Key Largo Wastewater Treatment District
Board of Commissioners Meeting
Agenda ltem Summary

Meeting Date:
December 17, 2024

Agenda ltem Number: G-2

Action Required:

No

Department: Sponsor:
General Manager Peter Rosasco
Subject:

2024 Wastewater Rate Study Results with revisions, presented by Raftelis

Summary of Discussion:

Raftelis will follow up on their October 15, 2024 presentation of the 2024 KLWTD
Wastewater Rate Study.

Reviewed / Approved Financial Impact Attachments
Operations: $ 1. Technical Memorandum from

Raftelis
2. Memo from Raftelis re:
Commissioner Questions

Administration:

Finance: - Funding Source: 3. KLWTD 2024 Wastewater Rate

District Counsel: Study Results (revised Dec.
2024)

District Clerk: Budgeted:

Engineering: N/A

A/‘/%Q/
Approved By: /O Date: 12/11/2024

General Manager
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= RAFTELIS

TECHNICAL MEMORANDUM

To: Connie Fazio

CC: Peter Rosasco

From: Thierry Boveri, Trevor McCarthy, and Tristen Townsend
Date: December 6, 2024

Subject: Fiscal Year 2024 Wastewater Rate Study

Dear Ms. Fazio:

Raftelis Financial Consultants, Inc. (Raftelis) has completed our review of the wastewater rates for the Key
Largo Wastewater Treatment District (the "District") and have summarized our assumptions, conclusions,
and recommendations in this technical memorandum. The purpose of this analysis is to update the
financial forecast completed during the 2022 rate study, assess the District’s current financial position, and
determine the sufficiency of the existing wastewater rates. The primary objective of the analysis is to
recommend rate adjustments that equitably recover the costs of operations while maintaining financial
sustainability and a strong fiscal position. The financial forecast includes fiscal year 2025 through fiscal
year 2034 (Forecast Period). While we believe the assumptions relied upon herein are reasonable for the
purpose of this report, they are dependent upon future events and actual conditions may differ. The District
should carefully monitor utility system revenues and financial operating results and make necessary
adjustments as the situation may dictate. The results and recommendations outlined in this memorandum
were presented to the District Board of Commissioners (the “Board”) on October 15, 2024.

BACKGROUND

In 2022, Raftelis completed a wastewater rate study for the District. The purpose of this study was to
prepare a financial forecast (2022 through 2032), identify the sufficiency of existing retail rates, and provide
rate recommendations. During the study, Raftelis found that retail rates were producing a surplus. Based
on input from staff and in order to provide a benefit to retail customers, rates that recover only operating
expenses were recommended, with the assumption that grants would fully cover capital costs. Therefore,
the Board adopted a 5% rate reduction in retail rates effective October 1, 2022, with rate indexing (assumed
at 3.5% annually) required by fiscal year 2025 to keep pace with inflation in operating costs.

Compared to the 2022 study, several key changes in the financial forecast were recognized. Fiscal year
2025 projected retail rate revenues are approximately 2% lower than previously forecasted, while budgeted
operating expenses were approximately 5% greater than the prior forecast. New regulatory requirements
will also put increased pressure on operating expenses. Furthermore, the District’s capital needs have nearly
doubled since the prior study and greater reliance on pay-as-you-go funding is anticipated.

(Remainder of Page Intentionally Left Blank)
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Key Largo Wastewater Treatment District
December 6, 2024

REVENUES

1.

Projected revenues from existing rates are based on the schedule of wastewater rates and charges
reflected in the currently adopted rate resolution. The existing rates are applied to the fiscal year 2023
billing statistics to calculate the projected rate revenues for the Forecast Period, as shown in Table 1.
Based on historical trends and discussions with District staff, an average annual growth rate in
equivalent dwelling units (EDUs) of approximately 0.5% is assumed for the Forecast Period. Based
on these growth assumptions, retail revenues at existing rates, prior to the application of the proposed
rate adjustments, are estimated to increase from approximately $7.6 million to $7.7 million over the
Forecast Period.

Like most Florida utilities, the District charges each wastewater customer a monthly base charge and
a volumetric charge based upon the customer’s metered water consumption. Approximately 64% of
retail rate revenues are from monthly base charges. Due to the high seasonality in the region, a strong
level of fixed cost recovery provides the District with more stable and predictable monthly revenues.

The District entered into an interlocal agreement with Islamorada, Village of Islands (Islamorada)
for wastewater services in May 2012. Under this agreement, the District would provide wastewater
treatment and disposal services to Islamorada at a fee of $4.65 per thousand gallons. An analysis of
the contract treatment rate was not performed during this study and the rate was assumed to remain
unchanged during the Forecast Period. Based on historical and current billing statistics, total
revenues from Islamorada are estimated at approximately $1.35 million annually over the Forecast
Period.

The District entered into an interlocal agreement with Monroe County in fiscal year 2016. The
agreement stated certain State of Florida Department of Environmental Protection (FDEP) grant
funds received by the District would be exchanged with Monroe County, with future grant funds
received by the District also eligible. Monroe County would then pay these grant fund amounts back
to the District over time. The first grant amount exchanged was $17 million to be paid back to the
District over ten years. The second grant amount exchanged was $1.25 million to be paid back over
twelve years. Based on discussions with District staff and the current repayment schedule, the
payment amounts from Monroe County are assumed to be $2.125 million annually through fiscal
year 2025 and $125,000 annually through fiscal year 2028.

The District anticipates receipt of grant funding from the Army Corp of Engineers (ACOE) Florida
Keys Water Quality Improvement Program, Florida Department Environmental Protection (FDEP)
Stewardship Program, and other entities. For the purposes of this analysis, a total of $70 million in
grant revenues from these sources is assumed during the Forecast Period. Grant funding represents
approximately 73.8% of funding for capital projects during the Forecast Period.

Beginning in 2005, the District imposed a System Development Charge (assessment) on all parcels
within its service area for access to the central wastewater system. Parcel owners could pay the
assessment in full or pay installments over a 20-year period. Assessment revenues from annual
installment payments are expected to cease in 2036, assuming no additional assessment programs
take place. The assessment revenues are projected at approximately $3.4 million in fiscal year 2025
and decline to approximately $30,000 in the final year of the Forecast Period, as shown in Table 2.
These revenues are assumed to be utilized for the District's annual debt service payments and toward
the funding of capital improvement projects.

Other miscellaneous revenue (shown in Table 3) and interest income on cash balances (shown in
Table 5) were also recognized and average approximately $700,000 per year.
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EXPENDITURES AND DEBT SERVICE REQUIREMENTS

7.

The preliminary fiscal year 2025 operating budget served as the basis for the expenditure projections
for the Forecast Period, as shown in Table 4. Projected operating and maintenance expenses are
escalated by an annual average rate of approximately 4.0% per from fiscal year 2025 budgetary levels.
The overall increases in projected operating expenses are based on the nature of the recurring expense
including, but not limited to, the following:

a. Labor: 3.0% per year;

b. Health and General Insurance: 5.0% per year;
c.  Power and Chemicals: 5.0% per year;

d. Repairs and Maintenance: 4.0% per year; and

e. General Inflation / Consumer Price Index: Average of approximately 2.5% per year based on
data published by the Congressional Budget Office in May 2024.

Beginning in fiscal year 2026, the District will incur an estimated $300,000 in additional annual
expenditures associated with new regulatory requirements for the collection system action plan
implementation.

The Capital Improvement Program (CIP) utilized in this analysis, shown in detail in Table 5, is based
on the preliminary fiscal year 2025 budget and information from the District’s consulting engineer.
The CIP includes approximately $95.7 million in total future capital investments. Major projects
include the Collection System Sea Level Rise Elevation project, Effluent Filtration Upgrades,
Vacuum System Monitoring, EQ Tank Headworks, and other improvements, renewals, and
replacements. The financial forecast assumes the anticipated CIP will be funded through a
combination of grant revenues and internal resources, such as existing cash reserves, R&R deposits,
and rate revenues.

The District’s only outstanding loan is the 2005 SRF Loan WW46401P which matures in fiscal year
2029. Annual installment payments from the assessment programs cover nearly all remaining annual
debt service requirements with the exception of the final payment in fiscal year 2029 assumed to be
partially funded from rates. No additional debt was assumed during the Forecast Period.

CASH RESERVES AND RENEWAL & REPLACEMENT TRANSFERS

10.

11.

Unrestricted cash balances as of September 30, 2024, were estimated at approximately $25.7 million
based on projected operating results provided by District staff. Based on discussions with District
staff, a minimum cash reserve target of 120 days of operating expenses plus two years of depreciation
was targeted for the purpose of this analysis. The projected balances for the Forecast Period are
shown in Table 6. The District is anticipated to approximately meet this target by 2034 assuming the
proposed rate increases are implemented.

Typically, an important revenue requirement to consider are the annual rate revenues available to
fund capital investments, often referred to as pay-as-you-go funding. In the prior study, as the majority
of the CIP was grant funded, rates were set to only recover operating expenses. However, with the
overall capital needs of the District increasing and expectations of future grant proceeds becoming
less available, an increased reliance on pay-as-you-go funding will be necessary. On average, the
annual pay-as-you-go funding generated in the forecast is approximately $828,000 per year or 8% of
annual retail rate revenues assuming the proposed rate increases are implemented.
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PROPOSED RATE SCENARIOS

During the study, District staff directed Raftelis to evaluate the effect on rates of removing the residential
sewer billing cap, which is currently set at 12,000 gallons per month per residential unit. Sewer billing caps
are often put in place to recognize that excess residential flows, beyond what is considered essential indoor
use, are not entering the wastewater system (likely due to activities such as irrigation, car-washing, filling
swimming pools etc.,) Therefore, a utility may put in place sewer cap which represents the estimated
threshold where usage above that level is likely outdoor usage. However, customer attributes and usage
patterns vary among communities so the establishment and level at which a billing cap is set is a community
specific policy decision.

An analysis of customer data from fiscal year 2023 showed that removal of the residential sewer billing cap
would generate approximately $200,000 per year in additional revenues. To generate approximately the
same revenues identified under the existing billing cap policy (the “Base Case”), the average monthly bill
could be reduced by a cumulative $1.25 per month by fiscal year 2029 if the sewer billing cap was removed
as shown below and on Table 8.

Description Existing 2025 2026 2027 2028 2029
Maintain Billing Cap (Base Case)
Bill at 4,000 Gallons $44.17 $47.67 $51.17 $54.67 $58.17 $61.67
Monthly Change ($) N/A $3.50 $3.50 $3.50 $3.50 $3.50
Remove Billing Cap
Bill at 4,000 Gallons $44.17 $47.42 $50.67 $53.92 $57.17 $60.42
Monthly Change ($) N/A $3.25 $3.25 $3.25 $3.25 $3.25

The Base Case rate increases result in an average annual increase in revenues of 6.9% per year through
fiscal year 2029. Removing the billing cap would result in an immediate increase of about $200,000 per
year in revenue, and therefore the average annual increase in revenues would be only 6.5% through fiscal
year 2029. Under either scenario above, average annual increases of 3.1% per year are projected for fiscal
years 2030 through 2034.

ALTERNATIVE RATE SCENARIOS

Following the October 15, 2025 board meeting, the District requested a second set of scenarios (the
“Alternative Scenarios”) be developed assuming uniform bill increases over a ten-year period. The table
below presents the alternative scenarios.

Description Existing 2025 2026 2027 2028 2029
Maintain Billing Cap
Bill at 4,000 Gallons $44.17 $47.17 $50.17 $53.17 $56.17 $59.17
Monthly Change ($) N/A $3.00 $3.00 $3.00 $3.00 $3.00
Remove Billing Cap
Bill at 4,000 Gallons $44.17 $46.92 $49.67 $52.42 $55.17 $57.92
Monthly Change ($) N/A $2.75 $2.75 $2.75 $2.75 $2.75

The Alternative Scenarios result in lower average annual customer bills over the first five years compared
with the proposed rate scenarios. However, the Alternative Scenarios result in higher rates by year ten
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(2034). Additionally, the Alternative Scenarios result in lower cash balances throughout the forecast period
and approximately $2 million less cash in reserves by 2034. With the exception of fiscal year 2028, the
alternative scenarios do maintain cash reserves of at least 365 days of operating expenses.

It should be noted that the tables and financial projections mentioned outside of this section of the report,
including the appended tables, assume implementation of the proposed rate scenarios, not the Alternative
Scenarios presented in this section.

CONCLUSIONS AND RECOMMENDATIONS

Based on the assumptions, considerations, and analyses as summarized herein, the District’s existing rates
are not expected to recover the projected revenue requirements during the Forecast Period. The primary
drivers of the recommended rate adjustments are due to increases in operating and maintenance expenses
due to the effects of inflation and new regulatory requirements. Furthermore, an increased reliance on pay-
as-you-go funding will be required to fully fund capital improvement plan as the availability of grant
revenues diminishes while maintaining adequate levels of cash reserves for working capital and unforeseen
expenditures.

Therefore, it is recommended that the District adopt one of the five-year rate plans as detailed below and
review the revenue sufficiency forecast in three to five years, or as any significant changes occur.

Description Existing 2025 [1] 2026 2027 2028 2029

Proposed Rate Scenarios:
Maintain Billing Cap

Monthly Base Rate per EDU $27.13 $29.27 $31.41 $33.55 $35.69 $37.83

Usage Charge per 1,000 Gallons $4.26 $4.60 $4.94 $5.28 $5.62 $5.96
Remove Billing Cap

Monthly Base Rate per EDU $27.13 $29.14 $31.15 $33.16 $35.17 $37.18

Usage Charge per 1,000 Gallons $4.26 $4.57 $4.88 $5.19 $5.50 $5.81

Alternative Rate Scenarios:

Maintain Billing Cap
Monthly Base Rate per EDU $27.13 $28.97 $30.81 $32.65 $34.49 $36.33
Usage Charge per 1,000 Gallons $4.26 $4.55 $4.84 $5.13 $5.42 $5.71
Remove Billing Cap
Monthly Base Rate per EDU $27.13  $28.80  $30.47  $32.14  $33.81 $35.48
Usage Charge per 1,000 Gallons $4.26 $4.53 $4.80 $5.07 $5.34 $5.61

[1] Fiscal year 2025 rates are anticipated to be effective January 1, 2025.
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Table 1

Key Largo Wastewater Treatment District, Florida
2024 Revenue Sufficiency Study

Projection of Wastewater Rate Revenue Under Existing Rates and

Revenues/Contributions from the Islamorada Agreement

Page 1 of |

[1]  Projections based on historical customer billing information provided by KLWTD staff.

[2]  Amounts calculated from information contained in the Islamorada Agreement.
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No. Description 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
RETAIL WASTEWATER SERVICE
Revenue from Residential Base Rates
1 Average Monthly EDUs Available [1] 9,290 9,290 9,290 9,290 9,290 9,290 9,290 9,290 9,290 9,290
2 Monthly Base Rate per EDU $ 27.13 S 27.13 $ 27.13 S 27.13 $ 27.13 S 27.13 $ 27.13 S 27.13 $ 27.13 $ 27.13
3 Annual Base Rate Revenue $ 3,024,486 $ 3,024,486 $ 3,024,486 $ 3,024,486 $ 3,024,486 $ 3,024,486 $ 3,024,486 $ 3,024,486 $ 3,024,486 $ 3,024,486
Revenue from Residential Usage Charges
4 Annual Revenue-Gallons (000s) [1] 351,274 351,274 351,274 351,274 351,274 351,274 351,274 351,274 351,274 351,274
5 Usage Charge per 1,000 Gallons $ 4.26 S 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26
6 Annual Usage Charge Revenue (rounded) $ 1,496,429 $ 1,496,429 $ 1,496,429 $ 1,496,429 $ 1,496,429 $ 1,496,429 $ 1,496,429 $ 1,496,429 $ 1,496,429 $ 1,496,429
Revenue from Non-residential Base Rates
7 Average Monthly EDUs Available [1] 5,788 5,829 5,864 5,893 5917 5,934 5,946 5,952 5,952 5,952
8 Monthly Base Rate per EDU $ 27.13 S 27.13 $ 27.13 S 27.13 $ 27.13 S 27.13 $ 27.13 S 27.13 $ 27.13 S 27.13
9 Annual Base Rate Revenue (rounded) $ 1,884,392 $ 1,897,583 $ 1,908,969 $1,918,513 $ 1,926,187 $ 1,931,966 $ 1,935,830 $ 1,937,766 $ 1,937,766 $ 1,937,766
Revenue from Non-residential Usage Charges
10 Annual Revenue-Gallons (000s) [1] 290,188 292,219 293,973 295,442 296,624 297,514 298,109 298,407 298,407 298,407
11 Usage Charge per 1,000 Gallons $ 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26 $ 4.26
12 Annual Usage Charge Revenue (rounded) $1,236,201 $ 1,244,854 $ 1,252,323 $ 1,258,585 $1,263,619 $1,267,410 $ 1,269,945 $1,271,215 $ 1,271,215 $1,271,215
13 Annual Retail Revenue Under Existing Rates $ 7,641,508  $7.663352  $7,682207  $7.698.013  $7,710,721  $7.720291  $7,726.690 $7.729.896 _$7,729.896 _$ 7.729.896
ISLAMORADA AGREEMENT REVENUES [2]
Revenue from Islamorada Flow (Flow Charge)
14 Annual Treated Flow (000s Gallons) [1] 275,931 276,483 277,036 277,590 278,146 278,702 279,259 279,818 280,377 280,938
15 Flow Charge per 1,000 Gallons $ 4.30 S 4.30 $ 4.30 S 4.30 $ 4.30 S 4.30 $ 4.30 S 4.30 $ 4.30 S 4.30
16 Flow Charge Revenue (rounded) $ 1,186,505 $ 1,188,878 $ 1,191,256 $ 1,193,638 $ 1,196,026 $ 1,198,418 $ 1,200,815 $ 1,203,216 $ 1,205,623 $ 1,208,034
Revenue from Islamorada RTPRR Fund Contribution
17 Annual Treated Flow (000s Gallons) [1] 275,931 276,483 277,036 277,590 278,146 278,702 279,259 279,818 280,377 280,938
18 Rate per 1,000 Gallons $ 0.35 S 0.35 $ 0.35 S 0.35 $ 0.35 S 0.35 $ 0.35 S 0.35 $ 0.35 S 0.35
19 Annual RTPRR Fund Contribution (rounded) $ 96,600 S 96,800 $ 97,000 $ 97,200 $ 97,400 $ 97,500 $ 97,700 $ 97,900 $ 98,100 $ 98,300
Revenue from Islamorada Insurance Surcharge
20 Property Insurance $ 216,616 S 227447 $ 238819 $ 250,760 $ 263,298 $ 276,463 $ 290,286 $ 304,800 $ 320,040 $ 336,043
21 Customer Capacity Allocation % 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00% 32.00%
22 Annual Usage Charge Revenue (rounded) $ 69,300 $ 72,800 $ 76,400 $ 80,200 $ 84,300 $ 88,500 $ 92,900 $ 97,500 $ 102,400 $ 107,500
Footnotes:
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Page 1 of 1

Table 6

Key Largo Wastewater Treatment District, Florida
2024 Revenue Sufficiency Study

Development of Projected Fund Balances and Interest Earnings

Line Investment
No.  Description Reference [1 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

ENDING FUND BALANCE SUMMARY

1 KLWTD Operation and Maintenance Fund $10,038,799 $ 9,358,287 § 9310251 $ 9,287,175  $ 10,530,644  $10,905351  $ 11,251,896  § 11,548,633  $ 11,619,335  § 11,741,825

2 Debt Service Sinking Fund 1,806,557 1,806,557 1,806,557 1,806,557 0 0 0 0 0 0

3 KLWTD Renewal and Replacement Fund 13,344,485 4,574,630 3,376,278 1,932,846 2,483,896 3,185,013 3,884,131 4,581,049 5,217,966 5,835,201

4 Self-Insurance/Deductible Reserve Fund 5.050,000 5.100,000 5.150,000 5.200,000 5.250,000 5.300,000 5.350,000 5.400,000 5.450,000 5.500,000

5 Total Ending Fund Balances $ 30,239,841  $ 20,839,474  $ 19,643,086 $ 18,226,578  § 18,264,540  $ 19,390,364  § 20,486,027  § 21,529,682  $ 22,287,301  § 23,077,026
Operating Reserve Target

6 Operating Reserve 120 Days O&M + 2 Years Depreciation $ 3,180,597 $ 3,396,310 § 3,517,831 § 3,704,837 § 3,775,042 $ 3911,012 § 4,052,188 $ 4,198,770 § 4,400,179 $ 4,509,134

7 Amount Available for Capital $ 6858202 $§ 5961977 $§ 5,792,420 $ 5,582,337 $ 6,755,601 $ 6,994,339 § 7,199,709 § 7,349,864 § 7219,156 $ 7,232,691
KLWTD Operation and Maintenance Fund

8  Beginning Balance $ 11,978,171 $10,038,799  § 9,358,287 § 9,310251 § 9,287,175  $ 10,530,644  $ 10,905,351  § 11,251,896  $ 11,548,633  § 11,619,335
Deposits to Fund:

9 Transfer from Insurance Reserve 0 0 0 0 0 0 0 0 0 0

10 Transfers from Operations - Revenue Requirements Surplus 0 0 26,964 51,924 0 424,707 396,546 346,737 120,702 172,490

11 Transfers from Sinking Fund - After Debt Paid Off 0 0 0 0 1,481,774 0 0 0 0 0
Uses of Funds:

12 Capital Improvements Funded From Reserves $ 1,331,804 $ 552,500 $ 25,000 $ 25,000 $ 25,000 $ 0 $ 0 $ 0 $ 0 $ 0

13 Transfers to Plant Capacity Upgrades (CIP) Improvements Subaccount 0 0 0 0 0 0 0 0 0 0

14 Transfer to Insurance Reserve Fund 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000

15 Transfers to O ions - Revenue Requi Defici 557,569 78,011 0 0 163,304 0 0 0 0 0

16  Ending Balance $10,038,799 $ 9,358,287 $§ 9,310,251 $ 9,287,175  $ 10,530,644  $ 10,905,351  $ 11,251,896  $ 11,548,633  § 11,619,335  § 11,741,825

17 Average Annual Interest Rate 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%

18  Investment Earnings Recognized L) $ 330300 _$ 291,000 _$ 280,000 _$ 279,000 _$ 275000 _$ 321,500 _$ 332400 _$ 342,000 _$ 347,500 _§ 350400

Debt Service Sinking Fund
19 Beginning Fund Balance 1,806,548 1,806,557 1,806,557 1,806,557 1,806,557 - - - - -

20 Annual Deposit to Sinking Fund $ 1558961 $ 1558961 § 1558961 $ 1558961 § 1234,177 § - $ - N - $ - N -
21  Cash Payment of Debt Service $ 1,558,952 § 1,558,961 $ 1,558,961 $ 1558961 $§ 1558961 § - $ - S - $ - S -
22 Transfer to Operations $ - $ - $ - $ - $ 1,481,774 $ - $ - $ - $ - $ -
23 Ending Balance 1,806,557 1,806,557 1,806,557 1,806,557 - - - - - -
24 Average Annual Interest Rate 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
25 Investment Earnings Recognized ) 54,000 54,000 54,000 54,000 - - - - - -
KLWTD Renewal and Replacement Fund
26  Beginning Balance $ 13,691,288 § 13,344,485 § 4,574,630 $ 3376278 § 1,932,846 § 2483896 $ 3,185013 § 3,884,131 § 4,581,049 § 5217966
Deposits to Fund:
27 Stewardship & Other Grants Direct Receipts 7,795,074 9,385,751 9,171,786 7,268,765 4,586,373 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000
28 From Current Operations - R&R Fund Requirement 1,200,000 484,600 485,700 486,600 487,400 488,000 488,500 488,800 489,000 489,000
29 R&R Transfer from Assessment/[LA Payments/ACOE 5,841,786 3,586,616 2,844.211 2,021,212 1,990,000 2,105,617 2,102,918 2,100,219 2,039,816 2,019,935
30 RTPRR Fund Contribution 96,600 96,800 97,000 97,200 97,400 97,500 97,700 97,900 98,100 98,300
Uses of Funds:
31 Capital Improvements 5,495,189 10,947,871 2,635,263 2,058,444 33,750 0 0 0 0 0
32 Grant Funded Capital 9,785,074 11,375,751 11,161,786 9,258,765 6,576,373 4,490,000 4,490,000 4,490,000 4,490,000 4,490,000
33 Ending Balance $13,344,485 § 4,574,630 S 3376278 § 1,932,846 S 2483896 § 3,185013 S 3,884,131 § 4,581,049 S 5217966 § 5835201
34 Average Annual Interest Rate 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
35 Investment Earnings Recognized L) $ 405500 _§ 268800 _§ 119300 _§ 79.600 _$ 66300 _$ 85000 _$ 106,000 _§ 127000 _$ 147,000 _§ 165.800
Self-Insurance/Deductible Reserve Fund
36 Beginning Balance $ 5,000,000 $ 5,050,000 $ 5,100,000 $ 5,150,000 $ 5200,000 $ 5250,000 $ 5,300,000 $ 5350,000 $ 5,400,000 $ 5.450,000
Deposits to Fund:
37 Transfer from Operating Fund $ 50,000 $ 50,000 $ 50,000 $ 50,000 $ 50,000 $ 50,000 $ 50,000 $ 50,000 $ 50,000 $ 50,000
Uses of Funds:
38 Transfer to Operating Fund S 0 3 [UNE 0o 3 [UNE 0o 3 [UNE 0o 3 [UNE 0o 3 0
39  Ending Balance $ 5,050,000 $ 5,100,000 § 5,150,000 $ 5200000 § 5250,000 $ 5300000 $ 5350,000 $ 5.400,000 $ 5450,000 $ 5,500,000
40 Average Annual Interest Rate 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
41 Investment Earnings Recognized ) $ 150,800 _§ 152300 _§ 153,800 _§ 155300 _$ 156,800 _§ 158300 _$ 159,800 _§ 161,300 _$ 162,800 _§ 164,300
Islamorada Agreement Accounts (cont'd)
Plant Capacity Upgrades (CIP) Improvements Subaccount
Beginning Balance $ 0 s [UN 0 s [UN 0 s [UN 0 s [UN 0 s 0
Deposits to Fund:
Amounts Collected from Islamorada 0 0 0 0 0 0 0 0 0 0
Uses of Funds:
Capital Improvements 0 0 0 0 0 0 0 0 0 0
Transfers to Operating Account 0 0 0 0 0 0 0 0 0 0
Ending Balance $ [V 0 s 0o s 0 s 0o s 0 s [V [UN 0o s 0
Average Annual Interest Rate 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Investment Earnings Recognized L) $ 0 8 0 8 0 8 0 8 0 8 0 8 0 8 0 8 0 8 0
Total Investment Earnings
42 Investment Earnings (Unrestricted) L) $ 940,600 $ 766,100 $ 607,100 $ 567900 $ 498,100 § 564,800 $ 598,200 § 630,300 $ 657,300 S 680,500
43 Restricted Investment Earnings [R) - - - - - - - - - -
44 Total Interest Income $ 940,600 § 766,100 $ 607,100 _§ 567900 _$ 498,100 _§ 564,800 _$ 598200 _§ 630300 _$ 657300 _§ 680,500
45 Annual Debt Service Payments $ 1,558,961 $ 1,558,961 $ 1,558,961 $ 1,558,961 $ 1,234,177 § - $ - $ - $ - $ -
Footnotes:

[1] (U) = Investment Earnings unrestricted and assumed to be available to meet System expenditure requirements.
(R) = Investment Earnings restricted and assumed to not be available to meet System expenditure requirements.
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Page 1 of 1

Table 8

Key Largo Wastewater Treatment District, Florida
2024 Revenue Sufficiency Study

Schedule of Proposed Rates

Line Fiscal Year Ending September 30,
No. Description 2024 2025 2026 2027 2028 2029

Maintain Billing Cap
Monthly Base Rate per EDU $27.13 $ 2927 $ 3141 $ 3355 $3569 $37.83

—

2 Usage Charge per 1,000 Gallons § 426 § 460 $§ 494 § 528 § 562 § 596
Remove Billing Cap

3 Monthly Base Rate per EDU $27.13 $ 29.14 $31.15 $33.16 $3517 $37.18

4 Usage Charge per 1,000 Gallons $ 426 $ 457 § 488 $§ 519 § 550 § 581
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= RAFTELIS

To: Ms. Connie Fazio, Finance Director
Key Largo Wastewater Treatment District

From: Mr. Trevor McCarthy, Senior Consultant
Raftelis Financial Consultants, Inc.

Date: December 6, 2024

Re: Commissioner Questions from Raftelis Presentation on October, 15 2024

FIXED VERSUS VARIABLE COST RECOVERY

Total retail base charge revenues were $4,752,133 for calendar year 2023 compared with $2,100,690 in volumetric
charges. Base charge revenue makes up 63.8% of total retail revenues; this ratio is known as fixed cost recovery. The
greater a utility’s fixed cost recovery, the more stable and predictable are monthly revenues. Where seasonality,
rain fall, and changes in customer habits affect potable water use, which in turn effects billed wastewater flows, the
number of customers served by a utility typically changes in a gradual, more predictable manner. Another factor in
the use of a base charge is equitability among rate payers. Base charges are often referred to as readiness to serve
charges. The concept of readiness to serve recognizes that even if a customer returned no wastewater to the system
for a period of time, there is a fixed cost associated with maintaining that customers capacity. In other words, the
utility must be ready to serve that customer whenever they choose to initiate use of the system.

BILLED VERSUS TREATED FLOWS

In fiscal year 2023, the District’s wastewater plant treated approximately 729,085,000 gallons of water, or an
average of 1.997 million gallons per day. As with most utilities, District customers are billed for wastewater based
upon their metered water consumption in addition to a monthly base charge. For residential customers, volumetric
charges are capped at a maximum of 12,000 gallons per equivalent residential connection. Total revenue gallons
for which volumetric charges were applied in fiscal year 2023 were approximately 911,116,000 gallons which is
nearly 25% greater that the District’s treated flows.

A variance between billed and treated flows is expected, since metered water flows only represent a proxy for
wastewater returned to the system. All else equal, if the District could bill only for treated wastewater flows, the
rate charged for each 1,000 gallons would need to be approximately 25% greater to recover the cost of operations.

(remainder of page intentionally left blank)
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WASTEWATER TREATMENT COST PER 1,000 GALLONS

Determining the average cost to treat 1,000 gallons of wastewater requires the functionalization of operating costs.
Based on discussions with staff, an estimate of treatment related operating expenses was identified based on each
budgetary department’s relation to wastewater treatment.

Description Allocation Amount
Administration 50% $1,239,254
Plant 100% $3,442,382
Field 0% $---
Facilities 50% $439,596
Total $5,121,232
Treated Flows

729,085
(000s of gallons) ’
Cost per 1,000
Gallons 37.02

The costs associated with operating a wastewater utility are generally 75% to 85% fixed, which in turn means that
incremental changes in treated flows have a minimal effect on the overall cost of providing service.
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