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1.3 TECHNICAL APPROACH

The Cost of Service study progressed through essentially three major phases: Data collection and
Evaluation; Calculation of Revenue Requirements for each system; and Rate Development for selected

systems.

1.3.1 Data Collection and Evaluation

Pertinent reports and data were reviewed to create a context for the cost of service study and to identify

appropriate data to be included in the study. Although many sources of data were used in the study,

generally these sources included:

• LCRA year-end costs and revenues (FY2001-02 through FY2005-06)

• LCRA Budget (FY2006-07 through FY2009-1 0)
• LCRA records of customer service characteristics, historical and projected

• LCRA policy documents
• Interviews with appropriate Staff

1.3.2 Cost of Service Study Approach

The Cost of Service model is presented in the Appendix to this report. Tables are fully annotated for
source documents and technical approach and the results are discussed in detail in Chapter 2.0 of this

report. Below are described the general steps taken in the development of that model.

1.3.2.1 Selection of Test Year

If the Authority were to be confronted with a water or sewer rate challenge, it would be required by the

TCEQ to present a cost of service study based on a "test year", or a historical year for which actual utility

costs are known and are supported by audited cost figures. A more realistic approach to defining costs

for a governmental utility is to examine budgeted costs (which to some extent are self-regulated through

public review). This study examines an eight-year time frame: historical financial records are used for

FY2001-02 through FY2005-06; and LCRA budget figures are used for FY2006-07 through FY2009-10.

Thus, while historical information is used for reference, prospective revenue requirements are based on

forward-looking budget data and projected customer demand.
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1.3.2.2 Selection of Rate-Making Approach

Revenue requirements are performed on a "cash" basis approach. This approach is appropriate for

governmental type utilities, and is generally required by the TCEQ in rate challenges. In the cash

approach, capital costs are recovered through debt service in the rates. This contrasts with the "utility"

approach, which is used for investor-owned utilities and recovers capital costs through depreciation and

a return on investment instead of debt service.

1.3.2.3 Cost of Service Model

A fully distributed cost of service model was developed in which all utility costs were apportioned to

customer classes according to the relative cost to serve each. Model tables are fully annotated for source
documents and technical approach, and are contained in the Appendix to this report. The following
sections discuss each table contained in the rate model and offer analytical observations on service

demands, costs and rate effects.

Generally, the following steps were taken to calculate overall costs for each utility, and to allocate costs

among the various classes.

Establishing Costs
• Direct operation and maintenance (O&M) costs were identified for each utility from LCRA

accounting and budget documents
• Direct non-rate revenues for each system were determined from LCRA accounting and budget

records. (These revenues were used to offset rate requirements.)

• Operating Center O&M costs which are shared among the various systems within an operating

center were allocated among the appropriate systems by LCRA.

• Regional water and wastewater O&M costs which are shared among the systems within each

region were allocated among the systems by LCRA.

• Water/Wastewater Common O&M costs, shared by all systems, were allocated among the

systems by LCRA.
• Overhead O&M costs were allocated among the systems by LCRA.

• Direct debt service costs were identified for each system from LCRA accounting and budget

records.
• Based on total O&M and debt service costs, an operations reserve was calculated for each

system based upon LCRA Policy 301. Since all reserve requirements are currently funded, and
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future increases in debt service will have debt-financed reserves, the cost of service study only

calculates a reserve for annual increases in O&M costs.

• Revenue requirements were tested for a times coverage of 1.25; if the coverage was not met
with a combination of O&M, debt service and operations reserve requirements, an additional
times coverage amount was added to revenue requirements.

• A three percent surcharge for community development was added to revenue requirements to
contribute to legislatively mandated LCRA services to the public.

Revenue Requirements Allocated Among Customer Classes in Selected Systems

• Costs and revenues were divided functionally. For water, costs were divided into three

categories: base, or average demand costs; extra capacity costs (which are related to peak
demand); and customer costs (those related to billing, meter reading, account maintenance,

etc.). For sewer, costs were divided into customer-related costs, capacity-related costs (capital

costs) and flow-related costs (all other costs).
An assessment was made regarding whether there were any costs or revenues pertaining
uniquely to one or more customer classes. For example, retail customer service costs were not
allocated to wholesale customers.
Costs were allocated to each customer class according to the relative usage characteristics
(average demand, peaking, meter size, etc.) of each group.

2.0 COST OF SERVICE MODEL

The sections below describe in detail the cost of service tables contained in the Appendix and more
completely relate the methodology used in the study.

2.1 SERVICE DEMAND: GALLONS BILLED (Table 1)

The first step in the cost of service analysis was to examine historical patterns of service demand for each

of the customer classes for each utility. This service demand data is shown for each customer class in

Table 1W (water) and Table 1S (sewer).

Figure 1 shows historical water gallons billed by retail and wholesale during the study period. As can be
seen in the figure, usage has risen sharply during the study period; seasonal peaking can also be seen in

Figure 1.

5



^ri...̂ WTC Water and Sewer Cost of Service and Rate Study RIMROCK CONSULTING COMPANY

Figure 1: Water Gallons Billed by Retail and Wholesale, FY2001-FY2006
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Figure 2: Retail and Wholesale Billings as Percent of Total Demand
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Figure 3: Water Use by Class, FY2005-06
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Figure 2 shows the relative use of retail and wholesale customers in each year. Figure 3 shows water

use by class in FY2005-06. Retail Residential users comprise the largest class at 46%, followed closely

by the wholesale customer class at 38%. Commercial customers used 12% of water, while construction

(3%) and multifamily ( less than 1 %) are relatively small classes.

In regards to projected water use, Table 1W shows projected billings for FY2006-07 through FY2009-

2010. LCRA Staff provided projections of living units equivalent (LUE's) or customer counts for each

class of customers. These customer projections were multiplied by the average number of gallons per

customer over the past six years to yield projected billing volumes. For wholesale customers, LCRA

provided the number of projected billed gallons directly.

A central concept in establishing differential water rates is the peak-to-average demand ratio, which is

also shown in Table 1W. The concept of peaking is important in water cost of service analysis, because

those classes with the highest peaking factors (in this instance, peak month compared to average month)

are those classes which impose the greatest cost on the utility for creating a demand for capacity in the

system which is used only a relatively small percent of the time.

All customers demonstrate seasonal patterns, although the patterns differ from one class to another.
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Most classes have a peak month/average month ratio ranging from 1.50-1.85, resulting primarily from
summer irrigation. The highest peaking factor is for construction use, which is highly erratic, resulting in
a high peak-to-average month ratio averaging 3.39. This is followed distantly by residential (1.85),
commercial (1.74), and wholesale (1.73). Multifamily has the lowest peaking factor, with 1.49. These
comparisons are shown in Figure 4, which shows the five-year average peaking factors for each class.

Figure 4: Peak Month / Average Month Ratio
FY2000-01 - FY2004-05
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Figure 5 illustrates the number of wastewater gallons billed for each sewer class for the study period, as
presented in Table 1S. For residential customers, there is no peaking pattern as was seen with water.

That is because wastewater is billed to residential customers based on winter month water use, resulting

in a stable billing amount throughout each fiscal year. On the other hand, nonresidential customers
(commercial and multifamily) are billed based on total water use, and their billing pattern mimics the water

peaking cycles.

Because wastewater is generally not metered, and is indirectly measured through water billings, there is

not necessarily a good match between the number of gallons billed and the number of wastewater gallons
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Figure 5: Wastewater Gallons Billed by Class, FY2003 - FY2006
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treated (which is also shown in Table IS.) Currently, residential customers represent approximately 69%

of billed sewer, followed by commercial (26%) and multifamily (5%).

2.2 WATER AND SEWER CUSTOMERS (Table 1)

Another component of customer characteristics is the number of water and sewer customers. This

information is also shown in Table 1 for each utility. Figure 6 illustrates the historical number of retail

water connections and projections for the future. Similar information for sewer is shown in Figure 7. The

number of customers for water is almost triple that of sewer customers; when the number of customers
in the wholesale service areas is considered, that difference is much greater.
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Figure 6: Number of Retail Water Customers and LUEs

Figure 7: Number of Wastewater Customers and LUEs
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2.3 EQUIVALENT CONNECTIONS (Table 2-W and Table 2-S)

Table 2 for each utility shows the number of equivalent connections for each utility.

There are two different ways of looking at equivalent meters for the water system, depending on what
type of costs are being examined.

First, different meter sizes impose different maintenance costs for the utility. For example, a meter that
is two inches in diameter imposes maintenance and billing costs 2.636 times greater than a typical 5/8"
residential meter (AWWA). Thus that customer should be allocated 2.636 times the meter maintenance
charge as the customer with a 5/8" meter. Table 2W shows the number of equivalent meters on the
system based on the maintenance-related conversion factors. These figures may be used in the future
for allocating certain types of maintenance costs; however, the current study does not allocate any costs
using this data.

Another use of water meters is in estimating the total capacity demand on the system. Water meters are

available in different sizes to provide for varying service demands. Larger meter sizes have a greater

capacity potential, which is determined by the ratio of the capacity of the larger meter size to the capacity

of the smaller meters in the system. For example, a 2" meter has eight times the potential capacity of a

5/8" meter used by a typical household. Accordingly, some costs (primarily capital costs) can be allocated

according to the size of the meter since larger meter sizes require greater capacity in the system than

smaller meters. Another term for capacity equivalent connections is living units equivalent (LUE's).

Sewer LUE's in Table 2S are based on the number of water LUE's per connection applied to the number
of wastewater connections (one LUE per connection for residential, 4.12 LUE's per connection for
commercial, and 13.00 LUE's per connection for multifamily).

Figure 6 shows the number of capacity-related retail water LUE's for water, compared to the number of
customers. Figure 7 shows similar information for the wastewater utility.

2.4 REVENUE REQUIREMENTS (Table 3)

2.4.1 Separation of Water and Sewer Costs

LCRA Staff separated water and wastewater costs and provided those to the Consultant. Table 3 of each
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utility shows O&M and debt service costs, as well as various uses of times coverage (operations reserve,
community development transfer, times coverage)

2.4.2 Components of Costs Figure 8: Annual Water O&M Costs per 1,000
Gallons Billed

2.4.2.1 Operations and Maintenance

Expenses

Overall, water operations and maintenance
(O&M) costs are expected to decrease by
10% (in real dollars) from their FY2005-06

levels by FY2009-1 0, while usage is expected
to increase by 43%. Adjusted for inflation (at
3% annually), costs per 1,000 gallons are
expected to decrease by 20%.

Figure 8 shows the change, both in terms of
real dollars and adjusted for inflation ($2006). O&M Cost (Inc. O^

O&M cost per 1,000 gallons in FY2005-06 O&M Cost, Adjustf

was $3.57 (real dollars). This is expected to
increase to $3.96 in FY2006-07, primarily due
to an increase in water reservation fee costs, and electrical and chemical costs. Thereafter, O&M costs
per 1,000 gallons billed are expected to steadily decrease, both in real terms and in inflation-adjusted
dollars.

Comparable sewer O&M costs per customer are shown in Figure 9. O&M costs per 1,000 gallons are
expected to decrease by 43% (real dollars) between FY2005-06 and FY2009-1 0, while billed gallons are
expected to increase by almost 50%. When adjusted for inflation, costs per 1,000 gallons are expected
to decrease by 49% during the same period.

As shown in Figure 9, costs per 1,000 gallons are expected to drop from $7.21 in FY2005-06 to $4.39
in FY2006-07, and thereafter are expected to decline slightly each year. The primary reason for this
decrease is lowered sludge disposal costs in FY2006-07, as well as changes in the LCRA methodology
for allocating shared indirect costs.

12
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Figure 9: Annual Wastewater O&M Costs per 1,000 2.4.2.2 Debt Service Costs
Gallons Billed

Figure 10 shows that annual water debt
service costs per 1,000 gallons varies from
year to year, generally between four and six
dollars. The current (FY2005-06) cost per
1,000 gallons is $4.07; that cost is expected
to be $4.71 in FY2006-07, and then to
increase annually to a high of $5.80 in
FY2008-09. The FY2008-09 cost represents
a 30% increase in inflation-adjusted costs
from FY2005-06.

Figure 11 shows that wastewater debt service
costs in FY2005-06 were $14.16 per 1,000

gallons; in FY2006-07 this is expected to
decrease to $11.13 and to gradually decline
thereafter to $9.71 in FY2009-2010.

2.4.2.3 Non-rate Revenues / Operations

Reserve / Times Coverage /

Community Development

Non-Rate Revenues. In order to determine

rate requirements, all costs are identified and

summed; then other sources of revenues are

identified and used to offset the costs. The
remainder, after non-rate revenues are

subtracted from costs, is the amount of

revenues which must be recovered in the
rates. Non-rate revenues include such items
as: Water LUE Reservation Charges

(separate for retail and wholesale), Excess

Capacity Funding (water), Raw Water Effluent

Revenues (wastewater) and Miscellaneous

Figure 10: Annual Water Debt Service Costs per
1,000 Gallons Billed
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Figure 11: Annual Wastewater Debt Service Costs Revenues (tap fees, tariff fees, late payment
per 1,000 Gallons Billed penalties, new service fees, etc.).

In addition to recovery of net costs, another

need is an adequate carryover (or ending)

balance. Ideally, these cash reserves should

be adequate to cover the cash needs of the

utility during periods when revenues are

inadequate to cover costs (such as during

low-revenue winter months). The LCRA has

specified its carryover balance, or "Operations

Reserve" in its Policy 301, which requires an

operations reserve of two months' of O&M

expenses and six months of debt service. All

debt service reserves have either been

funded or will be debt financed; all O&M

reserves have been funded to date, thus the

only operations reserve costs shown in the
cost of service study are related to the increase in O&M costs over those of FY2005-06.

Another policy-related requirement is "Community Development" charges, equivalent to 3% of revenues.
These revenues are reinvested into LCRA service area communities in parks and recreational facilities
and other community development projects which are not revenue financed.

A final consideration is "times coverage". Bond covenants may require that utilities set their rates at a

level sufficient to pay for their operational costs, plus some multiplier times the average annual debt

service. This often results in additional funds which are carried over to the next year and used to fund

various utility functions, or, in the case of LCRA, are used to fund the Operations Reserve and Community

Development contributions. By policy, LCRA requires 1.25 coverage on its debt. This amount of
coverage is shown in Table 3W and Table 3S for prospective years.
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Figure 12: Water Costs Compared to Water 2.4.3 Net Costs Compared to Rate
Revenues Revenues

Also shown in Table 3W and Table 3S are
the amounts of rate revenues that have
actually been collected for FY2002-03 through
FY2005-06.

As shown in Figure 12, the water utility has
not fully recovered its costs in any of the years

examined. Direct O&M costs were recovered
through the rates, except for FY2003-04.

Comparable information is shown in Figure
13 for the wastewater utility. Wastewater
revenues have historically fallen far short of

costs. In FY2005-06, the utility lowered debt

service costs, thus revenues came in closer
alignment with costs, although still falling
short.

Figure 13: Wastewater Costs Compared to
Wastewater Revenues

2.4.4 O&M Costs by Function (Table 4)

2.4.4.1 Water

For each year, Table 4W subdivides water

costs into three components: (a) base water

costs are those associated with the use of

water under average demand conditions; (b)

extra capacity costs are those associated with

serving peak supplies of water; and (c)

customer costs are those associated with

customer accounting, meter maintenance and

distribution and service line maintenance.

While many budget line items are clearly
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assignable among these categories, some

costs (usually general and administrative

costs) are not readily assignable to one of

these three functions. As recommended in

the AWWA Water Rates Manual, these costs

are allocated according to a "composite"

allocation figure, based upon the allocation of

those items which have a known cost
assignment (exclusive of commodities,
electricity, sludge removal and outside
services). For example, if we disregard

general and administrative costs and sum all

other costs, we find that about 35% percent of

all assignable costs are related to base use.

Thus, we would similarly assign 35 percent of

general and administrative costs to base use
costs.

Figure 14: Percent of Water Costs by Function

Capital costs are divided into base and extra capacity components according to the peaking factors
shown in Table 1 W. Thus, Table 4Wallocations of capital-related costs reflect the fact that approximately
60% of the water utility's capacity is devoted to base use and 40% to peak demand.

Figure 14 shows the distribution of costs among the three components. Base use is the largest
component of cost (this category includes water, chemical and electrical costs), amounting to 53-72% of
all costs. Approximately 25-36 percent of costs are associated with peak use (extra capacity), while the
final 4-15 percent are allocated to customer-related functions.

The purpose of splitting out costs in this manner is to fairly allocate costs among customer classes. In

particular, extra capacity costs, or peak-related costs, should be assigned to those classes which cause
the greatest peaking demands on the system.

2.4.4.2 Sewer

Table 15 similarly subdivides sewer costs into components: (a) customer costs are similar to water

customer costs to the extent that they pertain to customer accounting and collection and service line

16
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Figure 15: Percent of Wastewater Costs by
Function

maintenance; (b) capacity-related costs are

related to the number of LUE's of capacity

needed for each customer and (c) volume-

related costs are all other costs.

Line items are annotated in a manner similar

to water costs and general and administrative
costs are similarly allocated.

Capacity-related costs generally amount to
79-87% of total costs, customer costs are
generally 3-9% and volume costs comprise
the remaining 10-12%.

2.5 JOINT AND SPECIFIC COSTS

(Table 6 through Table 12)

Tables 6W through 12W and Tables 6S through 12S are included in the model for the purpose of
allocating each line item of cost to the specific class to which the cost pertains. Costs which are not
directly assignable to any particular class or classes are jointly shared by all customers.

For the water utility, the distinction is between wholesale and retail customers. For example, operating

center shared costs for water are not allocated to wholesale because those costs relate to retail services.

Debt service costs are divided into retail and wholesale components according to relative asset values.
LUE Reservation Charge revenues are also divided into wholesale and retail components.

For the wastewater utility, Tables 6S-12S are provided, but all costs are shared among all customers.,
with no class-specific cost assignments.

2.6 UNITS OF SERVICE (Table 13)

Table 13W simply re-states various measurements of customer usage developed earlier in the study,
including number of gallons billed to each class (divided into base and extra capacity), number of capacity
LUEs (for allocating retail capital costs), wholesale capacity commitments (for allocating wholesale capital
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costs), and annual average number of customers. Table 13S shows wastewater billed and treated,
number of LUEs, and annual average number of customers.

2.7 COST OF SERVICE (Table 14)

Final cost of service calculations are shown in Table 14W (water) and Table 14S (sewer). These are
complex tables with several registers of information.

2.7.1 Water (Table 14W)

For the water utility, the top register of Table 14Wshows the rate revenue requirements, subdivided into
base, extra capacity and customer costs. Capital costs (primarily debt service) are also segregated.
These are taken from Table 6Wthrough Table 12W.

In the second register of Table 14W are shown the water units of service used to assign costs to each
customer class. Service units are shown for base water billed (1,000 gallons of production annually),

peak/extra capacity production (1,000 gallons of excess use production), capital costs (retail LUEs and
wholesale capacity commitments), and customer costs (number of customers).

The third register calculates a unit cost for each type of cost. For example, for FY2002-03, costs for

capital-related costs amounted to $619.75 per year for retail customers. Thus the average capital-related
cost is $51.65 per month ($619.75 / 12) per typical retail customer.

Next, the extended costs assigned to each class are shown in the fourth register. For example, for 2002-

03, the residential class had total costs for base uses amounting to $394,901, total costs for extra

capacity amounting to $61,337, capital costs of $831,893, and customer costs of $5,991. Thus, total

costs for residential customers for that year amounted to $1,294,122. (This does not include raw water
costs.)

Raw water costs are shown as a separate component in the last register; only a portion of the customer
classes are assigned raw water costs, depending on the service arrangement of each class.

Figure 16 illustrates the change in utility-wide gross costs. (Gross costs are total costs divided by total
billed gallons.) As can be seen, actual gross costs in FY2005-06 amounted to $7.33 per 1,000 gallons

18



^^̂ ^

^!!^!!^^A. WTC Water and Sewer Cost of Service and Rate Study RIMROCK CONSULTING COMPANY

billed. Gross costs for
FY2006-07 are projected to
increase by $0.44 per 1,000
gallons, or by 6.0%, with

slight year-to-year variation
thereafter.

2.7.2 Sewer (Table

14S)

Table 14S and Figure 17
contain similar information
for sewer. In FY2005-06,
gross costs were $18.41 per
1,000 gallons, and are
expected to decrease by
$4.87 (26%) to $13.57 in
FY2006-07. Thereafter,
costs are expected to
decrease gradually each
year.

Figure 16: Gross Cost per 1,000 Gallons of Water Billed

2.8 RATES RESULTING FROM COST OF SERVICE ANALYSIS (Table 15W-17W and Table
15S)

Rates can be designed in a wide variety of manners, with consideration not only for recovering costs for

the utility, but also for mitigating "rate shock", or sudden rate increases that cause unanticipated financial

hardship for the customers. Also, there is a desire on the part of the utility to avoid year-to-year variability
of the sort that results in rising and falling rates from one year to the next.

Nevertheless, it is instructive to examine the rates that would result directly from the cost of service
analysis.
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Table 15W shows rates that

would result for wholesale

water customers. In this
table, for each customer
class, capital costs and

customer costs, or those

costs that comprise a

considerable part of the fixed

expenses of the utility, are

included in the minimum

charge, while all other costs

(including applicable raw

water costs) are included in

the volume charge. Capital

costs for wholesale
customers are allocated

according to their relative

capacity commitments. In

some instances, a wholesale

customer will begin paying

minimum charges to pay for

capacity before it starts using
any water.

Table 16W shows the same type of information for retail customers, although these customer classes pay
for capital costs according to active LUEs.

Finally, Table 17W shows annual percentage rate increases that would be necessary in order to recover
costs in each year, for each class (excluding raw water costs). As can be seen in the table, initial rate
increases in FY2006-07 would range from 6%-86%, depending on the class (although Belterra would see
a slight decline). The reason for these large increases is primarily because current rates far underrecover
costs. As is also seen in Table 17W, it is anticipated that rates would vary slightly year-to-year after
FY2006-07. Average annual rate changes are also shown in the rightmost column; this information may be
useful for establishing a multi-year rate program.

Similar information on annual percentage rate increases is shown for the sewer utility in Table 15S. As for
the water utility, first-year rate increases for all customers would be substantial (62-116%), because current
rates are well below cost. After the first year, rates would decrease somewhat each year.
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3.0 CONCLUSIONS

In summary, the following conclusions can be made from the cost of service study:

Water

• The water utility has experienced, and is expected to continue to experience, rapid growth in
terms of both customers and billed volumes

• Retail sales current represent 61 % of water sales, consisting of residential (46%), commercial
(12%), construction (3%) and multifamily (less than 1%).

• Seasonal peaking is exhibited by all classes; the construction class has the highest
peak:average ratio (3.39), followed by residential ( 1.85), commercial (1.74), wholesale (1.73)
and multifamily (1.49).

• Gross overall water costs in FY2005-06 amounted to $7.33 per 1,000 gallons billed. Gross
costs for FY2006-07 are projected to increase by $0.44 per 1,000 gallons, or by 6.0%, with
slight year-to-year variation thereafter.

• Water O&M cost per 1,000 gallons in FY2005-06 was $3.57. This is expected to

increase to $3.96 in FY2006-07, primarily due to an increase in water reservation

fee costs, and electrical and chemical costs. Thereafter, O&M costs per 1,000

gallons billed are expected to steadily decrease, both in real terms and in inflation-
adjusted dollars.

• The current water debt service cost per 1,000 gallons is $4.07; that cost is
expected to be $4.71 in FY2006-07, and then to increase annually to a high of

$5.80 in FY2008-09. The FY2008-09 cost represents a 30% increase in inflation-
adjusted costs from FY2005-06.

• The water utility has not fully recovered its costs in any of the years examined between 2002-
03 and FY2005-06. Direct O&M costs were recovered through the rates, except for FY2003-
04.

• In order to fully recover all water costs, initial rate increases in FY2006-07 would range from

6%-86%, depending on the class (although Belterra would see a slight decline). The reason

for these large increases is primarily because current rates far underrecover costs. It is

anticipated that rates would vary slightly year-to-year after FY2006-07.

Sewer

• The sewer utility is less than one-third the size of the water utility. It has also experienced
growth, but at a lesser rate than the water utility.

• Currently, residential customers represent approximately 69% of billed sewer, followed by
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commercial (26%) and multifamily (5%).
• In FY2005-06, gross overall sewer costs were $18.41 per 1,000 gallons, and are expected

to decrease by $4.87 (26%) in FY2006-07. Thereafter, costs are expected to decrease
gradually each year.

• Sewer debt service costs in FY2005-06 were $14.16 per 1,000 gallons; in FY2006-07 this
is expected to decrease to $11.13 and to gradually decline thereafter to $9.71 in FY2009-
2010.

• Wastewater revenues have historically fallen far short of costs.
• In order to fully recover all sewer costs, first-year rate increases for all customers would be

substantial (62-116%), because current rates are well below cost. After the first year, rates
would decrease somewhat each year.
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c

3

N W m o o m P I

O = ^

A
mq o

o
0 ,0,

0

00

9o

3 f

S A
00
O



6b

w°

io SOm_ 1^

5.
^ acgg mm

^c

x@@@
Ot-° O mm ^ c

o m _
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