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Water 8. Sewer
Revenue Sufficiency

Analysis

® Stantec



Background & Objectives

Financial Management Plan

. Alternative Rate Plan Scenarios

National Industry Trend

Local Cost Comparison



Local Waler & Sewer BillSurvey:
Typical lvlonlnly Demand of 6,000 Gallons

NeptuneBeach

St. Augustine

Ponte Vedra Beach (BES)

JacksonvilleBeach(BES)

Orange Park

St. Augustine Beach (SJC)

St. Johns County

FernandinaBeach

Nassau County

Ponte Vedra Beach(SJC)

Jacksonville (JEA)

AtlanticBeach(Current)

BE8 = ServedbyBeachesEnergySen/ices

$112.04

$96.73

$9182

$9182

$8107

$76.30

$76.30

$76.17

$72.22

$70.61

$66.36

$61 68

SJC = Sen/edbySt. JohnsCounty JEA = Sen/edbyJEA



Revenue Sufficiency Analysis:
Bdckground & Objectives

> Water and sewer rates have not increased since 2009

> CIP Master Plan has identified future capital needs

> Stantec is evaluating the sufficiency of current water and sewer
rates to fund identified future capital needs

Objectives
- Develop a multi—yearutility financial management plan
- Evaluate sufficiency of current revenues to fund all requirements
- Identify alternative plans of future rate adjustments, if needed
- Perform a local cost comparison of monthly water and sewer bills



Financial Management Plan:
Revenue Requirements

Operating
Fund Reserve

Debt Service

Operating
Expenses

Total Revenue
Requirements

(8. Coverage)
_

T

Interfund
Services &

Transfers Out

Capital
Program

(Incl. R&R)

Minor Capital
Outlays

Key Challenge:
Funding future capital projects
identified in CIP Master Plan for
needed system expansion and
R&R of existing system assets



Financial Management Plan:
Key Assumptions & Base Data
> FY 2018 beginning fund balances per audited financial statements

Financial Statements And /ndependentAuditors’ Report, Sept 30, 2017

> System growth to generate additional rate revenues
Approx. 0.7% per year through FY 2023; 0.4% per year thereafter

> Operating expenses based upon FY 2018 Revised Budget
Escalated annually for future cost inflation

Adjusted for historical spending vs budget

> 10—YearCapital Improvement Program, per CIP Master Plan
Escalated annually for future cost inflation

Adjusted for historical spending vs budget

> Operating Fund Reserve = 6 months of Operating Expenses



Financial Management Plan:
Key Issues

> Operating Expenses
- Average annual cost inflation of approx. 3.6% assumed
- Assumed spending execution vs budgeted/projected expenses:

Personal Services = 95% of Budget each year of forecast

Operating & Maint = 90% of Budget through FY 2021; 95% each year thereafter

> 6-Month Operating Fund Reserve .

- Approx. $2.5 million in FY 2018; approx. $3.8 million by FY 2028

> Capital Improvement Program
- Average annual spending of approx. $2.4 million identified

Includes compounding annual cost inflation of 3.0%

Reflects 90% spending execution vs budget

- Notable projects listed on following slide...



Financial Management Plan:
Key Issues — Notable CIP Projects

> Water Projects
- Replace Water Main on Sea Oats Drive: $600,000 in FY 2019
- Replace Water Main on Selva Marina Drive: $640,000 in FY 2022
- Water Treatment Plant #4: $3,500,000 in FY 2023
- Replace Water Main on East Plaza: $688,000 in FY 2024
- Replace Water Main on Seminole Road: $640,000 in FY 2026
- Replace Water Main on SR A1A: $800,000 in FY 2028

> Sewer Projects
- Septic to Sewer in Marsh Oaks: $450,000 in FY 2019; $600,000 in FY 2021
- New Operations Building: $800,000 in FY 2024
- New Equipment Vehicle Building: $700,000 in FY 2024
- Replace Forecemain from LS Mayport Landing: $708,000 in FY 2027
- Construct New Headworks: $2,600,000 in FY 2028



Diognostic Evoluotion of Stotus Quo:
No Rote Adjustments

Technical Default
by FY 2024

FAMS-XL© No Rate
City of Atlantic Beach Adjustments

FY2018 FY2019 FY2020 FY 2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027 FY2028 FY2023 FY2028
Wafer Rafe P|an 0.00%

‘

0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% ‘ 0.00% 0.00%
Sewer Rule Plan 0.00% 0.00% 0 00% 0 00% 0 00% 0 00% 0 00% 0.00% 0.00% 0.00% 0 00% t 0.00% 0.00%

All Inclusive DSC '
' ‘ -

V
r

V . - 0.99 0.84 0.73 . 0.83

AvgBi|l(6,000gcIl) $61.68 $61.68 $61.68 $61.68 $61.68 $61.68 $61.68 $61.68 $61.68 $61.68 $61.68
Change 3 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00

Operating Fund _.Cu,,,n+ pm Tame. Rev vs, Exp " " ‘riteif “"'C°"‘ '” Cl? 5Pe"di"9 ICurren‘l'P!on
T‘ 05 U

$5M - $16M SBM

$12M - ssm -

$3M“ _...J.._.
$8M ——-«-—--4 sm - -

‘°'‘"‘ W ‘

som . . . . . . . . . . . $OM—-1,-r .
25 25 27 28 18 19 20 21 22 23 24 25 26 27 2B 13 19 20 21 22 23 24 25 26 27 28

Balance Exhausted
I

cu.-renfplgn Borrowing Borrowing Required . CIP Funding lDeb+
_

by FY 2026 saM- by FY 2022 sew '°°°'°““9’°°‘“
IS‘/stemDevelopment Charge

$6M ‘ $5M

$4M $4M

$2M - $2M -

~-F.-l—-+--‘r--l-+-+-1---l-l-.+.—lsum-. $0M — I
17 1819 20 2122 23 24 25 26 27 28 19 20 2122 23 24 25 26 27 28 1819 20 21 22 23 24 25 26 27 28

> Continuing with the status quo is not a feasible plan



Recommended Rote Plon:
4.50% Annuolly thru FY2023; 3.00% Thereofter

Recommended FAMS-XL© Strong Coverage
Rate Plan City of Atlantic Beach Throughout

FY201 9 FY2020 FY 2021 FY2022 FY2023 FY2024 FY 2025 FY2026 / 027 FY2028 FY2023 FY2028
Wc1lerRclePlun 0.00% 4.50% 4.50% 4.50% 4.50% 4.50% 3.00% 3.00% 3.00% 4.00% 3.00% 24.55% 44.39%

Sewe[Ra‘le plan o_oo% 45097.. 450% 4.50% 450% 4.50% 300% 3.00% 300%» 300% 3.00% 24,5535 445557»;

All Inclusive DSC 2.07 2.27 2.44 2.48 2.64 2.71 2.79 2.87 9.56 9.84

Avg Bill(6,000 gal) $61.68 $64.47 $67.38 $70.42 $73.58 $76.87 $79.18 $81.55 $84.01 $86.54 $89.13
Change 3 $2.79 $2.91 $3.04 33.re s2.3r $2.37 $2.46 $2.53

Operating Fund -CU,,3,,+ pk,” Rev vs. Exp -"'C°‘“ ‘“ Cl? Spendlng
Target I Current Plan

$5M sum $8M

$5M $12M — $6M

$4M _ $5M — $4M —

$2M $4M $2M --

W _
. soM sum

17181, 20 21 23 24 25 26 27 28 1a 19 20 2122‘23'24'25 2.5 27 23 1819 20 21 22 23 24 25 25 27 23

CurrenlPIon Borrowing No Borrowing . CIP Funding IDeb+
i i n B I n o ‘ c h

$8M
Suffce 1: aa Ces $3M‘ Thl'0Ugh0Ut $5M :Sy:+:(:lhl;g‘l/

e::spmentChcrge$6M
Throughout

$6M‘ $5M _

$4M $4M $4M

$2M $2M — $2M -

$0M ~-.~l-~l-l---l-l+-+-+-+--I-+.+'—l$0M ._.._._. $OM~
171819202122232425262728 l8'l92‘02122232425262728 1B19202122232425262728

> Recommended rate plan is sufficient to fund all identified requirements
without the need for new borrowing



Notional Industry Trend

US CPI - Water & Sewerage Maintenance Series —'A"""°' '"°'°a‘°‘°

- -CPI Cumulative % Increase

8.0% 120%

7.0%
100%

6.0%
0

9. 30% 3

E5.0% E
{J ‘

-—

§ 4.0% 0 60% _g
E E

3.0% =
5 °

1 40% E
3

2.0% U

20%
1.0%

0.0% 0%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

- Measures the average change in the cost of water and sewer service
to households nationally

- Much more specific and relevant to utilities than overall CPI
- 10-year average annual increase = 5.5%



Ndiiondl Industry Trend:
VS. City Trend

120% T;

30% ;

sou.

Cumulative Change in Monthly Residential Water & Sewer Cost

201.1

out.‘
2010 2011 2012 2013 2014 2015

-Atlantic Beach

2016 2017 2018 2019 2020 2021

— US CPI W&S Series

2022

- The City’s rates project to increase less than the national trend

National trend ref|ects10—year average annual increase of 5.5%

City trend reflects recommended annual increases of 4.5%

2023



Lacal Water & Sewer BillSurvey:
Typical Monthly Demand of 6,000 Gallons

NeptuneBeach

St. Augustine

Ponte Vedra Beach (BES)

Jacksonville Beach(BES)

Orange Park

St. Augustine Beach (SJC)

St. Johns County

FernandinaBeach

Nassau County

Ponte Vedra Beach(SJC)

Jacksonville (JEA)

AtlanticBeach (Proposed)

AtlanticBeach(Current)

BE8 = ServedbyBeachesEnergyServices

$112.04

$96.73

$9182

$9132

$8107

$76.30

$76.30

$76.17

$72.22

$70.61

$66.36

$64.46

$6168

SJC = Sen/ed bySt. JohnsCounty JEA = Sen/edbyJEA
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