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February 2014 Water Rate Proposal

INTRODUCTION
Purpose of Study

The purpose of this rate study is to provide background information and technical analyses in support
of the Eugene Water & Electric Board (EWEB) management proposal for revised water rates. The
study includes documentation of water system revenue requirements, projected system loads and sales,
and unit costs for serving water customers during the twelve-month period beginning January 2014.
The most recent changes to water rates occurred in February 2013, with an overall average increase of
20%. As proposed, the 2014 Water Rate Proposal is for an overall average increase of 3%. This
increase is included in the 2014 proposed budget.

In 2012 a comprehensive rate design study was performed and incorporated into the 2013 rate
proposal. The study was recommended by management in an effort to design rates that reduced
revenue volatility; provided adequate funds for operations and capital infrastructure projects and
reserves; maintained systems and level of service; and provided for cost-based, equitable and simple
rates.

Drivers for the proposed rate increase are in part due to continued low consumption and the deferral of
10% of the recommended 30% 2013 rate increase. The 2014 proposed budget assumes net
consumption of 7.4 million kgals which is equivalent to the 2013 budget and slightly lower than actual
2012 consumption and 2013 projected consumption.

In keeping with proposed 2014 budget assumptions, anticipated expenditures, forecasted sales for the
12-month period and the results of a detailed Cost of Service study, EWEB staff is recommending the
following adjustments to water rates for each customer class:

Customer Class Rate Schedule Increase Proposed
Residential — Inside/Outside City R-1, R-2 3.0%
General Service — Inside/Outside City G-1, G-2 3.0%
River Road and Santa Clara WD 4 4.0%
Willamette Water Company WD 5 3.0%
Private Fire Lines 3.0%
Elevation Charges 3.0%
Overall Average Increase 3.0%

If approved by the EWEB Commissioners following the scheduled public hearings, revised water rates
will become effective with billings rendered on and after February 1, 2014 with the exception of the
Water Districts. Consistent with 2013, the Water Districts’ rate increase will become effective July 1,
2014.
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Establishment of Rates

EWEB is a locally regulated municipal utility operating under the authority of the Eugene City Charter
and pertinent provisions of Oregon law. Five elected Commissioners who serve without pay carry out
the responsibilities delegated to the Board pursuant to the City Charter. The EWEB Commissioners
have exclusive jurisdiction to approve annual operating budgets and establish rates for water service.

Although EWEB's water rates are not subject to regulatory review by any federal or state utility
commission or similar agency, the Board must comply with the requirements of applicable state and
federal statutes as they pertain to the development of rates and the general conduct of utility business.
Current statutes and related case law provide two general standards concerning the establishment of
water rates.

The first of these rate making standards allows EWEB to set rates at a level sufficient to recover the
ongoing costs of utility operations. These costs include annual operating expense, requirements for
capital additions, interest and amortization of outstanding debts, and additions to reserves. This
standard is intended to ensure the financial integrity of the utility, while defining the costs of operation
that can be lawfully recovered through rates.

The second standard requires that rates and charges for utility service be fair and non-discriminatory.
Rates are considered non-discriminatory when customers receiving like and synchronous service under
similar circumstances are treated equally in the development and application of specific rates. This
second standard protects the equity concerns of individual utility customers, based on established
utility policies and practice for allocating costs among customers and customer classes.

The above standards, together with the established Board policies concerning cost allocation and rate
design, allow EWEB to maintain rates at the lowest possible level consistent with sound financial prin-
ciples and traditional utility rate making practice. They also give EWEB's elected Board of
Commissioners complete authority to approve rates that are cost-based, non-discriminatory, and in
concert with the needs of EWEB customers.
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Rate Review Process

EWEB's water rates are reviewed with each annual budget cycle to ensure that they remain adequate to
cover the cost of utility operations over the budget period. When budget projections or other
forecasted operating conditions indicate the need for a rate adjustment, EWEB staff is directed to
prepare studies which determine appropriate rate levels for each customer class. This formal review
process involves several steps, all of which are coordinated with the EWEB Commissioners, General
Manager, and management of the utility's operating departments. The process also affords an
opportunity for review and comment by EWEB customers and other interested parties (see Figure 1).

Figure 1
Rate Review
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The first step in the rate review process is a detailed examination of the projected operating costs,
capital expenditures, and anticipated revenues at current rates. The purpose of this effort is to confirm
the overall revenue requirements that serve as a basis for development of proposed rates, the timing of
the proposed rate adjustment, and the period of time (or "test period") over which the new rates are
expected to remain in place.
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The next step is an assessment of the water system sales forecasts. These projections, consistent with
historical and future growth trends in the EWEB service area, are then used to estimate system sales by
rate class. Once EWEB's projected operating costs, revenue requirements, and sales forecasts have
been determined, a Cost of Service Analysis is performed. This study allocates test period costs to each
of EWEB's customer classes and rate schedules in accordance with the manner in which individual
cost items are incurred.

EWEB's cost of service procedures employ standard utility industry costing methods, consistent with
the policy guidelines established by the Board. A summary of EWEB's cost of service methodology is
contained in Section V - Cost of Service Analysis. Based on the extensive cost of service analysis
performed in 2013 by water rate design Consultants and the small change in the 2014 revenue
requirement, no Cost of Service was performed for 2014. A detailed Cost of Service will be prepared
for the 2015 rate proposal. Rate recommendations for each of EWEB’s four major customer classes
are documented in Section VI - Rate Recommendations.

Public Notice and Hearings Schedule

EWEB's rate review process is a formal, sequential procedure. The underlying objectives of this
process are to ensure that EWEB customers and the general public receive adequate notice and
explanation of pending rate change proposals, and provide an opportunity for the Board to hear and
consider all public comments prior to approval and implementation of revised rates.

Concurrent with the budget approval process, two public hearings are scheduled to provide for official
explanation of the rate proposal and gather further public comment. A related legal notice was
subsequently placed in a local newspaper.

The name of the newspaper and publication date for the legal notice was as follows:

Publication Name Date

The Register-Guard September 30, 2013
Exhibit 1 contains the text used in the published legal notice.

Customers are invited to comment on EWEB's budget and rate assumptions at public hearings
throughout the budget development process. There are two scheduled public hearings specifically for
the rate proposals. The hearings will be held during the EWEB Board meetings on Tuesday, November
5, 2013 at 6:30 p.m. and Tuesday, December 3, 2013 at 5:45 p.m. at the EWEB Headquarters, 500 East
Fourth Avenue, in Eugene.

Written comments are also welcome and may be sent to the attention of Budget, EWEB's Fiscal
Services Department, PO Box 10148, Eugene, OR 97440 or by email to Budget@EWEB.org. For
timely consideration, written comments must be received prior to December 2, 2013 to ensure delivery
to the Board prior to their scheduled action on the rate proposal.
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EXHIBIT 1

BEFORE THE EUGENE WATER & ELECTRIC BOARD

In the Matter of Consideration and NOTICE OF PUBLIC HEARINGS
Adoption of Budgets, Revised Charges for AND INVITATION TO COMMENT
EWEB Electric and Water Service

Two dates are scheduled for public hearings to seek public comment regarding proposed 2014 budget
approval and adjustments to EWEB water and electric rates. If approved, the proposed changes for
residential, general service and other customers of the Eugene Water & Electric Board would become
effective with utility billings rendered on or after February 1, 2014.

Public hearings will be held in the EWEB Community Room, 500 East 4th Avenue, Eugene, Oregon,
on the following dates and times:

*November 5, 2013 - 5:30 p.m.
December 3, 2013 - 5:30 p.m.

*Note: November 5, 2013 moved to 6:30 p.m. after public notice was sent out.

Background information concerning the budget and rate proposals will be presented at each hearing,
followed by opportunity for public testimony and comment.

Specific rate recommendations for each customer class may be obtained beginning October 29, 2013,
or by calling EWEB’s Fiscal Services Department at (541) 685-7688 or emailing budget@eweb.org
Copies of the budget document and rate proposals will be made available at the public hearing.

Written public comments are also welcome and may be brought to the hearings or mailed to: EWEB
Fiscal Services, P.O. Box 10148, Eugene, OR 97440. For timely consideration, written comments must
be received prior to the public hearing on November 5, 2013.

E-mail comments may be directed to: susan.fahey@eweb.org
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1. BACKGROUND INFORMATION
A.  Organizational Structure

The Eugene Water & Electric Board is responsible for providing electric and water service within the
City of Eugene and certain outlying areas. The specific duties delegated to the Board pursuant to the
Eugene City Charter are carried out by five elected Commissioners who serve without pay. The
Commissioners and expiration dates of their respective terms of office are as follows:

Area Term

Expires December 31,
John Simpson, President At Large 2014
John Brown, Vice President Wards 4, 5 2014
Richard Helgeson Wards 2, 3 2016
James Manning Wards 6, 7 2016
Steve Mital Wards 1, 8 2016

As EWEB's primary policy and decision-making body, the individual Board members represent a
broad range of professional experience and community perspectives on matters concerning local utility
service. The Board meets regularly on the first Tuesday of each month. A second meeting is
occasionally held on the third Tuesday of the month. All meetings are open to the public and provide
opportunities for public participation.

Under the direction of General Manager Roger Gray and the leadership staff, EWEB employed 524
combined electric and water personnel as of third quarter 2013. EWEB's organization chart is shown
as Figure 2. The executive and leadership staff, responsible for each of the major operating areas, is as
follows:

Executive Department
Roger Gray General Manager

Leadership Team
Steve Newcomb
Cathy Bloom
Lena Kostopulos
Matt Sayre

Erin Erben
Lance Robertson
Mark Freeman
Mel Damewood
Roger Kline
Dave Churchman
Brad Taylor
Todd Simmons

Areas of Responsibility

Environmental Management

Financial Services

Human Resources

Information Services

Power Resources & Strategic Planning

Public Affairs

Customer Service & Energy Management Services
Engineering

Generation & Fleet Services

Trading & Power Operations

Water Operations

Electric Transmission & Distribution Operations
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The utility's business priorities are reviewed annually by the Board, General Manager and a planning
group made up of the leadership staff and other key personnel. Major organizational goals, strategic
issues, opportunities, and planning contingencies for the coming year are then documented in the
annual EWEB Strategic Plan. Each work unit derives from the Strategic Plan annual performance
targets to address management priorities through ongoing work plans and schedules. The General
Manager meets weekly with the Leadership Team members who hold regular meetings with their
department staff to maintain employee productivity and efficient operations.

EWEB places a high value on quality service and responsiveness to the needs of its customers.
Because of its standards for reliability and design, water service interruptions are infrequent and
limited to short duration. Feedback was invited in the recently completed Customer Survey Report
where over 1,300 EWEB customers ranked the level of importance and performance satisfaction to
core functions of the utility. The survey included questions designed to specifically determine
customer spending priorities. The successful Customer Care program continues to assist restricted-
income customers in paying their bills. Other feedback comes from the comment forms at the office
lobby, on the back of monthly bills, and via online Ask Us. These and other activities reaffirm EWEB's
longstanding commitment to the citizens of the Eugene community.
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Figure 2
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B. Water System Highlights

EWEB is the largest publicly owned utility in the state of Oregon. Founded by the citizens of Eugene
in 1911, EWEB has remained a successful provider of essential utility services to the local community
for over 100 years.

The Water System provides water to all areas within the city, two water districts, and the City of
Veneta. Water is supplied from the McKenzie River and is treated at the Hayden Bridge Filtration
Plant, one of the largest treatment plants in Oregon. Water is pumped from the Hayden Bridge
Filtration Plant into the distribution system through two large transmission mains. The water
distribution system consists of 26 enclosed reservoirs with a combined storage capacity of 94 million
gallons, 31 pump stations, and approximately 800 miles of distribution mains.

C. Retail Rate Change

A comparison of current monthly residential bills for selected Northwest communities is shown in
Figure 3. Sample bills are calculated using EWEB's monthly average single family residence
consumption of 9 Kgals. A bill of $31.13 for EWEB in the figure is calculated using the existing
residential rate.

Monthly Residential - House (9.0 kgal)
80

08§40 STIN0
10 e g0 S

8 —

X s 1 1 1 1 [

414
§3826 S92 iy

Dollars

) $36.22 — 93637 —
s34y 307 $§9 A

30—7$26I50—$27.46—$27.82—_7 - - - - - - - 4 1 4 — —

R e R e T e T e I e i R I e I e i e T [ [ S (R S S O S () S I

0 SUB  0OCottage EWEB  OEWEB Corvalis (Salem  Everett 0OTacoma Juncfon OTVWD* OVeneta OPortland Creswel OCoburg ¢Bellevue —Seatfle
Vancouver Grove (Proposed) City

{ : Rates changed after July 16 Board materials.

* < Tualatin Valley Water District (VWD) serves Beaverton, portions of Hillsboro & Tigard. Northwest
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I11.  REVENUE REQUIREMENTS STUDY

This section contains a general description of EWEB's annual budgeting process. It includes the
documentation of EWEB's 2014 proposed budgeted expenses and revenue requirements which has
been designated as the test period for the current rate proposal. In addition to determining the overall
percentage revenue increase needed to sustain operation of the water utility, the test period revenue
requirements are a primary input to the Cost of Service Analysis (see Section V).

A.  Preparation of the Annual Budget

At the beginning of each annual budget cycle, the utility's strategic priorities are identified by the
Board, General Manager and a planning group made up of the leadership team and other key
personnel. Major organizational goals, strategic issues, opportunities, and planning contingencies are
then documented in the EWEB Strategic Plan. The Strategic Plan drives specific performance targets
to address management priorities through ongoing work assignments and schedules.

Beginning with the 2012 budget development, EWEB management and staff utilized a different
approach starting with scenario based budgeting and moving to a priority based budgeting (PBB)
approach for subsequent budget development. Given the financial challenges facing both the Electric
and Water Utilities, this approach has served EWEB well in its effort to align budgets with EWEB’s
mission and strategic plan. For the 2013 budget, over 50 positions were eliminated, $4 million in non-
labor operations and maintenance was cut and over $60 million in capital costs were deferred or
eliminated.

Recognizing that EWEB’s financial challenges had not been completely addressed by the 2013 budget
work, in September 2012 the Leadership Team began identifying strategic financial initiatives and
using the PBB process to enhance financial stability. At that time, in order to meet financial targets,
“business as usual” was projected to result in 2014 rate increases of approximately 15% for the Water
Utility. Additional 2014 budget savings were realized by reducing 25 more positions, $3.6 million in
non-labor operations and maintenance and deferring or eliminating another $20 million in capital. The
additional savings allowed for a reduction of the proposed rate increase from 15% to a 3% overall
average rate increase in February. All levels of the EWEB organization are involved in preparation of
the annual Water Utility Budget in order to place responsibility for cost control on the managers who
project and incur the costs.

After anticipated expenditures have been submitted and reviewed, the results are compiled and
compared with historical costs and anticipated revenues for the budget period. When a budget deficit is
apparent, efforts are made to reduce operating and capital expenses. If a budget deficit cannot be cor-
rected through cost reductions or deferrals, the amount of the deficit becomes an additional revenue
requirement recommended for recovery through a rate adjustment.

A draft budget with explanations on variances from prior years is then discussed with the EWEB
Commissioners. The Board reviews the draft budget in detail and may suggest program adjustments
and revisions. Public hearings are held to ensure customers have the opportunity to provide feedback.
The Board approves a final budget in December which then becomes the operating plan for the next
budget year.
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All program managers are required to expend funds in a manner consistent with approved budget
estimates. As individual projects are authorized, year-to-date balances are compared to projected
budgets to ensure that costs continue to track as expected. Any significant deviations are brought to
the attention of the Board for review in accordance with Board Policy EL-1. Year-end results are
routinely checked against original budgets, with differences noted for potential input to the next year's
budget cycle.

B.  Test Period Revenue Requirements

EWEB has designated calendar year 2014 as the "test period" for development of water system costs
and revenues in this current rate proposal. This corresponds with the annual expenditures included in
the 2014 proposed Water Utility Budget. For the February 2014 rate study, staff incorporated the
projected sales, revenues and expenditure data from the proposed 2014 budget directly as a basis for
this rate proposal.

Table 1 contains a summary of the revenue requirements for the 2014 test period to be recovered
through proposed water rates. Column "a™ shows the financial results anticipated at current rates, while
column "b" indicates the results obtained under management's rate adjustment proposal. As indicated
earlier, proposed rates are designed to increase operating revenues by 3%, in order to eliminate the
deficit that would occur without a rate adjustment. Column "c" reflects the percentage share of total
revenues or costs represented by each category.
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Table 1

Water System Revenue Requirements
For 2014 Rate Test Period

Revenues at| %o of
Current Proposed Total
Rates Rates
(@) (b) (©
Revenues
Rate Revenues $ 30,677,000 | $31,625,000 | 80.54%
Bond Proceeds, Interest, and Other Income’ 7,639,000f 7,639,000 19.46%
Total 38,316,000 39,264,000] 100.00%
Expenditures
Operation & Maintenance
Source of Supply 54,000 54,000 0.30%
Pumping 1,808,000 1,808,000 9.94%
Power for Pumping 585,000 585,000 3.22%
Purification 2,776,000 2,776,000 15.27%
Transmission & Distribution 7,119,000 7,119,000 39.15%
Customer Accounting 1,669,000 1,669,000 9.18%
Conservation 239,000 239,000 1.31%
Administrative & General 3,933,000 3,933,000f 21.63%
Subtotal 18,183,000 18,183,000] 46.31%
Other Expenditures
Construction & Capitalz 12,728,000 12,728,000] 69.28%
Debt Service, Interest, and Amortization 5,697,000 5,697,000 31.01%
‘Balance Sheet Changes (53,000) (53,000)] -0.29%
Subtotal 18,372,000 18,372,000] 46.79%
To Working Cash/Operating R 2,709,000 2,709,000 6.90%
Revenue Requirements 39,264,000 39,264,000] 100.00%
Surplus / (Deficiency) ($948,000) $0
As a % of Rate Revenue -3% 0%
“Includes System Development Charge Revenue
*Includes Contribution In Aid
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IV. SYSTEM SALES AND REVENUE FORECAST
A. Overview of EWEB's Forecasting Process

EWEB routinely prepares both short and long-range water system sales forecasts as part of its ongoing
planning activities. Annual projections of total system water sales are prepared using both historical
sales data from EWEB records and projected economic and demographic data for the Eugene area. The
annual sales forecast forms the basis for revenue projections in the water cost of service analysis.

Basic growth projections for EWEB's system are developed through application of various forecasting
methods, which include trending and econometric analysis. System forecasts are examined regularly
and adjusted for changing local economic conditions and customer characteristics. The resulting base
forecasts become a key input to water resource planning, facilities design and preparation of annual
budgets. They also become an integral part of the rate development process as a basis for allocation of
operating costs and design of proposed rates for each customer class.

Actual consumption may vary considerably from year to year due to changes in local weather patterns,
the economy and commercial activities. The twelve-month period from January through December
2014 was selected for analysis, corresponding with the test period budget and revenue requirements
documented in Section Il - Revenue Requirements Study. The remainder of this section describes how
the system sales forecast is applied to the development of rates and the results obtained for the 2014
test period.

B.  Methodology and Procedures

In order to develop appropriate water rates, EWEB's annual system forecast must be translated into a
detailed projection of monthly water sales and customer use characteristics for the upcoming rate
period. This is done in a manner consistent with original forecast assumptions to arrive at a monthly
estimate of customer counts and consumption patterns for each of EWEB's major customer classes.

Projection of monthly customer sales relies on historical data collected by EWEB's Fiscal Services
Department from a number of internal sources. Monthly historical sales statistics are obtained from
EWEB financial statements and accounting records. In addition, Fiscal Services maintains a detailed
record of customer billing statistics for each rate classification. Other local agencies are consulted as
necessary for additional data pertinent to the forecasting of utility sales.

Once the basic forecasting data is assembled, it is reviewed for consistency with recent historical
trends, budget assumptions and conditions expected to prevail over the rate test period. Such review
ensures that the sales forecast used in the rate design process remains consistent with projections used
to prepare the EWEB revenue requirements discussed in Section IlI.

The next step in the forecasting process is to divide the total system forecast into component parts by
month and rate class groupings. Historical customer sales statistics were used to calculate current class
contribution to annual system sales and typical monthly distribution of consumption for each class.
These historical ratios or "spread factors" are then applied to the initial aggregate utility forecast to
produce a monthly projection of consumption by rate class.
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C. 2014 Forecast Results

The results of EWEB's forecast of sales for the 2014 rate test period are summarized briefly below:

Table 2

Test Period Forecast of Water Utility
Customers & Sales by Rate Class

For January through December 2014

Kgal Sales
% of
Customer Class Count | (1,000
Sales
Gallons)

Residential - Inside City ** 46,196 | 3,595,681 | 48.2%
Residential - Outside City ** 490 47,634 0.6%
General Service - Inside City ** 5191 | 2,948,749 | 39.5%
General Service - Outside City ** 199 137,322 1.8%
Water Districts 2 614,184 8.2%
Willamette Water Company 1 27,392 0.4%
City of Veneta 1 96,000 1.3%
Private Fire Lines 1,010 N/A N/A
Total 53,090 | 7,466,962 | 100.0%

** Elevation number of customers and consumption sales are included in the

above customer classes
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V. COST OF SERVICE ANALYSIS

This section documents the procedures used in development of EWEB's Cost of Service study.

A.  Costing Methods and Procedures

EWEB's Cost of Service methodology uses standard water utility costing procedures to allocate the test
period revenue requirements to each customer class. The allocated costs reflect the contribution of each
rate class to total system costs during the period for which rates are being developed. Study results also
measure the degree of equity in rates charged to individual customer classes by testing the adequacy of
revenues received relative to allocated costs of service. Through this process, the Cost of Service study
apportions the test period revenue deficiency as a basis for determining appropriate rate levels and
percentage adjustments for each customer class.

The Cost of Service study begins with a detailed assessment of the Utility’s draft operating budget and
revenue requirements for the upcoming rate period. The current analysis uses the base information
contained in the 2014 proposed Water Utility Budget.

Once the total utility revenue requirement has been determined, individual line item costs are grouped
according to major utility functions, such as power for pumping, transmission, distribution or customer
accounting. Each line item expense is then classified according to its contribution to system peak
demands, total water consumption or number of customers for each rate class. Specific items are also
identified for direct assignment when they are clearly associated with service to particular rate classes.

The Cost of Service model breaks down the various demand and customer costs into sub-components
to assign costs to individual rate classes. Demand-related costs are segregated into peak-day and peak-
hour components, while basic customer costs are sub-classified as relating to either "meters and
services" or "billing and collecting.”

After classification and sub-classification, each cost category is distributed to one or more rate classes
through a detailed allocation procedure. Several related analyses are conducted to develop the many
allocation factors applied in this step. For example, calculating the class contribution to peak-day
demand involves full examination of all customer loads during the test period. Accordingly, the
allocation step relies on the sales projections and available load data.

When all of the allocation factors have been developed, they are then applied to yield a segregation of
total system costs assigned to the different rate classes. The final step is to combine the calculations in
a summary table showing the total allocated costs and recommended percentage adjustments for each
customer class. These results can then be represented as unit costs, which form the basis for actual rate
design.

Detailed information on specific proposed budget revenue requirements, functional categorization of
expenses, and classification of expenses and allocation of the revenue requirement to customer classes
is available upon request for the cost of duplication.

Page | 15
November 2013




February 2014 Water Rate Proposal

B. Cost of Service Summary

As documented previously in Section IllI, Revenue Requirements Study, EWEB projects total
operating costs, capital costs, and reserve deposits for the Water Utility to be $39.2 million for the
2014 rate test period. A net revenue requirement of $31.6 million remains after applying a $7.6 million
credit for bond proceeds, interest earnings and other non-rate revenues. At current rates, offsetting
water sales revenue of $30.7 million leaves a remaining budget deficit of approximately $900,000 to
be recovered through the proposed rate increase.

This $900,000 deficit translates directly to an increase in required rate revenues during the test period.
In the test period 2014, a Cost of Service study was not performed. Given the extensive nature of the
work performed in 2013, and the small increase in revenue requirements, a Cost of Service study was
not necessary for 2014. Accordingly, management is recommending a 3% increase across the classes.
The Water District rate increase is slightly higher due to the July 1% implementation date.
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VI.

RATE RECOMMENDATIONS

The purpose of this section is to present staff’s proposal for revisions to each of EWEB’s published

water rate schedules. Outside city rates for each retail class have a rate differential of 30%.

For each customer class tables showing projected billing units, current and proposed rates and

projected revenue, and a summary of anticipated customer impacts follow.

Revenue requirements and proposed increases for each of EWEB’s major customer classes are shown

in the table below.

Table 3
2014 Proposed Revenue
by Customer Class

Proposed |Proposed
Rate Revenue
Customer Class Schedule (s)| Requirement Rate Rate
Revenue Change
Residential ** R-1,R-2 |$ 17,206,039 | $ 17,600,126 3.0%
General Service ** G-1, G-2 11,046,913 11,484,921 3.0%
Water Districts 4 1,534,783 1,631,154 4.0%
Willamette Water Company 5 93,081 100,175 3.0%
City of Veneta 87,000 89,610 3.0%
Private Fire Lines 709,000 721,756 3.0%
Total $30,676,816 | $31,627,742 | 3.0%
**Elevation Charges included in Residential and General Service
Page | 17
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A. Residential Service — Schedules R-1 and R-2

Residential customers are served under Schedule R-1, which applies to single family and smaller
multi-family dwellings inside the City of Eugene. The rate schedule consists of a fixed monthly basic
charge depending on meter size and a 3-tiered usage rate applied to all monthly metered consumption.
Residential customers outside the City of Eugene are served under Schedule R-2, which includes a
30% rate differential from R-1.

The rate increase for residential customers varies depending on consumption and meter size as
illustrated in Table 4. The $1, $3 or $5 elevation monthly base charge depending on pumping level is
proposed to remain the same. Table 5 provides information on rate and monthly bill comparison using
current and proposed rates for a residential customer within the City of Eugene and outside of an
elevation zone. Tables 6-9 provide information on the calculation of revenues at current and proposed
rates.
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Table 4
Water
Residential Service -Within City Limits, SCHEDULE R-1
Existing vs. Proposed Rates

Existing Proposed
Rates Rates
Basic Charge
5/8" $16.50 $17.00 per month
3/4" $17.17 $17.69 per month
1" $22.27 $22.94 per month
1-1/2" $34.08 $35.10 per month
2" $61.06 $62.89 per month
3" $137.55 $141.68 per month
Volume Charge
First 8 kgal $1.510 $1.555 per kgal
Next 22 kgal $2.550 $2.627 per kgal
over 30 kgal $4.130 $4.254 per kgal
Elevation Charge
Pumping Level 1 $0.220 $0.231 per kgal
Pumping Level 2 $0.440 $0.462 per kgal
Pumping Level 3 $0.650 $0.683 per kgal
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Table 5

EUGENE WATER & ELECTRIC BOARD
Rate and Monthly Bill Comparison

RESIDENTIAL SERVICE WITHIN CITY LIMITS
SCHEDULE R-1

Monthly Monthly Bill Monthly Bill
Meter Kgal at Present  at Proposed Dollar Percent
Size Level Rates Rates Difference Difference
5/8 inch
0 $16.50 $17.00 $0.50 3.0%
1 $18.01 $18.56 0.54 3.0%
2 $19.52 $20.11 0.59 3.0%
3 $21.03 $21.67 0.63 3.0%
4 $22.54 $23.22 0.68 3.0%
5 $24.05 $24.78 0.72 3.0%
6 $25.56 $26.33 0.77 3.0%
7 $27.07 $27.89 0.81 3.0%
8 $28.58 $29.44 0.86 3.0%
9 $31.13 $32.07 0.94 3.0%
10 $33.68 $34.69 1.01 3.0%
12 $38.78 $39.95 1.17 3.0%
15 $46.43 $47.83 1.40 3.0%
20 $59.18 $60.96 1.78 3.0%
25 $71.93 $74.10 2.17 3.0%
30 $84.68 $87.23 2.55 3.0%
35 $105.33 $108.50 3.17 3.0%
40 $125.98 $129.77 3.79 3.0%
45 $146.63 $151.04 441 3.0%
PRESENT RATES PROPOSED RATES
Basic Charge Basic Charge
5/8" $16.50 5/8" $17.00
1" 22.27 1" 22.94
11/2" 34.08 11/2" 35.10
2" 61.06 2" 62.89
Volume $/gallons Volume $/gallons
First 8,000 gallons $1.51 First 8,000 gallons $1.56
Next 22,000 gallons $2.55 Next 22,000 gallons $2.63
All over 30,000 gallon:  $4.13 All over 30,000 gallons $4.25
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Table 6

Calculation of the Revenues at Present and Proposed Rates
SCHEDULE R-1 - Residential Water Service Inside City Limits
Estimated 12 Months Ended December 31, 2014

Projected Projected Revenue @ Proposed
Meter Active Annual Existing Existing Proposed Annual
Size Services Consumption Charge Rates ™ Charge Revenue ™
BASIC CHARGE
5/8" 42,401 508,812 $16.50 $8,237,666 $17.00 $8,628,604
3/4" 218 2,616 $17.17 $44,073 $17.69 $46,164
1" 3,477 41,724 $22.27 $911,739 $22.94 $954,819
1-1/2" 94 1,128 $34.08 $37,720 $35.10 $39,497
2" 6 72 $61.06 $4,314 $62.89 $4,517
Total 46,196 554,352 $9,235,512 $9,673,600
VOLUME CHARGE
Lg
First 8,000 gallons 63.3% 2,277,603 $1.510 $3,408,231 $1.555 $3,533,935
r
Next 22,000 gallons 28.6% 1,028,173 2.550 2,616,247 2.627 2,699,598
Ls
Over 30,000 gallons 8.1% 289,905 4.130 1,193,833 4.254 1,232,380
Total 3,595,681 $7,218,310 $7,465,913
Total Calculated Revenue $16,453,822 $17,139,513
Revenue Increase $685,691
Recent Increase Over Present Rates 4.2%

[1] Present and proposed revenues include one month at prior rates and eleven months at existing/proposed rates
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Table 7
Calculation of the Revenues at Present and Proposed Rates
SCHEDULE R-2 - Residential Water Service Outside City Limits
Estimated 12 Months Ended December 31, 2014

Projected  Projected Revenue @ Proposed
Meter Active Annual Existing  Existing Proposed  Annual
Size Services Consumption Charge Rates 1 Charge Revenue [
BASIC CHARGE

5/8" 424 5,088 $21.45 $107,336 $22.10 $112,169

3/4" 2 24 $22.30 $528 $23.00 $551

1" 59 708 $28.95  $20,197 $29.80  $21,048

1-1/2" 4 48 $44.30 $2,096 $45.65 $2,186

2" 1 12 $79.40 $940 $81.75 $979

Total 490 5,880 $131,097 $136,933

VOLUME CHARGE

First 8,000 gallons 62.9% 29,969 $1.963 $60,382 $2.022 $60,466
Next 22,000 gallons 28.9% 13,758 $3.315 45,453 3.415 46,960
Over 30,000 gallons 8.2% 3,907 $5.369 20,728 5.530 21,591
Total 47,634 $126,563 $129,017
Total Calculated Revenue $257,659 $265,949
Revenue Increase $8,290
Recent Increase Over Present Rates 3.2%

[1] Present and proposed revenues include one month at prior rates and eleven months at existing/proposed rates

Page | 22
November 2013




February 2014 Water Rate Proposal

Calculation of the Revenues at Present and Proposed Rates
ELEVATION CHARGES - Consumption Charges
Estimated 12 Months Ended December 31, 2014

Projected Projected Revenue @ Proposed
Pumping Active Annual Existing Existing Proposed Annual
Level Services Consumption Charge Rates Charge Revenue
Residential Inside City
1 All KGAL 414,112 $0.220 $90,718 $0.231 $95,410
2 All KGAL 212,170 $0.440 $92,947 $0.462 $97,766
3 All KGAL 126,107 $0.650 $81,651 $0.683 $85,903
Total 752,389 $265,317 $279,079
Residential Inside City
1 All KGAL . 2,420 $0.220 $530 $0.231 $558
2 All KGAL 7,271 $0.440 $3,186 $0.462 $3,351
3 All KGAL 12,540 $0.650 $8,120 $0.683 $8,543
Total 22,231 $11,836 $12,451
General Service Inside City
1 All KGAL " 68,623 $0.220 $15,029 $0.231 $15,808
2 All KGAL " 15,075 $0.440 $6,602 $0.462 $6,945
3 All KGAL " 5991 $0.650 $3,878 $0.683 $4,080
Total 89,689 $25,509 $26,834
General Service Outside City
1 All KGAL 1,151 $0.220 $252 $0.231 $265
2 All KGAL : 0 $0.440 $0 $0.462 $0
3 All KGAL 592 $0.650 $383 $0.683 $403
Total 1,743 $634 $668
Total Calculated Revenue $303,296 $319,031

[1] Present and proposed revenues include one month at prior rates and eleven months at existing/proposed rates

Page | 23
November 2013




February 2014 Water Rate Proposal

Table 9

Calculation of the Revenues at Present and Proposed Rates

ELEVATION CHARGES - Meter Charges

Estimated 12 Months Ended December 31, 2014

Projected Projected Revenue @ Proposed
Pumping Active  Annual Existing Existing Proposed Annual
Level  ServicesConsumption Charge Ratest™ Charge Revenuéd"
Residential Inside City
1 5,565 66,780 $1.00 $66,780 $1.00 $66,780
2 2,399 28,788 $3.00 $86,364 $3.00 $86,364
3 951 11,412 $5.00__ $57,060 $5.00__ $57,060
Total 8,915 106,980 $210,204 $210,204
Residential Outside City
1 24 288 $1.00 $288 $1.00 $95,410
2 62 744 $3.00 $2,232 $3.00 $97,766
3 78 936 $5.00 _ $4,680 $5.00__ $85,903
Total 164 1,968 $7,200 $279,079
General Service Inside City
1 102 1,224 $1.00 $1,224 $1.00 $1,224
2 26 312 $3.00 $936 $3.00 $936
3 11 132 $5.00 $660 $5.00 $660
Total 139 1,668 $2,820 $2,820
General Service Outside City
1 3 36 $1.00 $36 $1.00 $36
2 1 12 $3.00 $36 $3.00 $36
3 1 12 $5.00 $60 $5.00 $60
Total 5 60 $132 $132
Total Calculated Revenue - Fixed $213,156 $213,156

[1] Present and proposed revenues include one month at prior rates and eleven months at

existing/proposed rates
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B. General Service Inside City Limits (Schedule G-1)

EWEB’s commercial and industrial customers inside the City of Eugene are presently served at
the General Service rate Schedule G-1. This rate also applies to larger multi-family residential
accounts. Under the General Service schedule, EWEB provides all distribution and service
facilities necessary to meet the water requirements of the customer.

Table 10 provides information on revenues at existing rates and revenues at proposed rates.
Table 11 provides information on monthly bill comparisons at existing and proposed rates.
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Table 10
Calculation of the Revenues at Present and Proposed Rates
SCHEDULE G-1 - General Service Water Service Inside City Limits
Estimated 12 Months Ended December 31, 2014

Projected Projected Revenue @ Proposed
Meter Active Annual Existing  Existing Proposed  Annual
Size Services Consumption Charge Ratest™ Charge Revenué”

BASIC CHARGE

5/8" 1,795 21,540 $16.50 $347,297 $17.00 $365,283
3/4" 40 480 $17.17 $8,060 $17.69 $8,470

1" 1,473 17,676 $22.27 $384,836 $22.94 $404,501

1-1/2" 1,003 12,036 $34.08 $400,989 $35.10 $421,441

2" 555 6,660 $61.06 $397,508 $62.89 $417,832

3" 101 1,212 $137.55 $162,905 $141.68 $171,299

4" 55 660 $234.85 $151,462 $241.90 $159,266

6" 99 1,188 $352.40 $409,096 $362.97 $430,162

8" 67 804 $510.10 $400,758 $525.40 $421,397

10" 3 36 $720.45 $25,344 $742.06 $26,649

Total 5191 62,292 $2,688,254 $2,826,299

VOLUME CHARGE

All KGAL (1,000 gallong)948,749 $2.590 $7,582,108 $2.668 $7,853,861
Total Calculated Revenue $10,270,362 $10,680,160
Revenue Increase $409,798
Recent Increase Over Present Rates 4.0%
Average Cost per KGAL (1,000 gallons) $3.48 $3.62

[1] Present and proposed revenues include one month at prior rates and eleven months at
existing/proposed rates
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Table 11
EUGENE WATER & ELECTRIC BOARD
Rate and Monthly Bill Comparison

GENERAL SERVICE INSIDE CITY LIMITS
SCHEDULE G-1

5/8" SERVICE 1" SERVICE 2" SERVICE 4" SERVICE 6" SERVICE
Monthly ~ Monthly ~ Monthly Monthly ~ Monthly Monthly ~ Monthly Monthly ~ Monthly Monthly ~ Monthly
Usage Bill at Bill at Percent Bill at Bill at Percent Bill at Bill at Percent Bill at Bill at Percent Bill at Bill at Percent
Level Present  Proposed Diff. Present  Proposed Diff. Present  Proposed Diff. Present  Proposed Diff. Present  Proposed Diff.
(KGAL) Rates Rates Rates Rates Rates Rates Rates Rates Rates Rates
0 $16.50 $17.00 3.0%
5 29.45 30.34 3.0%

10 42.40 43.68 3.0% $48.17 $49.62 3.0%

15 55.35 57.02 3.0% 61.12 62.96 3.0%

20 68.30 70.36 3.0% 74.07 76.30 3.0% $112.86  $116.25 3.0%

25 81.25 83.70 3.0% 87.02 89.64 3.0% 125.81 129.59 3.0%

30 94.20 97.04 3.0% 99.97 102.98 3.0% 138.76 142.93 3.0%

40 120.10 123.72 3.0% 125.87 129.66 3.0% 164.66 169.61 3.0%

50 146.00 150.40 3.0% 151.77 156.34 3.0% 190.56 196.29 3.0% $364.35  $375.30 3.0%

16 216.52 223.04 3.0% 255.31 262.99 3.0% 429.10 442.00 3.0%

100 281.27 289.74 3.0% 320.06 329.69 3.0% 493.85 508.70 3.0% $611.40  $629.77 3.0%
200 540.27 556.54 3.0% 579.06 596.49 3.0% 752.85 775.50 3.0% 870.40 896.57 3.0%
250 669.77 689.94 3.0% 708.56 729.89 3.0% 882.35 908.90 3.0% 999.90  1,029.97 3.0%
500 1356.06  1,396.89 3.0% 1529.85 1,575.90 3.0% 164740 1,696.97 3.0%
750 2177.35  2242.90 3.0% 229490  2,363.97 3.0%
1,000 282485  2909.90 3.0% 2942.40  3030.97 3.0%
1,500 423740 4364.97 3.0%
2,000 5532.40  5698.97 3.0%
2,500 6,827.40 7,032.97 3.0%
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C. General Service Outside City Limits (Schedule G-2)

EWEB also offers a General Service water rate for customers located outside the Eugene city limits.
The schedule applies to commercial and industrial customers alike, as their total number is
comparatively few.

The rate structure of this schedule is identical to General Service (Schedule G-1). The only distinction
is a differential in the rates themselves. EWEB and other water utilities typically charge a higher rate to
retail customers outside the city boundary in recognition of cost differences for serving non-municipal
customers. Rate schedule G-2 includes a 30% rate differential from rate schedule G1.

Table 12 provides information on revenues at existing rates and revenue at proposed rates. Table 13
provides information on monthly bill comparisons at existing and proposed rates.
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Table 12
Calculation of the Revenues at Present and Proposed Rates
SCHEDULE G-2- General Service Water Service Outside City Limits
Estimated 12 Months Ended December 31, 2014

Projected Projected Revenue @ Proposed
Meter Active Annual Existing  Existing Proposed  Annual
Size Services  Consumption Charge  Rates t Charge Revenue 1
BASIC CHARGE
5/8" 82 984 $21.45  $20,758 $22.10  $21,693
3/4" 0 0 $22.30 $0 $23.00 $0
1" 40 480 $28.95  $13,693 $29.80  $14,270
1-1/2" 18 216 $44.30 $9,434 $45.65 $9,836
2" 14 168 $79.40  $13,162 $81.75 $13,701
3" 5 60 $178.80  $10,544 $184.20  $11,025
4" 3 36 $305.30  $10,781 $314.45  $11,293
6" 8 96 $458.10  $43,155 $471.85  $45,188
8" 22 264 $663.15 $171,769 $683.00 $179,875
Total 192 2,304 $293,296 $306,881
VOLUME CHARGE
All KGAL (1,000 gallons) 137,322 $3.367 $454,159 $3.468 $475,059
Total Calculated Revenue $747,455 $781,940
Revenue Increase $34,485
Recent Increase Over Present Rates 4.6%
Average Cost per KGAL (1,000 gallons) $5.44 $5.69

[1] Present and proposed revenues include one month at prior rates and eleven months at
existing/proposed rates
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Table 13
EUGENE WATER & ELECTRIC BOARD
Rate and Monthly Bill Comparison

GENERAL SERVICE OUTSIDE CITY LIMITS

SCHEDULE G-2

5/8" SERVICE 1" SERVICE 2" SERVICE 4" SERVICE 6" SERVICE
Monthly ~ Monthly ~ Monthly Monthly ~ Monthly Monthly ~ Monthly Monthly ~ Monthly Monthly ~ Monthly
Usage Bill at Bill at Percent Bill at Bill at Percent Bill at Bill at Percent Bill at Bill at Percent Bill at Bill at Percent
Level Present  Proposed Diff. Present  Proposed Diff. Present  Proposed Diff. Present  Proposed Diff. Present  Proposed Diff.
(KGAL) Rates Rates Rates Rates Rates Rates Rates Rates Rates Rates

0 $21.45 $22.10 3.0%

5 38.29 39.44 3.0%

10 55.12 56.78 3.0% $62.62 $64.48 3.0%

15 71.96 74.12 3.0% 79.46 $81.82 3.0%

20 88.79 91.46 3.0% 96.29 $99.16 3.0% $146.74  $151.11 3.0%

25 105.63 108.80 3.0% 11313  $116.50 3.0% 16358  $168.45 3.0%

30 122.46 126.14 3.0% 129.96  $133.84 3.0% 180.41  $185.79 3.0%

40 156.13 160.82 3.0% 163.63  $168.52 3.0% 214.08  $220.47 3.0%

50 189.80 195.50 3.0% 197.30  $203.20 3.0% 24775  $255.15 3.0% $473.65  $487.85 3.0%

75 281.48  $289.90 3.0% 331.93  $341.85 3.0% 557.83 574.55 3.0%

100 365.65  $376.60 3.0% 416.10  $428.55 3.0% 642.00 661.25 3.0% $794.80  $818.65 3.0%
200 702.35  $723.40 3.0% 752.80  $775.35 3.0% 978.70  1,008.05 3.0% 1131.50 $1,165.45 3.0%
250 870.70  $896.80 3.0% 921.15  $948.75 3.0% 1147.05 1,181.45 3.0% 1,299.85 $1,338.85 3.0%

500 1,762.90 $1,815.75 3.0% 1988.80 2,048.45 3.0% 241.60 $2,205.85 3.0%

750 2,830.55 2,915.45 3.0% 2983.35 $3,072.85 3.0%
1,000 3672.30 3,782.45 3.0% 3825.10 $3,939.85 3.0%
1,500 5508.60 $5,673.85 3.0%
2,000 7192.10 $7,407.85 3.0%
2,500 8875.60 $9,141.85 3.0%
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D. Sale of Surplus Water (Schedules 4 and 5)

EWEB provides firm surplus wholesale water to Santa Clara and River Road Water Districts and surplus
wholesale water to Willamette Water Company and the City of Veneta. Each district has two contractual
agreements with EWEB, one is for the service to be provided by EWEB and a second is for the supply
of firm surplus water. Rates include a basic and a volume charge. The proposed annual rate increase
averages approximately 4.0 % for River Road and Santa Clara Water Districts. Willamette Water
Company is a surplus water agreement. Willamette Water Company’s proposed rate increase is
approximately 3%. EWEB began supplying water to the City of Veneta beginning in October of 2013.
The proposed rate increase for the City of Veneta is 3%. Tables 14 and 15 provide information on
revenues at existing rates and revenue at proposed rates.
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Table 14
Calculation of the Revenues at Present and Proposed Rates
SCHEDULE 4 - Service to Santa Clara and River Road Water Districts

Estimated 12 Months Ended December 31, 2014

Projected Projected Revenue @ Proposed
Meter Active Annual Existing  Existing Proposed  Annual
Size Services  Consumption Charge  Rates . Charge  Revenug t
BASIC CHARGE
4 0 0 $0.00 $0 $460.46 $0
6" 5 60 $1,003.25 $54,800 $1,043.38 $61,399
8" 1 12 $1,732.50 $18,957 $1,801.80 $21,206
Total 6 72 $73848 $82,605
VOLUME CHARGE
Jan-April 2014 AllKGAL 385,342 $1.914  $273747 $2.580  $590412
May-June 2014  AllKGAL 118917 $2.249 193,005 $2.580 N/A
July - Dec 2014 AIIKGAL* 109,925 $2.580 994,183 $2.683 1033873
Total 614,184 $1,460,935 $1,624,285
Total Calculated Revenue $1,534,783 $1,706,890
Revenue Increase $172,107
Recent Increase Over Present Rates 11.2%
Average Cost per KGAL (1,000 gallons) $2.50 $2.78

* July 1, 2014 effective date

[1] Present and proposed revenues include one month at prior rates and eleven months at existing/proposed rates
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Table 15
Calculation of the Revenues at Present and Proposed Rates
SCHEDULE 5 - Willamette Water Company
Estimated 12 Months Ended December 31, 2014

Projected Projected Revenue @ Proposed
Meter  Active  Annual Existing Existing Proposed Annual
Size Services Consumption Charge Rates™ Charge Revenue"!

BASIC CHARGE

5/8" 5 $21.45 $1,181 $22.10  $1,323
3/4" 0 $22.30 $0 $23.00 $0
1" 1 $28.95 $322 $29.80 $357
1-1/2" 0 $44.30 $0 $45.65 $0
2" 0 $79.40 $0 $81.75 $0
3" 0 $178.80 $0 $184.20 $0
4" 0 $305.30 $0 $314.45 $0
6" 0 $458.10 $0 $471.85 $0
8" 1 $663.15  $7,207 $683.00 $8,176
Total 7 $8,710 $9,856
VOLUME CHARGE
All KGAL (1,000 gallons) 27,392 $3.280 $84,371 $3.378 $92,304
Total Calculated Revenue $93,081 $102,160
Revenue Increase $9,078
Recent Increase Over Present Rated) 9.8%
Average Cost per KGAL (1,000 gallons) $3.40 $3.73

[1] Present and proposed revenues include one month at prior rates and eleven months at existing/proposed rates
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E. Private Fire Lines

Private fire lines are separate attachments or services to the system for the provision of sufficient water
capacity to meet fire requirements. The services are typically larger than the customer’s normal
domestic line, but conduct water for emergency use only. The fire protection is usually a requirement of
the municipal fire chief, insurance companies or both. Since there is no routine water consumption for a
private fire line, the only charge for the service is a flat rate per month, based on the per-inch diameter of
the pipe.

The monthly minimum is set at a 4-inch size for customers within the city and is currently $9.99 per
month for each inch diameter of pipe with a $38.80 minimum charge. Rates charged to outside City
customers are similarly based on the 4-inch size and are $12.72 per month per inch diameter with a
$49.40 per month minimum.

In this proposal, management recommends a 3% change to fire line rates. Rates for fire lines are
contained within the Customer Service Policy & Procedures for General Service Inside and Outside
City.
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