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Foreword

The 2016 Washington/Oregon Water and Wastewater Rate Survey conducted by Raft-
elis Financial Consultants, Inc. (RFC) provides a description of water and wastewater
rates and charges in the states of Washington and Oregon. RFC conducts a biennial
national water and wastewater rate survey in partnership with the American Water
Works Association (AWWA), a nonprofit professional association dedicated to pro-
viding high-quality technical information to its water utility members and general
public. RFC also conducts a biennial water rate survey in California and Nevada in
collaboration with the California-Nevada section of AWWA, as well as water rate
surveys in Florida and Arizona. RFC is nationally recognized for its financial and
management consulting practice for water, wastewater, and stormwater utilities.

The 2016 survey provides valuable insights into pricing practices embraced by util-
ities across Washington and Oregon. Specifically included in this year’s survey are:

» Atotal of 66 Washington water and wastewater agencies and 50 Oregon
agencies with diverse ownership and operating characteristics

» Rate calculations and pertinent data grouped by county and sorted by city

This survey is also a powerful tool for comparative benchmarking. Drawing conclu-
sions from rate comparisons, however, should be done only after evaluating several
community characteristics, such as geography, climate, and service area, as well as
the use of taxes, subsidies, and grants. The determinants of utility rates are varied
and complex and do not necessarily reflect the true cost of service. A low rate orahigh
rate does not necessarily mean that a utility is more or less efficient, respectively. As
aresult, the survey findings alone should not be used to judge the performance of any
individual utility or to generalize about all water-sector utilities. In addition, our rate
survey uses a sample that is not statistically random. Even with these constraints, the
information contained in this survey is beneficial to utilities throughout Washington
and Oregon. Ataminimum, it can be used to identify utilities that have similar char-
acteristics to include in a more in-depth benchmarking effort.

The reliability of the information received for this survey is dependent upon the
accuracy of the data we collected from the agencies. Please notify usif you have any

updates or corrections to the information.

Sincerely,
RAFTELIS FINANCIAL CONSULTANTS, INC.

sl

Sudhir Pardiwala, PE Hannah Phan
Executive Vice President Senior Consultant

1100 Dexter Avenue North, Suite 100, Seattle, WA 98109 / P:714.300.8129 / F: 213.262.9303 / www.raftelis.com
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Factors Affecting Rates

00000

Growing Increasing Decreasing Technological Effective Political
Infrastructure Regulatory Per Capita Improvements Utility Actions
Needs Stringency Consumption Management
Because water and wastewater rates are of immense The following page describes
. . . . . . each factor, how it influences
public interest, legislative bodies entrusted with rates, and its expected
reviewing and approving rates are very sensitive to impact over the next 5 to 10
. . . years. It should be noted
adjusting rates. From our work with many water- that these are not the only
industry utilities, we have identified six factors factors affecting rates, but
those that we believe are
that can affect water and wastewater rates and particularly relevant to water

and wastewater utilities.

charges. Half of these factors are driving water and
wastewater rates higher, while the other half have

a lowering effect on rates. Because the factors that
are increasing rates have had a much greater impact
in recent years, water and wastewater rates have
increased faster than the overall rate of inflation.
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GROWING INFRASTRUCTURE NEEDS: Much of the original water infrastructure in the
Northwestern United States is going to need replacement in the near future. In many cases, this
will be the first time that utilities will face significant capital needs that are not funded by growth
in the customer base. In addition, this existing infrastructure repair and replacement will likely
be more costly than placing comparable new infrastructure in service in undeveloped areas. This
factor is going to significantly impact utilities in the coming years and will likely be a major driver
of rate increases.

INCREASING REGULATORY STRINGENCY: While it is unclear how water regulations
will be promulgated in the future, it is our expectation that standards will continue to become
more stringent. As the ability to measure water quality improves and technology for producing
“cleaner” potable water and effluent advances, regulations will inevitably follow, and utilities will
need to spend resources to acquire the new technology and/or reconfigure existing treatment pro-
cesses. We believe that increasing regulatory stringency driven by these advances in technology
will drive rates higher.

DECREASING PER CAPITA CONSUMPTION: An increasing number of the utilities
that we serve are facing declining per capita consumption. We believe there are two primary
reasons for this trend. The first reason is that each generation of new home appliances is char-
acterized by increasing water efficiency. The second reason is that the conservation message
has been internalized by much of the population. Nowadays, while we brush our teeth or shave
our face, many of us don't let the water run like we once did. We believe this shift has been ac-
complished through public education efforts and often reinforced by the pricing structure. In
addition, many utilities have faced droughts or capacity issues due to growth, which has forced
additional efforts to reduce per capita consumption. We believe that while this factor will con-
tinue to impact rates in the future, its impact will diminish over time because there is a level
below which per capita consumption will not drop.

TECHNOLOGICAL IMPROVEMENTS: As we mentioned earlier, water and wastewa-
ter treatment technology is constantly improving. Certain technological improvements have a
lowering impact on rates. Supervisory control and data acquisition (SCADA) systems allow for
operations with fewer employees and help to minimize power loads. As a result, the cost of pro-
ducing potable water and treating wastewater is decreasing with all other variables remaining the
same. We believe technology will continue to improve and benefit customers.

EFFECTIVE UTILITY MANAGEMENT: Municipal utilities no longer see themselves as gov-
ernmental monopolies. Elected officials and governing boards increasingly require utilities to
operate as efficiently as possible. The growth of contractor operations has also caused utilities to
become more efficient. In fact, many utilities have gone through some sort of formal optimiza-
tion process. We believe that these efforts will continue to have a lowering effect on water rates.

POLITICAL ACTIONS: The strongest force in limiting rate increases has been the political
process. Whereas optimization efforts are beneficial to the utility, politically limited rate increases
may not be. It would be unfair to say that political influence does not have some positive effects, as
it does often force utilities to be as efficient as possible. However, when a rate increase is obviously
needed and that increase is not allowed due to political issues, there can be severe future ramifica-
tions. We believe this will continue to have a significant impact on limiting rate increases.



2016 WASHINGTON/OREGON WATER AND WASTEWATER RATE SURVEY

Overview of
the Survey =

The survey provides data on

116 water and wastewater service
providers (66 in Washington and 50 :
in Oregon). Because water usage varies 5k e
widely among cities and regions, a benchmark N e T il
water usage amount is needed to provide a '

basis to compare water and wastewater rates. This

survey relies on 15 ccf (hundred cubic feet), or 11,220

gallons, of water consumption per month and 8 ccf, or

5,984 gallons, of wastewater flow as that benchmark.
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WASHINGTON

RVAYE

SURVEY
RESULIS

56 AGENCIES IN WASHINGTON REPORTED WATER RATES IN THE
2016 SURVEY, AND 55 AGENCIES REPORTED WASTEWATER RATES.
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WATER BILLING FREQUENCY

As shown in Figure A, 49% of the agencies in our sample
bill monthly, and roughly 51% have a bi-monthly rate struc-
ture. In our experience, monthly billing is becoming more
popular as it helps convey information on consumption and
pricing to the agency’s customer base faster. Also, as rates
increase and bills get larger, customers may find it easier
to pay smaller monthly bills than larger bi-monthly bills.

WATER RATE STRUCTURE

Figure B demonstrates that inclining and uniform rate
structures combine to constitute approximately 93%
(35% uniform and 58% inclining) of the rate structures
among utilities in this year's survey. The “other” category
includes rate structures such as flat and seasonal. While
uniform, inclining, and declining rate structures are well
known and have been in use by agencies for many years,
the number of agencies utilizing water budget-based rate
structures is increasing, especially in agencies that target
water conservation and efficiency. Water budget-based rate
structures are a type of inclining rate structure in which
the block definition is different for each customer based on
an efficient level of water use by that customer. The tiers
are typically set based on efficient indoor and outdoor use
allocations. Please contact RFC if you need additional infor-
mation on rate structures.

WATER CHARGES

Figure C displays the year in which the 2016 survey'’s utili-
ties have most recently updated their rates. A clear majority
of respondents, 83%, have updated their rates within the
past two years (2014 and 2015).

As mentioned previously, all charges in this survey are
based on the assumption that the utility residential cus-
tomer uses 15 ccf?, or 11,220 gallons, per month. For utilities
that do not bill monthly, the charge was calculated on the
assumption of 15 ccf per month usage. It should be noted
that the average usage can vary significantly from agency
toagency. Thus, an agency with a lower average usage than
15 ccf per month will have higher bills since the rate struc-
ture of that agency was designed for their level of usage.

Figure D shows the average monthly water charges for 15
ccfby county. Based on our survey, the highest charges are
found in Island County, while the lowest charges are in Spo-
kane County. Only one agency responded for Island County.

1 ccf = 100 cubic feet = 748 gallons of water

FIGURE A:
2015 WATER BILLING FREQUENCY

Bi-Monthly
51% 49%

Monthly

FIGURE B:
2015 WATER RATE STRUCTURE

Uniform Inclining
35% 58%

/
Other 2%

Declining 5%

FIGURE C:
RATE UPDATE FREQUENCY

Not Reported
12%

Prior to
2012 2% —

2012
0%

3%



2016 WASHINGTON/OREGON WATER AND WASTEWATER RATE SURVEY

Spokane
Franklin
Clark
Yakima
Benton
Chelan
Kittitas
Grays Harbor
Pierce
Whatcom
Kitsap
Whitman
Thurston
Cowlitz
Snohomish
Walla Walla
Clallam
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King

Skagit

Island

FIGURE D:
2015 AVERAGE MONTHLY WATER CHARGES COMPARISON BY COUNTY
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*For Spokane County, utilities with no variable charge were not included in "average variable" charge calculation.
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FIGURE E:
2015 WASTEWATER
BILLING FREQUENCY

Monthly
46%

Bi-Monthly

54%

FIGURE F:
2015 WASTEWATER RATE STRUCTURE

Fixed and
Variable
38%

Fixed Only
62%

Other 0%
Not Reported 0%

FIGURE G:
RATE UPDATE FREQUENCY

Not Reported
14%

Prior to
2012 4% —
2012 0%
2013 5%

WASTEWATER BILLING FREQUENCY

As shown in Figure E, 46% of the agencies in our
sample bill monthly, and roughly 54% have a
bi-monthly rate structure.

WASTEWATER RATE STRUCTURE

Figure F demonstrates that fixed rate structures and
fixed and variable rate structures combine to constitute
100% (62% fixed only and 38% fixed and variable) of
the rate structures among utilities in this year’s survey.

WASTEWATER CHARGES
Figure G displays the year in which the 2016 survey'’s
utilities have most recently updated their rates. A

clear majority of respondents, 77%, have updated
their rates within the past two years (2014 and 2015).

As mentioned previously, all charges in this survey
are based on the assumption that the utility residen-
tial customer uses 8 ccf, or 5,984 gallons, per month.
For utilities that do not bill monthly, the charge was
calculated on the assumption of 8 ccf per month usage.

Figure H shows the average monthly wastewater
charges for 8 ccf by county. Based on our survey, the
highest charges are found in Lewis County, while the
lowest charges are in Benton County. Only one agency
responded for Lewis County.
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FIGURE H:
2015 AVERAGE MONTHLY WASTEWATER CHARGES COMPARISON BY COUNTY

Benton [ Average Fixed

Chelan . Average Variable

Franklin
Kittitas

Grays Harbor
Clark
Whatcom
Spokane

Whitman

Yakima
Walla Walla
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Clallam

Cowlitz

King

Lewis

*For King, Pierce, and Snohomish Counties, utilities with no variable charge were not included in "average variable"” charge
calculation.
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OREGON

RVAYE

SURVEY
RESULIS

41 AGENCIES IN OREGON REPORTED WATER RATES IN THE
2016 SURVEY, AND 41 AGENCIES REPORTED WASTEWATER RATES.
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WATER BILLING FREQUENCY

As shown in FigureI, a large majority, 81%, of the utility
survey's respondents has a monthly billing structure.
Monthly billing is predominantly becoming more pop-
ular as it helps convey information on consumption
and pricing to the agency’s customer base faster. Also,
as rates increase and bills get larger, customers may
find it easier to pay smaller monthly bills than larger
bi-monthly bills.

WATER RATE STRUCTURE

Figure ] demonstrates that inclining and uniform rate
structures combine to constitute approximately 93%
(48% uniform and 45% inclining) of the rate structures
among utilities in this year’s survey. While uniform,
inclining, and declining rate structures are well known
and have been in use by agencies for many years, the
number of agencies utilizing water budget-based rate
structuresisincreasing, especially in agencies that target
water conservation and efficiency. Water budget-based
rate structures are a type of inclining rate structure in
which the block definition is different for each customer
based on an efficient level of water use by that customer.
The tiers are typically set based upon efficient indoor and
outdoor use allocations. Please contact RFC if you need
additional information on rate structures.

WATER CHARGES

Figure K displays the year in which the 2016 survey's
utilities have most recently updated their rates. A clear
majority of respondents, 81%, have updated their rates
within the past two years (2014 and 2015).

As in the Washington Rate Survey Results section, all
charges in this survey are based on the assumption
that the utility customer uses 15 ccf, or 11,220 gallons,
per month. For utilities that do not bill monthly, the
charge was calculated on the assumption of 15 ccf per
month usage. It should be noted that the average usage
can vary significantly from agency to agency. Thus,
an agency with a lower average usage than 15 ccf per
month will have higher bills since the rate structure of
that agency was designed for their level of usage.

Figure L shows the average monthly water charges for 15
ccf by county. Based on our survey, the highest charges
are found in Columbia County, while the lowest charges
are in Malheur County. Only one agency responded for
Columbia County.

2016 WASHINGTON/OREGON WATER AND WASTEWATER RATE SURVEY

FIGURE I:
2015 WATER BILLING FREQUENCY

Monthly

81%

/ Bi-Monthly
17%

Quarterly
2%

FIGURE J:
2015 WATER RATE STRUCTURE

Inclining
45%
Uniform
48%

I

Declining 7%

FIGURE K:
RATE UPDATE FREQUENCY

Not
Reported —
7%

Priorto _—
2012 7%

2012 2%

2013 2%

2014 5%

*Sums in Figure K do not add to 100% due to rounding
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Malheur
Umatilla
Josephine
Douglas
Union
Marion
Polk

Lane
Jackson
Benton
Deschutes
Clackamas
Yambhill
Coos
Multhomah
Lincoln
Washington
Linn

Columbia

FIGURE L:
2015 AVERAGE MONTHLY WATER CHARGES COMPARISON BY COUNTY
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*For Multnomah County, utilities with no fixed charge were not included in "average fixed" charge calculation.
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FIGURE M:
2015 WASTEWATER
BILLING FREQUENCY

Monthly
86%

/ Bi-Monthly

Quarterly 12%
2%

FIGURE N:
2015 WASTEWATER RATE STRUCTURE

Fixed and
Variable
64%

Fixed Only
34%

Other 2%/ Not Reported 0%

FIGURE O:
RATE UPDATE FREQUENCY

Not
Reported —
7%

Prior to /

2012 3%
2012 0%

2013 0%

WASTEWATER BILLING FREQUENCY

As shown in Figure M, a large majority, 86%, of the
utility survey’s respondents has a monthly billing
structure.

WASTEWATER RATE STRUCTURE

Figure N demonstrates that fixed rate structures
and fixed and variable rate structures combine to
constitute 98% (34% fixed only and 64% fixed and
variable) of the rate structures among utilities in
this year's survey.

WASTEWATER CHARGES
Figure O displays the year in which the 2016 survey's

utilities have most recently updated their rates. A
clear majority of respondents, 90%, have updated
their rates within the past two years (2014 and 2015).

As in the Washington section, all charges below are
based on the assumption that the utility customer
uses 8 ccf, or 5,984 gallons, per month. For utilities
that do not bill monthly, the charge was calculated on
the assumption of 8 ccf per month usage.

Figure P shows the average monthly wastewater
charges for 8 ccf by county. Based on our survey, the
highest charges are found in Multnomah County,
while the lowest charges are in Umatilla County.
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Umatilla
Josephine
Union
Jackson
Benton
Malheur
Washington
Polk

Lane
Marion
Deschutes
Columbia
Lincoln
Clackamas
Linn
Yamhill
Coos

Multnomah

FIGURE P:
2015 AVERAGE MONTHLY WASTEWATER CHARGES COMPARISON BY COUNTY
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. Average Variable

*For Multnomah County, utilities with no fixed charge were not included in "average fixed" charge calculation.

**For Union, Umatilla, Polk, Clackamas, Jackson, Malheur, and Multnomah Counties, utilities with no variable charge were not

included in "average variable" charge calculation.
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2016 WASHINGTON/OREGON WATER AND WASTEWATER RATE SURVEY
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