FINAL REPORT TCMUD No. 1
Water and Sewer Rate Study

Attachment H presents a summary of TCMUD's current monthly water and sewer charges for Residential
customers at 5,000 and 10,000 gallons, and the respective monthly water and sewer charges based on
the rate scenarios calculated herein, as compared with utilities that are geographically similar to TCMUD.
Please note that this comparison is provided for illustrative purposes only; regardless of what a
neighboring utility charges, a utility must enact sufficient rates to ensure the financial viability of its own,
unique utility system.
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FINAL REPORT TCMUD No. 1
Water and Sewer Rate Study

IV. RECOMMENDATIONS

= Sufficient rates should be put in place to ensure full cost recovery through user rate revenues.
Further, we would recommend that TCMUD continuously monitor the financial performance of
the Water and Sewer utility and adjust rates as necessary.

= TCMUD should continue to pass through wholesale rate increases to customers. Not doing so
could jeopardize the financial stability of the utility.

= TCMUD should begin the transition to charge by meter size and phase in AWWA Meter
Equivalents. This moves the utility towards more equitable rates based on service that TCMUD
must maintain on the system to service each customer.

= TCMUD should consider alternate rate designs and their implications on the system’s net position.
Such design options include:

= For the Water utility, the Project Team has increased the steps in the inclining rate block
structure to 16% higher than the prior step. While, TWCIF BMP recommends at least 50%
block rate separations, TCMUD should monitor the current increase and future increases
in the inclining rate block structure and balance with revenue stability.

=  For the Sewer utility, TCMUD should consider charging all sewer customers the same
volumetric rate for flow as recommend by the Project Team in Sewer rate Scenario 3 and
Scenario 4.

=  The Project Team recommends passing through the TCEQ Regulatory Assessment Fees and
include it as line item on the customer’s bill.

= TCMUD should lower Out of District charges from 2 times In-district rates to 1.15 times In-district
rates, as regulatory precedent supports.

=  TCMUD should increase rates to recover projected 2016 Cost of Service, funding projected
shortfalls with available reserves if determined sufficient.
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