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Introduction

The Rural Community Assistance Partnership (RCAP) is a national network of nonprofit
organizations working to ensure that rural and small communities throughout the United
States have access to safe drinking water and sanitary wastewater disposal.
Established through a grant in 1969, more than 150 RCAP Technical Assistance
Providers (TAPs) based in the field provide on-site assistance to more than 2,000
communities in all 50 states, Puerto Rico, and the U.S. Virgin Islands. Our two primary
funders are USDA-Rural Development and U.S. Health and Human Services {(who also
fund local health department’s environmental services). In this and past program years,
RCAP has also been funded through the Clean Water Act and the Safe Drinking Water
Act by the U.S. Environmental Protection Agency. Communities serving less than
10,000 in population with an emphasis on those communities serving less than 3,300 in
population may qualify to receive selected services from Kentucky RCAP free of charge.
Kentucky RCAP provides technical, managerial, and financial services to rural
communities throughout the Commonwealith.

The City of Jackson requested RCAP to perform a water rate analysis in the summer of
2011 as follows:

1. To assess the overall stability of the water system.

2. To recommend a fair and equitable water rate structure that will cover the
expenses of the water system.

3. To recommend sustainable actions to the water system for the short and long-
term.

It is the objective of this rate analysis to examine the revenues from rates and charges
made by the City of Jackson to recover the cost of providing safe, efficient, and reliable
water service to the residential, business, and institutional customers served by the
water system. The goal of the system’s rates should be to provide for the proper
operations and maintenance of the current system, provide adequate funding for future
improvements to the system, and lastly financially prepare for timely replacement of the
system’s infrastructure.
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b. Data Analysis

= Water production and distribution are reviewed and the total water
loss in the system is determined. This information is used to
determine additional methods to increase revenue or decrease
expenses, such as: Energy Audits, Water Loss Programs, Meter
Replacement Programs, etc.

3. Billing Analysis
a. Data Collection

= A detailed analysis of one (1) year of customer billing data will be
obtained from the billing system and organized into a database for
review. Billing history for each customer account is obtained,
including, but not limited to: account number, name, address,
status, applied water rate, and monthly and yearly billing usage.

b. Data Analysis

« Customer billing information is separated into four categories:
Residential, Business/Industry, Non-Profit/Public Facilities, and
Wholesale. Each category is analyzed separately to determine
average water usage and revenues. This information is then
formatted into a forecast model to determine how different rates wili
affect each customer category. The fairness of water rates is
considered a high priority!

4. Establish Water Rates
a. Calculate a sustainable rate structure

b. Complete an affordability test based upon Median Household Income
(MHI) of the community

c. If a change in rate structure is needed:

e Create a short-term plan for immediate relief

¢ Create a long-term plan for system sustainability

o Complete necessary requirements to approve and enact a new rate
structure
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Five Year Audit Review

2006 2007 2008 2009 2010  Avelncrease
Per Year
=g
% cnu' Revenue
g ;,L Water Sales 690,878 105% 722,864 107% 775,254 141% 1,095,841 98% 1,070,600 113%
%'E Miscelianeous 15,292_' 21% 3,162 58% 2,149T 396% 8,520 , 290% 24,737 194%
g g Total Revenues 706,170 103% 726,026 107% 777,403 142% 1,104,361 99% 1,095,337 113%
33
é’ ; Expenses
?; ;(...? Salaries 289,788 81% 235,736 134% 315,614 102% 323,161 96% 311,544 104%
] :g:‘? Depreciation 345,352 162% 351,149 101% 353,435 108% 380,182 101% 382,932 103%
§:3 % Taxes and Retirement 47,822 78% 37,167 224% 83,370 86% 72,086 120% 86,515 127%
33 Utilities 69,752  162% 113242 83% 93,493 128% 19,717 91% 108,863 116%
P ?_fg, Supplies 89,555 185% 165,276 62% 101,897 223% 227,522 121% 275,700 148%
§ % Insurance 73,538 84% 61,624 129% 79,283 95% 75,326 119% 89,589 107%
s Contract Labor 27,998 286% 79,945 21% 17,106 309% 52,810 61% 32,189 169%
2 515' Sludge Hauling - - - - - -
29 Miscellaneous 21834 111% 24214 1% 5002 146% 7,309 389% 28,451 167%
3 Total Expense 965,639 ~ 111% 1,068,353  98% 1,049,200 120% 1,258,113 = 105% 1,315,783 108%
r r v r
Net Income (Loss}) ({259,469) 132% (342,327) 79% (271,797) 57% (153,752) 143% (220,446) 103%
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Adjustments for Typical Year

For the purpose of this water rate analysis all non-water revenues and expenses have
been extracted from the accounting data. Each account has been analyzed and
adjusted to only show revenues and expenses directly related to water services. In
addition, all “*known and measurable” future expenses have been caiculated and
adjusted to each account as necessary. These combined adjustments create a yearly
financial outlook for the entire water system referred to as the typical year.

The following adjustments were made to each account/s:

1.
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Water Revenue has been adjusted to reflect only the income from water sales
during the test period.

Other Revenue has been adjusted to remove non-water income. Other Revenue
is derived from penalties, service charges, tap fees, and interest income.

Labor and Fringe has been adjusted to remove all non-water expenses and
invalid accounting transactions. Payroll has been analyzed and adjusted to
reflect all future known and measurable staffing and fringe expenditures.

Administration has been adjusted to remove all non-water expenses and invalid
accounting transactions.

Utilities have been analyzed and adjusted to reflect all future known and
measurable expenses.

Production has been adjusted to remove all non-water expenses and invalid
accounting transactions.

Transportation has been adjusted to remove all non-water expenses and invalid
accounting transactions. Since records are not retained to distribute
transportation expense among each city service, an estimated allocation has
been used.

Travel has been adjusted to remove ail non-water expenses and invalid
accounting transactions.

Uniforms has been adjusted to remove all non-water expenses and invalid
accounting transactions.
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Si<md Expense Breakdown
Total Production Distribution Administration
Expense Category % Total Category % Total Category % Total
Labor and Fringe 492,207.95 54% 265,792.29 30% 147,662.39 16% 78,753.27
o '§” Insurance 32,497.30 34% 11,045.08 33% 10,724.11 33% 10,724.11
2 g Administration 15,770.86 0% - 0% - 100% 15,770.86
g. g‘ Utilities 125,620.61 98% 123,108.20 2% 2,512.41 0% -
g;;g Production Fees 24,912.42 100% 24,912.42 0% - 0% -
g2 Maintenance and Repairs 32,804.12 20% 6,560.82 80% 26,243.30 0% -
S Supplies 149,983.35 100% 149,993.35 0% - 0% -
g = Transportation 14,501.53 10% 1,450.15 80% 11,601.22 10% 1,450.15
?; Q Travel 469.26 50% 234.63 50% 234.63 0% -
S S Uniforms 7,358.98 65% 4,783.34 35% 2,575.64 0% -
38 Miscellaneous 7,793.04 34% 2,649.63 33% 2,571.70 33% 2,571.70
.% _’: Debt Service 449,378.58 50% 224,685.29 50% 224,689.29 0% -
2 ?Q, Bad Debt 2,558.95 0% . 0% - 100% 2,558.95
§ % Depreciation 99,540.00 50% 49,770.00 509 48,770.00 0% -
§ _SU' Total 1,455,406.56 864,993.21 478,584.69 111,829.05
E
) g Recommended Reserves
Emergency Reserve 36,385.17 34% 12,370.96 33% 12,007.11 33% 12,007.11
Water System Needs 23,847.57 100% 23,847.57 0% - ¥ -
ii& Full Cost of Providing Water 901,211.74 490,591.80 123,836.15
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i~Q'E Production Analysis
ey g Month Raw Water Treated Filtered Water Water Sold Water Loss Percentage
May 32,165,466 29,316,396 13,965,000 15,351,396 52%
June 31,384,794 28,529,471 17,234,000 11,295,471 40%
o July 32,883,420 29,471,535 15,244,000 14,227,535 48%
g § August 32,548,086 29,315,310 25,604,000 3,711,310 13%
% E September 31,309,157 28,013,761 16,203,000 11,810,761 42%
%E October 33,443,850 28,591,134 15,746,000 12,845,134 45%
; S November 31,171,628 28,675,238 22,826,000 5,849,238 20%
g E December 36,183,694 32,301,043 13,534,000 18,767,043 58%
g % January 36,338,704 32,526,909 17,573,000 14,953,909 46%
§ ;c::) February 32,295,430 28,982,232 12,742,000 16,240,232 56%
5 § March 34,122,984 26,662,893 13,820,000 12,842,893 48%
:;_f, & April 30,913,662 27,649,445 15,878,000 11,771,445 43%
'§ %.r Total 394,761,875 350,035,367 200,369,000 149,666,367 43%
§.§ Real Cost of Water Loss $ 901,212 $ 515,876 § 385,336
3
Total Treated Water {1,000gal) 350,035.37
Total Production Cost 901,212
Cost per 1,000 gallons [ 2.57
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Total Customer Distribution

Average Usage # of % of Total Annual % of Usage
Customers Customers Water Usage
Under 1000 0.73 462 22% 4,025 3.3%
1001-2000 1.99 462 22% 11,031 9.2%
2001-3000 2.98 341 16% 12,186 10.1%
3001-4000 3.95 315 15% 14,916 12.4%
4001-5000 4.99 174 8% 10,429 8.7%
5001-6000 5.98 123 6% 8,823 7.3%
6001-7000 7.01 66 3% 5,549 4.6%
7001-8000 8.03 42 2% 4,046 3.4%
8001-9000 8.72 27 1% 2,824 2.3%
9001-10000 9.93 20 1% 2,383 2.0%
10001-11000 10.95 14 1% 1,839 1.5%
11001-12000 11.01 7 0% 925 0.8%
12001-13000 13.07 6 0% 941 0.8%
13001-14000 13.96 2 0% 335 0.3%
14001-15000 16.19 4 0% 777 0.6%
15001-16000+ 68.17 48 2% 39,267 32.6%
TOTAL 2113 100% 120,296 100%
Wholesale
Average % of Total Annual
Usage Customers Water Usage % of Usage

WATER DISTRICT, BREATHITT CO 5,002 0.05% 59,360 - 100%
Total Annual Consumption 179,656

Total Number of Customers 2,114

4
ef comgmnity /M
A ct ' o’F Funded as part of the RCAP/USDA Technitrain Program ER (‘;’{fqﬁe

" } i ura) Bl Veante Parlnesa]
KENTUCKY & administered through Community Action Kentucky W) = e

KENTUCKYS POVERTY FIGHTING NEFHORK






Aliigngd SOOI

V%

(1)
rum

oI JNLPSII
ANONILNINH

A

Apanuey) LoRoy Aunliuosy YBNaRy Passiunupe B
weubiold URIUYoaL YASN/dY oM 84 Jo pad sg papun

M~

21

Base Equity Test
M untscusomers cunomers_ weporum X0UORe  uetete  uagae MBENY pontpoene (PO B ey Tes
Under 1000 a.73 - 482 22% 4,025 3.35% 7,642.07 - 16.54 91,704.81 7.86% 12.81% 4 74%
1001-2000 1.99 - 462 22% 11,031 9.17% 7.642.07 - 16.54 91,704.81 7.88% 15.52% -7.85%
2001-3000 2.98 1.0 341 18% 12,186 10.13% 5,640.57 2,756.59 24.83 100,765.96 8.64% 13.13% -4.49%
3001-4000 3.85 1.9 315 15% 14,916 12.40% 5,210.50 5,066.84 32.83 123,328.05 10.58% 13.65% ~3.08%
AQ01-5000 4,99 3.0 174 8% 10,429 8.67% 2,878.18 4,307.09 41,29 86,223.20 7.39% 8.45% -1.06%
50016000 5.88 4.0 123 6% 8,823 7.33% 2,034.58 4.043.96 49.42 72,942.47 6.25% 6,58% -0.32%
6001-7000 7.01 5.0 B6 3% 5,549 4.61% 1,091.72 2,731.10 5§7.92 45.873.93 3.83% 3.87% 0.07%
7001-8000 8.03 6.0 42 2% 4,048 3.36% 694.73 2,092.58 66.38 33,447.80 2.87% 2.68% 0.19%
8001-9000 B.72 8.7 27 1% 2,824 2.35% 446,81 1,498.84 72.05 23,345.40 2.00% 1.81% 0.19%
O001- 20000 0.83 7.9 20 1% 2,383 1.98% 330.83 1,310.79 82.08 19,699.41 1.69% 1.46% 0.23%
10001-11000 10.85 8.9 14 % 1,839 1.53% 231.58 1,035.27 90.49 15.202.18 1.30% 1.10% 0.21%
11001-12000 11.01 9.0 7 0% 925 0.77% 115,79 521.42 91.03 7,646.55 0.86% 0.55% 0.11%
12001-13000 13.07 11.4 6 0% 941 0.78% 99.25 548,98 108.04 7,778.68 0.67% 0.63% 0.13%
13001-14000 13.96 12.0 2 0% 335 0.28% 33.08 197.69 115.38 2,769.23 0.24% 0.19% 0.05%
14001-15000 16.19 14.2 4 D% 777 0.65% 68.17 469.07 $33.81 6,422.88 0.55% 0.42% 0.13%
15001- 16000+ 68.17 B6.2 48 2% 39,267 32B4% 793.98 28,253.73 563.49 324.572.49 27.83% 17.46% 10.37%
Total 2,113 100% 120,296 100.00% 34,951.71 52,833.95 1,053,427.86 90.33% 100.00%
Wholesale
A;:::’ B:.'lr:::[: Cu:n:ers Cus:::er: Lu:::l::‘:el % ofisge Base Rate Usige Rate e :‘l‘l“‘h“" Annudl Revenue Rei‘:\*ue H:Zm::e Equity Test

WATER DISTRICT, BREATHITT CQ 5,002 - 1 0.05% 58,360 100.00% - 6.503.80 8,503.80 112,784.00 9.87% 10.07% -0.39%
Current Rates:

Minimum Bili $ 16.54 Total Annual Consumption 179,656 Fult Cost of Providing Water 1,515,563

Variable {per 1,000 gal) $ 8.27 Total Number of Customers 2,114 Revenue Generated 1,166,212

Wholesale rate $ 1.90 Total Revenue $ 1,168,212 Net Loss 349,351

*Rates Frior to Novemeber 2011 Wholesale Rate increase
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Short-Term

1. Water Rate increase

A water rate increase is the quickest and easiest way to increase water
revenues. When water system expenses continually exceed revenues, a rate
increase is normally needed to quickly reduce the financial burden for the water
system. This allows spending on operations and maintenance to continue as
well as provides immediate financial assistance for necessary water system
improvements.

Rate Structure Guidelines

it is the governing board’s responsibility to select a rate structure that
is fair and equitable to all ratepayers and produces enough revenues
to successfully operate the business.

+ Rate structure should be simple and easy to administer.
¢ Rates should be fair and equitable.

s Utility rates should promote the lifestyle and development goals
of the community.

o Rates should cover the full cost of providing the utility service.

« Rates should be reviewed and adjusted on an annual basis.

%cnmmumfy /Mr
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Scenario (1)
Coote Ut cuomers cumomers_watrmge Xo(Uom  Smetaie  gshse  MFUNY ausineverie S B gt tes
Under 1000 0.72 - 452 22% 4,025 3.35% 7,842.07 - 18.54 91,704.81 7.48% 12.61% -5.12%
1001-2000 1.99 - 462 22% 11,031 2.17%  7,642.07 - 18.54 91,704.81 7.48% 15.82% -B.03%
2001-3000 2.98 1.0 341 16% 12,186 10.13%  5,640.57 2,756.59 24,63 100,765.85 8.22% 13.13% -4.91%
3001-4000 3.95 1.9 35 15% 14,916 12.40% 5,210.50 5,066.84 32.83 123,328.05 10.06% 13.65% -3.58%
4001-5000 4.98 3.0 174 8% 10,429 8.67% 2,874.18 4,307.09 41.29 66,223.20 7.04% 8.45% -1.42%
5001-6000 5.98 4.0 123 6% 8,823 7.33% 2,034.58 4,043,898 49,42 72,942.47 5.95% 6.58% -0.63%
6001-7000 7.01 5.0 68 3% 5,549 4,61% 1,091.72 273110 57.92 45,873.93 3.74% 3.87% 0.13%
7001-8000 8.03 6.0 42 2% 4,046 3.36% 894.73 2,092.58 66.38 33,447.80 2.73% 2.68% 0.05%
£001-9000 B.72 B.7 27 1% 2,824 2.35% 446.61 +1,498.84 72,05 23,345.40 1.90% $.81% 0.08%
9001-10000 8,93 7.8 20 1% 2,383 1.98% 330.83 1,310.79 82.08 16,699.41 1.61% 1.46% 0.14%
10001-11000 10.95 B.9 14 1% 1,839 1.53% 23158 1,038.27 80.49 15,202.18 1.24% 1.10% 0.14%
11001-12000 11.01 9.0 7 0% 925 0.77% 115.79 521.42 41.03 7,648.55 0.82% 0.55% 0.07%
12001-13000 13.07 111 6 0% 841 0.78% £9.25 548.98 108.04 7,779.68 0.63% 0.53% 0.10%
13001-14000 13.86 12.0 2 0% 338 0.28% 33.08 197.69 115.38 2,768.23 0.23% 0.19% 0.04%
14001-15000 15.18 4.2 4 0% 777 0.65% 66.17 488.07 133.81 8,422 68 0.52% 0.42% 0.1M%
15001~ 16000+ B8.17 66.2 48 2% 39,267 32.64% 793.98 2B,253.73 563.49 324,572.46 25.48% 17.46% 9.03%
Total 2,113 100% 120,296 100.00% 34,951.71 52,833.95 1,053,427.86 85.95% 100.00%
Wholesale
Al‘:::e B::’::: Cus::n:ers Cu:o:nfers ::1?3:;' ¥eofUsge Base Rate Unage Rate o ,:I‘I’lnthlv Annuzi Revenue Re?::\fuz Rz.:l;gr:e Enulty Test

WATER DISTRICT, BREATHITT CO 5,002 - 1 0.05% 59,360 100.00% - 14,505.80 14,505.80 172,144.00 14.05% 10.07% 3.98%
Scenario Rates:

Minimurn Bill $ 16.54 Total Annual Consumption 179,656 Full Cost of Providing Water 1,515,563

Variable {per 1,000 gal) $ 8.27 Total Number of Customers 2,114 Revenue Generated From Scenario 1,225,572

Wholesale rate $ 290 Total Revenue $ 1,226,572 Net Loss 269,991

*This scenario is based on a $1.00 wholesale rate increase that took effeci November 1, 2011. This rate increase resulted in additional wholesale water revenues of $59,360;
however, without any further changes to the water system Jackson will continue to have an estimated loss of $289,991.
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Scenario (3)
My Unis Cusomers Coomers_watelige ¥OIUe  Bmhate  vsgerate MU pmairevere SO O cautyres
Under 1000 0.73 - 462 22% 4,025 3.35% 13,860.00 - 30.00 168,320.00 10.88% 12.81% -1.72%
1001-2000 1.99 - 462 22% 11,031 9.17% 13,860,00 - 30.00 166,320.00 10.89% 15.52% -4.53%
2001-3000 2.98 1.0 341 15% 12,186 10.13% 10,230.00 2,584,63 37.58 153,775.50 10.07% 13.13% -3.07%
3001-4000 3.95 1.9 315 15% 14,816 12.40%  §9,450.00 4,750.75 45.08 170,409,02 11.16% 13.65% ~2.50%
4001-5000 4.99 3.0 174 8% 10,429 8.67%  5220.00 4,038,40 53.21 %11,100.75 7.27% 8.45% ~1.18%
5001-6000 5.98 4.0 123 5% 8,823 7.33%  3,600.00 3,791.69 60.83 B89,780,25 5.88% 8.58% -0.70%
6001-7000 7.01 5.0 B6 I 5,549 4.61%  1,980.00 2,560,73 68.80 54.488.75 3.57% 3.87% -0.30%
7001-8000 8.03 8.0 42 2% 4,046 3,36%  1,260.00 1,962.04 76.72 38,664.50 2.53% 2.68% 0.14%
8001-9000 B.72 6.7 27 1% 2,824 2.35% 810.00 1,405.33 82.05 26,584,00 1.74% 1.81% 0.07%
9001-10000 9.63 7.9 20 1% 2,383 1.98% 600.00 1,229,02 91.45 21,848.25 1.44% 1.46% -0.03%
10001-11000 10,95 B.9 14 1% 1,839 1.93% 420.00 970.68 99,33 16,680.25 1.09% 1.10% 0.00%
11001-12000 11.01 8.0 7 0% 925 0.77% 210.00 488.90 99,84 8,386.75 0.55% 0.55% 0.00%
12001-13000 13.07 111 & 0% 841 0.78% 180.00 514.73 115,78 8,336.75 D.55% 0.53% D.01%
13001-14000 13.96 12.0 2 0% 335 0.28% 60.00 185.35 122,68 2,944.25 0.19% 0.19% 0.01%
14001-15000 16.19 14.2 4 0% 777 0.65% 120.00 439.81 138.95 6,717.75 0.44% 0.42% 0.02%
15001- 16000+ €8.17 68.2 48 2% 39,287 3264% 1,440.00 24,615.94 542,83 312,671.25 20.47% 17.46% 3.02%
Total 2,113 100% 120,296 100.00% 63,390.00 49,538.00 1,355,136.02 88,73%  100.00%
Wholesale
A;:::e m\:l:::ie tunuo:rflers Cu:u(:rters ::::33 ¥ofUssge  BaseRate Usage Rate - “;"l'-““th"l' Anmual Revenue Rett:rfue R:f::e Equity Test

WATER DISTRICT, BREATHITT CO 5,002 - 1 0.05% 59,360 100.00% - 14,505.80 14,505.80 172,144.00 11.27% 10.07% 1.21%
Scenaric Rates:

Minimum Bill $ 30.00 Total Annual Consumption 179,656 Full Cost of Providing Water 1,515,563

Variable {per 1,000 gal) $ 775 Total Number of Customers 2,114 Revenue Generated From Scenatio 1,527,280

Wholesale rate $ 290 Total Revenue 1,527,280 Net Income 11,717

*This scenario is based on a $1.00 wholesale rate increase and a resturctured city rate increase based on a fair and equitable rate structure. These changes sufficiently provide
enough revenues for sustained operations and reduces the gap of inequity for the City of Jackson Waterworks,
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Tips for Defending a Rate Increase

Defending a rate increase may be one of the most uncomfortable tasks for a water
system’s staff. It's important to understand, however, that many of the arguments
against a rate increase are based on misperceptions, a lack of information, or false
information. Here are some suggested responses to common arguments against rate

increases.

The “We can’t afford it!” Argument

Reason: Everyone is old and on a fixed income.
Response: This profile probably fits most rural areas in Kentucky and ail
surrounding states. Everyone else is in the same boat.

Reason: Gas, electric, and all my bills are increasing — we need a break!
Response: Gas, electric, and everything else is also increasing for our utility
system. We have fo be able fo pay our bills too!

Reason: The economy in this area is tough right now.

Response: When hasn't the economy been tight over the last two decades? At what
point in the future do you think it will drastically change for this region? The longer
we hold off on important maintenance and funding our reserves, the worse shape we

will be in the future.

The “You don’t need it!” Argument

Reason: You can find ways to work with less!

Response: We have been working with less for several years — we have not been
investing in our replacement/sinking fund like we should have all along and the
Jonger we wait to fund necessary repairs, the more expensive it will be when the

time comes.

Reason: You already have a million dollar plant, what more do you need?
Response: /f fakes money to operate that plant, and it is one of the largest
investments our community has ever made. Would you rather have this plant
detenorate fo the point that we lose our investment?! It would be like buying a new
car and then never performing the necessary service to properly maintain it
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Short-Term Continued

2. Customer Billing

Ensure every customer connected to the water supply is metered and receiving
a separate and accurate bill each month. Create strict policies on water theft
and damage to meters and water system assets.

3. Accounts Receivable

If the collection and shut-off policies are not being strictly enforced, the system
is losing revenue. The customers who pay on time are subsidizing late payers.
If there are large amounts of accounts receivable, consider reducing the
amount of time customers are given fo pay their bills. Also, the penalty for late
payment is perhaps not high enough to encourage customers to pay on time.

4. Bulk Purchasing

Consider purchasing chemicals and supplies in bulk to save money. Try to
coordinate with a nearby system to buy larger quantities or to purchase
equipment that can be shared. Always get bids on high-cost items and
periodically call vendors to ensure the water system is getting the best price on
supplies.

5. Fees and Deposits

Review the current fee and deposit policies to make sure they reflect the cost of
providing services. Does the tap fee really cover the full cost of hooking up a
new customer? Does the service-fee cover the extra cost of night and weekend
work? Make sure all of the policies are in writing.
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Summary

As inflation and prices of necessary supplies and equipment continue to rise on a
frequent basis, the total cost of fully operating and maintaining a sustainable water
system has significantly increased. The City of Jackson needs to ensure their ability to
provide safe, potable drinking water fo their customers now and in the future.

RCAP recommends restructuring and increasing the City of Jackson’s water rates. The
current water rate structure provides a discount to customers who have both water and
wastewater services. Although this can be beneficial to some customers, it does not
provide a fair and equitable rate structure for the entire customer base. It is therefore
recommended by RCAP to remove the current structure and provide an equivalent
water rate for customers with water and/or wastewater services as recommended on

page 22.

RCAP recommends a series of long-term system improvements be initiated, specifically
aimed at reducing the system’s high water loss. The suggested programs in the tong-
term recommendations to accomplish this goal are a meter replacement program, leak
detection program, and asset management plan. System improvements created from
these programs will reduce water loss, reduce expenses, and increase water revenues
enabling the system to operate at a greater efficiency.

RCAP also highly recommends improving the system’s accounting and billing software
and investing in staff training for these programs to ensure accurate record keeping in
the future. This will enable reports, and therefore future decisions made by city officials
based on financial information, to be more precise.

The recommended water rate restructure and increase will provide the required financial
revenues to sustain system operations in the short-term while the recommended long-
term programs will enable the system to be sustainable well into the future. It is only
with the combination of these recommendations that Jackson Waterworks will be able to
achieve both a financially and operationally sustainable water system.
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