Water Storage

Estimating its Effects on the
Cost.of Buying Water from
DWSD and Water Rates
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Cautionary Note

The further you go into the future the greater the
probability that assumptions can or will change which
will impact the estimated water bills presented here

The recent issues raised about DWSD’s contract
practices imply that there could potentially be a
change made at DWSD which could impact rates and
rate structures into the future

It is possible that the rate structure, during any of the
DWSD contract reopen points, with the City, could
eliminate or reduce the MAX Day customer advantage
which is the basis of this presentation



What Determines the City’s
Water Rate

Water Department - Expenses

Salaries & Wages - Wate

Materials & Supplies - Wate

Professional and Inter-Fund Services - Wate

Water Acquisition - Wate

Repairs & Maintenance - Wate

Rentals - Wate

Other Expense - Wate

Depreciation & Amortization - Wate

Interest & Fiscal Charges - Wate

Transfer - Out - Wate

Capital Outlay - Wate

Grand Total Expenses - Wate




What Costs will be Effected
with Water Storage

Water Department - Expenses

Salaries & Wages - Wate

Materials & Supplies - Wate

Professional and Inter-Fund Services - Wate

‘ Water Acquisition - Watep

f Repairs & Maintenance - Wate)}y
gy

Rentals - Wate

Other Expense - Wate

=N

Depreciation & Amortization - Watey

f Interest & Fiscal Charges - Wate

S

Transfer - Out - Wate

Capital Outlay - Wate

Grand Total Expenses - Wate




How:ls our rate determined
by DWSD
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Our Current 2010-11 Contract with
DWSD

DWSD Contract For Rate Year 07/01/10 to 06/30/11

Annual Fixed Variable
Volume Max Day Peak Hour Monthly Rate/Mcf
Peak Hour Customer 445,000 (mcf) 25.81 (mgd) 51.91 (mgd) $83,118 $24.06
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FY 20010-11 PRELIMINARY RATE CALCULATION
COMMUNITY: Rochester Hills
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Our Current 2010 Contract with DWSD

DWSD Contract For 2010 Rate Year (07/01/10 to 06/30/11)

s, Michigar

Annual Fixed Variable
Volume Max Day Peak Hour Monthly Rate/Mcf
Peak Hour Customer 445,000 (mcf) 25.81 (mgd) 51.91 (mgd) $83,118 $24.06

Annual Revenue
Billing Units Rate Requirement

445,000 $24.06 10,707,723 Variable
$ 83,118.25 12 Months 997,419 Fixed
$11,705,142 Total

Annual Revenue

Billing Units Rate Requirement

445,000 $26.30 $11,705,142
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Max Day Rate for 2010

s, Michigar

DWSD Contract For Rate Year (07/01/10 to 06/30/11)

Annual Fixed Variable
Volume Max Day Peak Hour Monthly Rate/Mcf
Max Day Customer 445,000 (mcf) 25.81 (mgd) 25.81 (mgd) $67,562 $13.96

Annual Revenue
Billing Units Requirement

445,000 $13.96 6,212,200 Variable

$ 67,562 12 Months 810,744 Fixed
$7,022,944

Annual Revenue
Billing Units Rate Requirement
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445,000 $15.78 $7,022,944
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The Difference as a Max Day Customer

DWSD Contract For Rate Year (07/01/10 to 06/30/11)

Annual Fixed Variable
Volume Max Day Peak Hour Monthly Rate/Mcf
Max Day Customer 445,000 (mcf) 25.81 (mgd) 25.81 (mgd) $67,562 $13.96

Peak Hour Customer 445,000 (mcf) 25.81 (mgd) 51.91 (mgd) $83,118 $24.06

Approximately $11.7 million will be paid to DWSD as a peak hour customer in DWSD
Rate Year (07/01/10 to 06/30/11).

Approximately $7.1 million could have been paid to DWSD as a MAX day customer in
DWSD Rate Year (07/01/10 to 06/30/11).

A Difference of $4.6 Million
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Rochester Hills Estimated Sample 2010 Water Rates (1)

(with 72 customer approved contracts)

Volume Max Day Peak Hour Monthly

445,000 25.81 51.91 $83,118

410,000

410,000
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(1) 7/01/10-6/30/2011 Rate will go through an annual adjustment
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s, Michigar
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The 2010 DWSD Contract Reopener

DWSD Contract For Rate Years 2011, 2012 and 2013 (subject to annual

adjustments)

Peak Hour Customer

Annual
Volume

Max Day

Fixed Variable

Peak Hour Monthly (1) Rate/Mcf (1)

410,000(mcf) 23.80 (mgd)

Annual
Billing Units
410,000
$71,310

Annual
Billing Units
410,000

37.40(mgd) $71,310 $20.08

Revenue
Requirement
8,232,800

855,720
$9,088,520

Variable
12 Months

Revenue
Requirement

$22.17 $ 9,088,520

(1) 7/01/10-6/30/2011 Rate will go through an annual adjustment




s, Michigar
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The 2010 DWSD Contract Reopener

DWSD Contract For Rate Years 2011, 2012 and 2013 (subject to annual

adjustments)

Max Day Customer

Annual

Volume Max Day Peak Hour

Fixed Variable
Monthly (1) Rate/Mcf (1)

410,000(mcf) 23.80 (mgd) 23.80(mgd)

Annual
Billing Units
410,000

Rate
$14.10

$63,024 12 Months

Annual
Billing Units

410,000

(1) 7/01/10-6/30/2011 Rate will go through an annual adjustment

$15.94

$63,024 $14.10

Revenue
Requirement

5,781,000 Varable

Fixed
Total

756,288
$6,537,288

Revenue
Requirement

$6,537,288




The 2010 DWSD Contract Reopener

DWSD Contract For Rate Years 2011, 2012 and 2013 (subject to annual
adjustments)

Annual Fixed Variable
Volume Max Day Peak Hour Monthly (1) Rate/Mcf (1)
Peak Hour Customer 410,000 (mcf) 23.80 (mgd) 37.40 (mgd) $71,310 $20.08

Max Day Customer 410,000 (mcf) 23.80 (mgd) 23.80 (mgd) $63,024 $14.10

Approximately $9.1 million will be paid to DWSD as a peak hour customer in DWSD Rate
Year (07/01/11 to 06/30/12).

Approximately $6.5 million could be paying to DWSD as a MAX day customer in DWSD
Rate Year (07/01/11 to 06/30/12).

A Difference of $2.6 Million

(1) 7/01/10-6/30/2011 Rate will go through an annual adjustment
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Estimate of Future Cost of
Water From DWSD

Assumptions Used

ichiga:

DWSD Ovwerall System Revenue Requirement Increase
DWSD Rewenue Requirement Change

I Actual | Actual Actual Actual | Actual | Actual | Actual
2000-01 | 2001-02 | 2002-03 | 2003-04 |2004-05| 2005-06 | 2006-07 [2007-08| 2008-09 | 2009-10 |2010-11 |11 YT Ave

$
- DWSD Water Rates erCcf$ 1.09|$ 123|$ 141|$ 149|$ 156|$ 167|$ 1.72 $ 225|$  2.36|$ 2.63
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Review of DWSD Contract

Current Rate Fixed Variable
Volume Max Day Peak Hour Monthly Rate/Mcf

Peak Hour Customer 445,000 25.81 51.91 $83,618 $24.34
Approximately $11.7 million paid to DWSD in 2010-11

Future Rate (with estimated annual adjustment)

Fixed Variable
Volume Max Day Peak Hour Monthly (1) Rate/Mcf (1)
Peak Hour Customer 410,000 mor1)e, 37.40 $71,310 $20.08

Approximately $9.9 million ($9.1 * 9%) (2) paid to DWSD in 2011-12

Projected Rate as MAX Day (subject to annual adjustments)

Fixed Variable
Volume Max Day Peak Hour Monthly (1) Rate/Mcf (1)
Max Day Custoemer 410,000 23.80 23.80 $63,024 $14.10
Approximately $7.8 million (($6.5 * 9%) * 9% (2) paid to DWSD in 2012-13

(1) If the new peak hour time had been in place for Rate Year 2010 (7/1/10 — 06/30/11) this is an estimate of what
our rates would have been.

(2) Based on new peak hour rates plus a annual adjustment estimate of 9% per each year.
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DWSD Charges to City of Rochester Hills: Rate Year Forecast
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Water Storage and the Effect on
Average Residential Customer’s
Water Bill
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Current Water Rates for an Average Water
Customer

2010-2011 Commodity Charge Average Annual
$4.65/Unit  $55.80/Bill $334.80 (12 units/Bill)

2010-2011 Customer Charge

$3.50/Bill $21.00 (6 bills/year)

Total Average Annual Residential Water Bill $355.80
or $29.65/Month
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Current Water and Sewer Bill

CurranT 5 Only - No Payment Updares

fccount # Sarvice Parlod ENlling Perlod Locatlion

I OCT MOV 1000 - 1zozne I

Mater Type Mater Raadings Type of Read  Consumption

Frevious Prassnt & of Unit=)
HE B0 oo Actual 12
A1 223 223 Actual 0

Cascription Commodity Customer Capaciy
Water 55.80 350 ER L
Sewer 5040 350 ER L

Payment must e recelved by the dus date to avold a 1.5% penalty.

Current BN Amount 11320
Total Amount Dwe 11320
Due Date Oroer201

Fay afier Dus Date 3114.89




Estimates of Future Water Bills with
or without Water Storage

(based on certain assumptions)
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The City of Roc

Assumptions Used

FY2012

FY2013-17

FY2018-30

Annual Awerage Interest Rate

1.5%

3%

5%

Reserwir Engineering Cost

$ 508,990

Reserwir Construction Cost

$ 14,000,000

Grand Total Reserwir Cost

$ 14,508,990

DWSD Owerall System Revenue Requirement Increase

DWSD Rewenue Requirement Change

9.00%

Annual Reserwir Depreciation ($14M/30 yrs)

466,667

Annual Reserwir Utility

50,000

Annual Reserwir Maintenance

20,000

Grand Total Operating Impact

536,667




Current Rate Model Protocols'
Remain Unchanged

> System must Break Even (cover it’'s Cost).
Any deficit or surplus from prior year will be
recaptured and used in the next rate year.

> System needs to have 90 days of operating
cash on hand. Reach that goal over 5 rate
years. We are currently in year 2 of that goal.
Projected to reach goal by rate year 2014.

> Annual Depreciation of the system Is
deposited into Water Sewer Capital Fund
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Estimated Water Rates

2010-2031 Forecasted Annual Water Billing (Median Customer = 12 Units/Bill)

ichigar

s, M

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

No Reservoir: Status Quo -8~ Reservoir: Status Quo Rates until B/E date
=&~ Reservoir / $14M / 10-Years
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Cautionary Note

The further you go into the future the greater the
probability that assumptions can or will change which
will impact the estimated water bills presented here

The recent issues raised about DWSD’s contract
practices imply that there could potentially be a
change made at DWSD which could impact rates and
rate structures into the future

It is possible that the rate structure, during any of the
DWSD contract reopen points, with the City, could
eliminate or reduce the MAX Day customer advantage
which is the basis of this presentation
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ichiga:

Actual Actual Actual | Actual | Actual
1999-00 | 2000-01 | 2001-02 | 2002-03 | 2003-04 |2004-05 | 2005-06 | 2006-07 [2007-08| 2008-09 | 2009-10 |2010-11 |11 Yr Ave

Ccf)$ 1.09 |$ 109|$ 123|$ 141|$ 149|$ 156($ 167 |$% 1.72]2.01 $ 225|$ 236|% 2.66
Annual DWSD Percent]
Change 0.0% 12.8% 6.8%0 3.1%
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Water Rate Components

m DWSD Reservoir  ®General Operations ™ Target Balance Recovery
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L oan Sources

Water Sewer Capital Fund $7,000,000
Fire Capital Fund $3,000,000
Capital Improvement Fund $1,000,000
Facilities Fund $2,000,000

Fleet Fund $1,000,000
$14,000,000
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Current Water and Sewer Bill

Current Bill Only - No Payment U pdares

Sarvice Pariod
ROV DEC

Account #

Meter Type

Billing Parod

Maler Readings

Prevhus Prasent
HM T25 Actual
Al 38 Actual

Description Commodity Capacity

Water 55.60 0uoa
SEWET auLan [FREN]

Type of Read

Lioscarthom

1102430 - 313511 lﬂ'u" SUMMIT RIDGE

Carmawmpion

[# of Units)
12

o

Payment must ba received by the dus date to avold & 1.5% penalty.

Cummant B4 A meoannt

F113.20

Tokal Amount Dws

311320

Dues Data

2naarz2iid

Pay After Due Date

3114859




