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Council Communication

To: Mayor and Village Council

Through:

From:

Edward Koconis, AICP, Village Manager

Greg Tindle, Wastewater Program Manager

Date: March 28, 2013

SUBJECT: DISCUSSION AND DIRECTION REGARDING WASTEWATER
PHASE II ASSESSMENT AND MONTHLY WASTEWATER RATE
STRUCTURE AND METHODOLOGY

Background:
Wastewater Assessments
In July 2011 the Village Council approved a Phase I Wastewater Assessment Program to fund
$20 million of anticipated project costs to provide wastewater collection and treatment for the
Remaining Service Area (RSA).   During that July meeting and in previous discussions at
workshops held in April and June of 2011 there was discussion of moving forward with a Phase
II Assessment for the RSA in the future.    On February 21, 2013 the Council passed a
Resolution of Intent regarding the Phase II Wastewater Assessment.  This is a nonbinding
resolution and in order to move forward Council would need to direct staff to issue a Notice to
Proceed to Government Services Group (GSG) to begin implementation of the Phase II
Assessment.  A proposed implementation schedule is attached (Attachment A).

Wastewater Monthly Rates
The Village will need to adopt final wastewater rates for the RSA before Middle Plantation Key
(MPK) service availability, which is scheduled for the first quarter of 2014.    Staff envisions
adoption of the wastewater rate resolution concurrent with the RSA Phase II Assessment
[September 2013] in order to have a cohesive schedule with regard to rate and assessment
implementation.   Similarly, staff envisions consideration of the Wastewater Utility Policy in this
same timeline.

The focus for this rate discussion is to acquire Council input regarding the proposed rate
methodology and structure.  Based on the direction from Council a final rate proposal will be
developed and presented.  Current best estimates for rate amounts are listed for illustrative and
informational purposes.
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Analysis:
Wastewater Assessments
Staff is proposing to utilize the same methodology for the Phase II assessment as was used for
the Phase I Assessment.   There was a bond Validation hearing for the RSA Phase I assessment
program on August 9, 2012 in the Circuit Court of the Sixteenth Judicial Circuit in and for
Monroe County, Florida and it was ordered and adjudged that the issuance of the utility revenue
bonds were proper, legal and valid for the purposes fully authorized by law and all proceedings
incident to the issuance of the bonds were validated and confirmed.  A summary of the
methodology utilized in the Phase I Assessment, and proposed for the Phase II Assessment is
attached (Attachment B).

The amount previously discussed for the Phase II Assessment was $20 million which is the same
amount as the Phase I Assessment.   If the Phase II Assessment is implemented for $20 million
this would mean a total assessment amount of $6,292 per EDU (including Phase I and II) which
is comparable to the North Plantation Key (NPK) assessment amount of $5,676 adjusted for
inflation.

Wastewater Monthly Rates
Wastewater Assessment and Wastewater monthly rates are directly related. Without the Phase II
Assessment the monthly wastewater rates would be approximately $20 to $25 higher for a period
of 25 years compared to the rates discussed below.

Summary of Monthly Rate Structure
The foundation of the proposed wastewater rate structure includes: i) an update to the Village’s
Wastewater Financial Forecast established as part of the SRF Wastewater Management Plan
(adopted in May 2012); and ii) a detailed analysis of recent FKAA customer water usage data
and Phase I EDU calculations per parcel. This analysis is scheduled to be finalized by June 2013
prior to adoption of a wastewater rate resolution later this summer.

The proposed monthly rate structure would consist of three components:

1. Customer Charge – A fixed monthly charge per each wastewater bill rendered, regardless of
number of EDUs or amount of water usage.  The Customer Charge is designed to recover billing,
administrative, and similar costs that are not related to the level of wastewater treated for each
particular customer.

2.  Volumetric Charge – A usage charge based on FKAA metered water use.  This charge is
designed to recover variable-related costs such as wholesale treatment costs, electric, operating
supplies, and a portion of the contract operations fee.  The Volumetric Charge to each customer
will vary from month to month, depending on metered water usage.

3. Base Facility Charge – A fixed monthly charge based on the number of EDUs.  The Base
Facility Charge includes a portion of the contract operations fee, insurance, and debt service
remaining after assessments.

This rate structure is proposed for NPK as well as RSA in order to provide uniformity in rate
structure for all Village wastewater customers.  The Customer Charge and Volumetric Charge
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components of the rate would be the same amount for NPK and RSA.  The Base Facility Charge
amount would differ in that the debt service component for NPK would be less than that for the
RSA.

The proposed rate structure differs from the existing NPK rate structure in that the proposed
Base Facility Charge would be dependent on the number of EDUs, while the existing charge is
based on FKAA meter size.  However, monthly wastewater bills for residential NPK customers
would remain essentially the same or slightly lower. For those non residential NPK customers
with one EDU there is no adverse impact.  For those non residential NPK customers with more
than one EDU, staff is reviewing billing history and demand characteristics to determine the
potential impact of the new rate structure.

A summary of the wastewater bill components under the existing and proposed rate structures
are illustrated below:

Proposed Bill [1]
Existing NPK NPK RSA

Base Facility Charge (per EDU) $39.04 $28.40 $38.40
Customer Charge (per Customer) N/A 10.50 10.50
Volumetric Charge - 4,000 Gallons [2] 25.60 25.00 25.00
Total Bill – 4,000 Gallons $64.64 $63.90 $73.90

[1] Preliminary, subject to change.
[2] Amounts shown for 4,000 gallons based on existing NPK Volumetric Charge of $6.40/1000 and
proposed Volumetric Charge of $6.25/1000.

The final Base Facility Charge and other components of the rate are dependent on the results of
updated debt service projections, timing of available Infrastructure Tax, ongoing customer data
analysis, and other factors that will be reviewed prior to finalizing.  The rates projected above
reflect:

 Implementation of Phase II RSA assessments in September 2013 at an equal level to the
Phase I RSA assessments

 Wastewater service availability for each service area within the RSA, according to the
current construction schedule

 Debt service projections as of June 2012, including interest rate assumptions and other
funding terms as provided by the Village and its advisors

 FKAA historical billing data during calendar year 2012
 Use of $1.8 million per year in Infrastructure Tax beginning April 2018 as a pledged

revenue for wastewater debt service
 Use of $20.0 million in Mayfield grant funds toward wastewater projects
 Use of committed grant funding with no additional grant funding factored in

To the extent additional  grants or other funding materializes, such funds would go toward
reducing the capital component in the Base Charge of the RSA monthly rate until the NPK and
RSA rates are equalized, and once equalized any additional funding would then be spread
equally across village wastewater customers.
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Because of various resources that have been committed to the wastewater program, including the
$20.0 million in Mayfield grants, Infrastructure Tax, project cost reductions, negotiated contract
cost savings, and other factors, the monthly rate projections for a typical 4,000 gallon per month
residential user have decreased since the projections earlier in 2012 as illustrated below:

4,000 Gallon
RSA Bill [1] Comment

January 2012 Estimate $115.00
May 2012 Estimate $98.00 $20.0 million Mayfield Grant
June 2012 Estimate $88.00 Mayfield plus project cost reductions
March 2013 $73.90 Mayfield, project cost reductions,

Infrastructure tax, and contract reductions

[1] All wastewater bill estimates based upon implementation of Phase I and Phase II RSA
assessments.

Under the proposed rate structure and estimated RSA rates, a non-residential customer bill would
be calculated as illustrated below for a 5 EDU customer:

Illustration of Non-Residential RSA Bill with 5 EDUs [1]
Billing Units Rate Amount

Base Facility Charge 5 EDUs $38.40 per EDU $192.00
Customer Charge 1 Customer $10.50 per Customer $10.50
Volumetric Charge 20,000 gal. $6.25 per 1,000 gal. $125.00
Total Bill $327.50
Average Bill per EDU $65.50

[1] Preliminary, subject to change.

Under the proposed rate structure master-metered condos would be billed similar to non-
residential customers. For example, the wastewater bill for a 5 unit condo building served by a
master meter would be calculated in an identical manner to the non-residential 5 EDU example
above.

The estimated rates shown above are based on long term operation of the entire RSA and NPK,
and reflect Infrastructure Funds being applied toward the RSA annual debt service.
Infrastructure Tax Funds play an important role in calculation of these rates and it is recognized
that these funds will not be available until mid 2018.  The rate estimates provided above reflect
the development of a capital financing plan that is structured around the availability of such
funds beginning in 2018.

Budget Impact:
All consultant fees for Phase II Assessment implementation and monthly wastewater rate
development are budgeted in the current year Wastewater Utility Fund Budget.
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Staff Impact:
Staff would coordinate the implementation of the Phase II Assessment and the development and
adoption of monthly wastewater rates with Village assessment and rate consultants.

Recommendation:
Staff recommends that Council direct the Village Manager to issue a Notice to Proceed to GSG
to begin the Phase II Assessment implementation process and to proceed with an assessment to
fund $20 million of anticipated project costs based on the same methodology as the Phase I
assessment.

Staff recommends that Council provide feedback regarding the proposed monthly wastewater
rate structure and methodology.



  



ATTACHMENT A

VILLAGE OF ISLAMORADA
REMAINING SERVICE AREAS WASTEWATER ASSESSMENT PROGRAM

PHASE TWO - CRITICAL EVENTS SCHEDULE
FISCAL YEAR 2013-14

(Meeting Dates: 2nd and 4th Thursdays @ 5:30 pm)

Project Manager: Camille Tharpe
Event Date

Notice to proceed April 1, 2013

GSG develops assessment database April 1 – 30, 2013

GSG calculates preliminary assessment rates May 1, 2013

Workshop/meeting on Wastewater Assessment Program May 9, 2013

Village Council provides final direction on revised Assessment Program May 23, 2013

Village Attorney provides draft Initial Assessment Resolution to GSG and Village staff for comments May 29, 2013

GSG and Village staff provides comments re: Initial Assessment Resolution June 3, 2013

Village Attorney provides Initial Assessment Resolution to Clerk for Agenda June 6, 2013

Village Council adopts Initial Assessment Resolution June 13, 2013

GSG transmits published notice Reminder Letter to Village June 14, 2013

Print and Stuff First Class Notices for Fiscal Year 2013-14 June 14 – 30, 2013

Publish Notices of Public Hearing to adopt Final Assessment Resolution By June 20, 2013

Mail First Class Notices to affected Property Owners By June 20, 2013

Village Attorney provides draft Final Assessment Resolution to GSG and Village staff for comments June 21, 2013

GSG and Village staff provides comments re: Final Assessment Resolution June 27, 2013

Village Attorney provides Final Assessment Resolution to Clerk for Agenda July 3, 2013

Public Hearing to adopt Final Assessment Resolution July 11, 2013

Print and Stuff Prepayment Notices July 12 – 15, 2013

Initial Prepayment Notices Mailed to Property Owners July 15, 2013

Initial Prepayment Period starts July 15, 2013

Initial Prepayment Period ends August 30, 2013

Village sends Initial Prepayment information to GSG September 6, 2013

GSG applies Initial Prepayment information to create final debt service schedule and Adjusted
Prepayment Amounts September 13, 2013

GSG exports and transmits the Annual Assessment Roll to the Tax Collector By September 13, 2013
Village certifies Non-Ad Valorem Assessment Roll to Tax Collector By September 13, 2013



  



ATTACHMENT B

PHASE I WASTEWATER ASSESSMENT METHODOLOGY

The Remaining Service Areas Phase I Assessment program methodology allocated the $20 million of
anticipated project costs between the Facility Costs and the Base Costs.  Base Costs mean all or any
portion of the expenses that are largely fixed costs and properly attributable to the planning, design,
engineering, administration, management, inspection, surveying, geotechnical services, the capital costs
associated with the wastewater collection facilities, and those costs associated with the development
and imposition of the assessments under generally accepted accounting principles. Facility Costs mean
the capital cost associated with the provision of the Wastewater Treatment/Transmission Facilities. The
project costs were allocated between the Facility Costs and Base Costs based on the inclusion of the
transmission system costs with the treatment system costs and resulted in a cost allocation of 33.1% or
$6,620,000.00 for the Phase I Facility Costs and 66.9% or $13,380,000 for the Phase I Base Costs.

For the properties included within the Remaining Service Areas Assessment Program, GSG applied rules
based on policy direction, as applicable for each property.  The assignment of Equivalent Dwelling Units
(EDUs) used the billing records for water use from the Florida Keys Aqueduct Authority (FKAA); the
records used for the 2009 Remaining Service Areas Assessment Program were the data source for the
EDU assignments.  The Village determined the average daily flow for each water meter for a two-year
period and reduced it by 10 percent; this amount was divided by 157 gallons per day (the value of an
EDU) to assign EDUs.  One EDU was assigned to every single family residential dwelling unit and this
average was also used to assign EDUs to all other properties based on their FKAA billing records for
water use. Based on the assessment methodology, there were 7,196 EDUs estimated for the
Remaining Service Areas Assessment Program.

The apportionment methodology for the Base Costs was based upon the number of EDUs assigned to
the parcels by the Village Engineer with a cap of 10 EDUs. The apportionment methodology for the
Facilities Costs was based on the actual number of EDUs assigned to the parcels.

It was assumed that the wastewater construction costs would be financed by the Village over a period of
25 years through a blend of State Revolving Fund (SRF) loans and short-term commercial loans at a
4.0% interest rate using the SRF coverage option at 15% and a 2% cost of issuance.

The "initial prepayment amount" (IPP) for each parcel was computed by dividing the project costs by the
total number of billing units within the Remaining Service Areas Assessment Program. Each property
owner was provided the opportunity to prepay the assessment at these rates prior to September 15,
2011. The IPP amounts were as follows:

Remaining Service Areas Assessment Program Initial Prepayment Amounts

1 - 10 EDUs $3,196/EDU

> 10 EDUs $31,960 + $920/EDU over 10

Source: Financing Assumptions
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Once the money was borrowed, the IPP was increased proportionally based on the costs related to
financing the borrowed money, for all remaining property, so that the aggregate "adjusted prepayment
amount" (APP) is equal to the total amount of money borrowed plus any financing costs. The adjusted
prepayment amount has been reduced annually to reflect the principal component of each annual
assessment payment. Property owners are entitled at any time to prepay the balance of the remaining
assessment at this rate. All adjusted prepayment amounts must be paid in full – partial payments will
not be accepted.

The November 2011 APP amounts were as follows:

Remaining Service Areas Assessment Program Adjusted Prepayment Amounts

Source: Financing Assumptions

The annual assessment rates were based on the annual debt service derived from the financing costs
and include costs for the Village to bill and collect the assessments using the tax bills mailed annually
around November 1st by the Monroe County Tax Collector and also include the four percent reserve for
the under-collection of assessments due to the discount on annual property tax bills allowed for property
owners that pay prior to March 1st.

The annual assessment rates were as follows:

Remaining Service Areas Assessment Program Annual Assessment Rates

1 - 10 EDUs $3,261/EDU
> 10 EDUs $32,610 + $939/EDU over 10

1 - 10 EDUs $256/EDU
> 10 EDUs $2,560 + $74/EDU over 10
Source: Financing Assumptions
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