s Water $41.50 $41.50 $41.50 $41.50 $41.50
Total Bill $81.50 $81.50 $83.00 $84.58 $86.23
= ==|ncrease (S) S0.00 $1.50 $1.58 $1.65
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Item 12.

BILL IMPACT - RESIDENTIAL CUSTOMERS (5,000 GALLONS)
SCENARIO 2 UNDER PROJECTED RATES

$4.05 _$3. 92
6 S
@ Market Pay
$80.00
$60.00
$40.00
$20.00
$0.00
Current 2022 2023 2024 2025
i Revenue Deficit Charge $10.00 $10.00 $10.00 $10.00 $10.00
hesd \WWastewater $30.00 $34.05 $37.97 $40.43 S41.34
d Water $41.50 $41.50 $41.50 S41.77 $43.06
Total Bill $81.50 $85.55 $89.47 $92.20 $94.40
= ==|ncrease (S) S4.05 $3.92 $2.74 $2.20

100
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Item 12.

BILL IMPACT - RESIDENTIAL CUSTOMERS (5,000 GALLONS)
SCENARIO 3 UNDER PROJECTED RATES

QTWDB Debt

— $100.00
@ Market Pay
$80.00
@ Replace Meters
W (~$420K remainder)
- $60.00
$40.00
$20.00
S0.00
Current
i Revenue Deficit Charge $10.00
bed Wastewater $30.00
= \Water S41.50
Total Bill $81.50

= ==|ncrease (S)

NEWGEN STRATEGIES AND SOLUTIONS, LLC

2022
$10.00
$30.00
$49.65
$89.65
$8.15

2023
$10.00
$30.00
$49.65
$89.65
$0.00

2024
$10.00
$31.80
$49.65
$91.45
$1.80

2025
$10.00
$33.71
$49.65
$93.36
$1.91

101
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Item 12.

BILL IMPACT - RESIDENTIAL CUSTOMERS (5,000 GALLONS)
SCENARIO 4 UNDER PROJECTED RATES

QTWDB Debt $10.60
$2.86 $3.09

— Smmeeo.__ $264

@ Market Pay $100.00

@ Replace Meters $80.00

— ¥ (~$420K remainder)
(=) $60.00

New Personnel

-
$40.00
@ Dump Trucks

$20.00
$0.00

Current 2022 2023 2024 2025
lsd Revenue Deficit Charge $10.00 $10.00 $10.00 $10.00 $10.00
hed \Wastewater $30.00 $32.45 $35.09 $37.95 S41.04
d Water $41.50 $49.65 $49.65 $49.65 $49.65

Total Bill $81.50 $92.10 $94.74 $97.60 $100.69
= = =|ncrease (S) $10.60 S2.64 $2.86 $3.09

102
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Item 12.

BILL IMPACT - RESIDENTIAL CUSTOMERS (5,000 GALLONS)
SCENARIO 5 UNDER PROJECTED RATES

QTWDB Debt e $11 12

e s $2.91 it

$12000 . T e e e e eaaaaTemr
Market Pay
$100.00
Replace Meters
CMY (~$170K remainder)

New Personnel $60.00

$80.00

@OT T

Dump Trucks $40.00
Transfer to GF $20.00
($~705K)
S0.00 ——— S e e
Current 2022 2023 2024 2025
sl Revenue Deficit Charge $10.00 $10.00 $10.00 $10.00 $10.00
hed \Wastewater $30.00 $37.50 S45.00 $46.80 S48.67
= \Water S41.50 $49.65 $53.27 S$54.38 S54.89
Total Bill $81.50 $97.15 $108.27 S$111.18 $113.56
= ==|ncrease (S) $15.65 S11.12 S2.91 $2.38
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BILL IMPACT - RESIDENTIAL CUSTOMERS (5,000 GALLONS)
SCENARIO COMPARISON — PROJECTED FY 2022

$97.15

$89.65

$85.55

$81.50 $81.50

Current Rates Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 5

NEWGEN STRATEGIES AND SOLUTIONS, LLC



REGIONAL BILL COMPARISON
RESIDENTIAL MINIMUM CHARGE

Item 12.

Eastland 43.44 44.08
Breckenridge (Scenario 5)* 29.91 37.50 10.00 $77.41
Breckenridge (Scenario 4)* 29.91 32.45 10.00 $72.36
Breckenridge (Scenario 3)* 29.91 30.00 10.00 $69.91
Breckenridge (Scenario 2)* 25.00 34.05 10.00  $69.05
Albany (Fort Griffin SUD)** 67.00 $67.00
Coleman 41.5(C 24.00 $65.50
Breckenridge (Scenario 1)* 25.00 30.00 10.00 $65.00
Breckenridge (Current)* 25.00 30.00 10.00 $65.00
Clyde | 1Yy S0 $63.00
Stephens Regional SUD*** N 7 X N  $62.31
Decatur INNIEEEF-Y7 YN $51.54
ofScel 2800 2250 ISRy
Graham PP X WO $47.00
Throckmorton I LEY NN EX I $38.00
Jacksboro NP XN Y WM $38.00
Comanche $36.09

*Includes S10 Revenue Deficit Surcharge
**Includes 520 debt service fee o
***Includes 0.5% state fee B Water B Wastewater Revenue Deficit

NEWGEN STRATEGIES AND SOLUTIONS, LLC
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Item 12.

REGIONAL BILL COMPARISON
RESIDENTIAL @ 5,000 GALS

Clyde 20,5( 0 $113.00
Albany (Fort Griffin SUD)** 05.9( $105.90
Eastland 50,24 44.08 $104.32
Breckenridge (Scenario 5)* 49.65 37.50 10.00 $97.15
Stephens Regional SUD*** 05 08 $95.98
Coleman G : $95.27
Breckenridge (Scenario 4)* 49.65 32.45 10.00 $92.10
Jacksboro G : $90.40
Breckenridge (Scenario 3)* 49.65 30.00 10.00 $89.65
Breckenridge (Scenario 2)* 41.50 34.05 10.00 $85.55
Decatur NN %Y v -V s  585.43
Comanche I K: I Py  $82.17
Breckenridge (Scenario 1)* 41.50 30.00 10.00 $81.50
Breckenridge (Current)* 41.50 30.00 10.00 $81.50
Graham Y Y- s  572.54
Cisco IIIINNET W/ -V ER-s 562.25
Throckmorton Y YW I VAT  $58.91

*Includes S10 Revenue Deficit Surcharge
**Includes 520 debt service fee o
***Includes 0.5% state fee B Water B Wastewater Revenue Deficit

106
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POTENTIAL WATER RATE DESIGN CHANGES




Item 12.

RATE DESIGN ALTERNATIVE #1
REMOVE REVENUE DEFICIT SURCHARGE

~

The Revenue Deficit Surcharge is a significant part
of the Utility’s revenue stream and is still
needed to recover costs; however, this
surcharge should instead be built into base
utility rates.

S10 Revenue Deficit

Surcharge

/

NEWGEN STRATEGIES AND SOLUTIONS, LLC



Item 12.

RATE DESIGN ALTERNATIVE #2
METER-EQUIVALENT DEMAND CHARGE

Current NN Meter Count of

Commercial Factor* Equivalent Meters by
Rates (based on %) Charge Sjze**

3/4" or less $33.00 1.00 $33.00 244
1" $33.00 1.67 $55.11 16
11/2" $33.00 3.33 $109.89 22
2" $33.00 5.33 $175.89 21
3" $33.00 10.00 $330.00 3
4" $33.00 16.67 $550.11 2
6" $33.00 33.33 $1,099.89 -
8" $33.00 53.33 $1,759.89 -
10" $33.00 76.67 $2,530.11 -
12" $33.00 143.33 $4,729.89 -

*Per American Water Works Association; factor based on Operating Capacity (gallons per minute)
**Based on count of active water connections as of February 2021

NEWGEN STRATEGIES AND SOLUTIONS, LLC



Item 12.

RATE DESIGN ALTERNATIVE #3
FIXED VS VARIABLE REVENUE RECOVERY

Current Water Revenue Recovery Recovering more costs from fixed charges
enhances revenue stability

Base Volumetric

Revenues Revenues ] ]
47% 53% Recovering more costs from variable charges may

increase water conservation

Must assess impact related to conservation,
operational costs, and customer affordability

NEWGEN STRATEGIES AND SOLUTIONS, LLC



RATE DESIGN ALTERNATIVE #4
OUTSIDE CITY MULTIPLIER

Item 12.

Current Rates must be defensible, equitable, and

Outside City reasonable
Multiplier:

200%

Simple multiplier may be arbitrary

Current

Outside City . . _ .
Customers: Outside City rates subject to potential appellate

209* action

*Based on count of active outside water connections as of February 2021

NEWGEN STRATEGIES AND SOLUTIONS, LLC




Item 12.

RATE DESIGN ALTERNATIVE #5
EVALUATE INCLINING BLOCK RATE FOR INDUSTRIAL

Current
Industrial Inclining block rates suggest a
Water Rates water conservation signal, though

industrial customers may have
Volumetric Rates

limited means to conserve

0-2,000 S- inclini

nclining block rate may be
2,000 - 5,000 $5.50 punitive to industrial customers
5,000 - 10,000 S5.85 and hamper economic growth and
10,000 - 20,000 $6.80 development
20,000+ $7.80

A better alternative for industrial
customers is a flat, uniform
volumetric rate

112
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NEXT STEPS

Determine path forward on capital and O&M
needs of the utility

Determine desired rate structure amendments

Develop final rates for consideration and
adoption

Anticipated implementation: October 2021

Item 12.
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QUESTIONS AND DISCUSSION

NEWGEN STRATEGIES AND SOLUTIONS CHRIS EKRUT, DIRECTOR
275 W. CAMPBELL ROAD, SUITE 440 972-232-2234
RICHARDSON, TEXAS 75080 CEKRUT@NEWGENSTRATEGIES.NET



	Top
	Item 1.	Certifications
	Candidate Certification - Vince Moore
	Candidate Certification - Gary Mercer

	Item 2.	Minutes
	04-06-21 CC Minutes

	Item 4.	Departmental Reports
	Departmental reports

	Item 5.	City Funds Quarterly Investment
	Quarterly Investment

	Item 6.	Hotel/Motel Quarterly Financial Statements
	Hotel Motel

	Item 7.	Audit Engagement Letter
	210930 - Engagement Letter

	Item 8.	Breckenridge Economic Development Corporation Semi-annual Activity Report
	BEDC

	Item 9.	Request to approve Resolution 21-10 to appoint a Mayor Pro Tem for May 2021 through May 2022
	R 21-10 Appoint Mayor Pro Tem

	Item 10.	Request to approve Resolution 21-11 Denying the Oncor Electric Delivery Company LLC’s application for Distribution Cost Recovery Factor (DCRF)
	R 21-11 Oncor Denial Resolution

	Item 11.	Request to discuss and take action on Aquatic Center Operations for 2021
	2021 Pool Operations - 1

	Item 12.	Water and Sewer Rates after NewGen Strategies & Solutions Rate Study
	Utility Rate Presentation_Breckenridge_3-18-21

	Item 13.	Request City Commission to review 2020-21 Budget Calendar and current City-Wide Goals and Objectives to provide input for next year
	Budget Calendar 2021-22
	City Wide Goals and Objectives

	Item 15.	New Police Sergeant
	2021 New Sergeant - 1

	Item 16.	SGR Update
	Breckenridge Online Interview Questions
	Breckenridge Semifinalist Candidate Questionnaire (002)

	Bottom



