AGENDA

Water and Wastewater Financing Board
November 14, 2013
10:00 am
Room 31, Legislative Plaza
301 Sixth Avenue North
(6" Avenue between Charlotte Avenue and Union Street)
Nashville, Tennessee

Call to Order
Approval of Minutes July 11, 2013
Cases: Town of Kimball Marion County
Town of Obion Obion County
Town of Hornsby Hardeman County
City of Ramer McNairy County
Status Town of Henning Lauderdale County
Town of Hornbeak Obion County
Town of Englewood Monroe County
Town of Huntsville Scott County
Scott County Sewer System Scott County
Town of Monterey Putnam County
Town of Mosheim Greene County
City of Sunbright Morgan County
Cases — Water loss: City of Ashland City Cheatham County
Town of Benton Polk County
City of Dunlap Sequatchie County
Town of Hollow Rock Carroll County
City of New Johnsonville Humphreys County
Status — water loss: Town of Halls Lauderdale County
Compliance: City of Cowan Franklin County
Miscellaneous: Cases currently under WWFB jurisdiction

Water loss status
Next meeting

Open Discussion

Visitors to the Legislative Plaza are required to pass through a metal detector and must present photo identification. Individuals with disabilities who wish to participate in this meeting or to
review filings should contact the Office of State and Local Finance to discuss any auxiliary aids or services need to facilitate such participation. Such contact may be in person or by writing,
telephone or other means, and should be made prior to the scheduled meeting date to allow time to provide such aid or service. Contact the Office of State and Local Finance (Ms. Joyce
Welborn) for further information.

505 Deaderick Street, Suite 1500
James K. Polk State Office Building
Nashville, TN 37243-1402
Telephone (615) 401-7864
Fax (615) 741-6216
Joyce.Welborn@cot.tn.gov
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MINUTES
of the
WATER AND WASTEWATER FINANCING BOARD MEETING
July 11, 2013
10:05 a.m.

Chair Ann Butterworth opened the meeting of the Water and Wastewater Financing Board (WWFB) at
Legislative Plaza, Room 31, in Nashville, Tennessee.

Board members present and constituting a quorum:

Ann Butterworth, Chair, Comptroller Designee

Tom Moss, Department of Environment and Conservation (TDEC) Commissioner Designee
Randy Wilkins, Representing Utility Districts

Drexel Heidel, Active Employee of a Water Utility District

Ben Bolton, Representing Manufacturing Interests

Tamika Parker, Representing Environmental Interests

Kenny Wiggins, Active Employee of a Municipal Water System

Members absent:
Betsy Crossley, Representing Municipalities

Staff present from the Office of the Comptroller of the Treasury:
Joyce Welborn
Rachel Newton

Approval of Minutes
Mr. Bolton moved approval of the minutes of March 14, 2013. Ms. Parker seconded the motion.
Motion to approve the minutes was approved unanimously.

Cases — Financial distress
Scott County Sewer System

The Scott County Sewer System had been reported to the Board as having a negative change in net
assets in its sewer system for two consecutive fiscal years. Mayor Jeff Tibbals was present to address
the Board. Staff had projected that a 99% rate increase would be needed. Knowing that doubling the
rates was not feasible, she suggested that the County implement three increases of 30% each over the
next three years. Mayor Tibbals stated that the City of Huntsville would take the Scott County system,
but not the related debt. The County is planning on giving the system to the City, keeping the debt. The
merger should be complete within the year. Mr. Wiggins moved to encourage the consolidation of the
two systems and requested a six month update be presented to the Board. Mr. Bolton seconded the
motion which was carried unanimously.



Town of Huntsville

The Town of Huntsville had been reported to the Board as having a negative change in net assets in its
sewer system for two consecutive fiscal years. Grant funds received during the fiscal year ending June
30, 2013, should be sufficient to put the Town in compliance. Staff had initially recommended a 99%
revenue increase for the Town. Rates were increased in April 2013 by 28%. Mr. Moss moved to require
the Mayor to attend the next meeting unless an audit is received which reflects compliance. At that
meeting, the Mayor should be prepared to explain how the absorption of the Scott County Sewer
System into the Town system will be handled, as well as presentation of a plan to reach and maintain
financial compliance for three years. Ms. Parker seconded the motion and it was unanimously
approved.

City of Cowan
The City of Cowan had been reported to the Board as having a negative change in net assets for two

consecutive years as well as excessive water loss of 37.75%. The rates were increased in 2012 by 10%
and again in July 2013 (3%). An additional rate increase of 3% is set for July 2014. Mr. Wilkins voted to
accept the actions of the City. Mr. Heidel seconded the motion which carried unanimously.

Town of Englewood

The Town of Englewood had been reported to the Board as having a negative change in net assets in its
water and sewer system for three consecutive fiscal years. Water loss information not included in the
audit was submitted to the Board. The outside customers of the Town are charged rates 100% higher
than those inside the Town. Those outside residents account for approximately 70% of the water sold
and one-third of the customer base. Rates were increased by 20% effective May 1, 2013. Mr. Wiggins
made a motion to endorse the actions of the Town regarding the rate increase and recommended that
Town officials contact MTAS for advice on a more equalized rate structure for the customers outside the
Town limits. Justification for the outside rates should be submitted for review at the next Board
meeting. Ms. Parker seconded the motion, which carried unanimously.

Town of Jasper
The Town of Jasper had been reported to the Board as having a negative change in net assets in its

sewer system for two consecutive fiscal years. The first reading of an increase occurred on July 8, 2013.
The second and final reading is scheduled for August 12, 2013. The 16% increase along with the
addition of a new truck stop and possibly the rest area/welcome centers should be sufficient to resolve
the financial distress. Mr. Heidel moved to endorse the actions of the Town regarding the rate increase
and the new customers. Mr. Bolton seconded the motion which was unanimously approved.



Town of Kimball

The Town of Kimball had been reported to the Board as having a negative change in net assets in its
sewer system for two consecutive fiscal years. In July 2012, in an effort to protect and maintain
customers, the Town passed an ordinance requiring its six municipal buildings to pay an additional $800
monthly in sewer fees. Mr. Bolton moved to defer any action until counsel for the Board could clarify if
the additional rate paid by the municipal buildings (a general fund subsidy) was legal. Mr. Heidel
seconded the motion which carried unanimously.

Town of Monterey

The Town of Monterey had been reported to the as Board having a negative change in net assets in its
water and sewer system for two consecutive fiscal years. The Town increased its rates 4% effective July
1, 2013. Staff had suggested that an increase of 17% was needed. Mr. Wiggins moved require the Town
to submit a plan which will reflect compliance within three years for presentation at the next meeting of
the Board. Mr. Moss seconded the motion which carried unanimously.

Town of Mosheim

The Town of Mosheim had been reported to the Board as having a negative change in net assets in its
sewer system. The system has been reporting negative changes for the last six years. Excessive water
loss has also been reported. Mr. Bolton recused himself due to a professional conflict. The Town has a
very large company negotiating to attach to the sewer system. The attachment will require upgrades to
be made to the sewer plant. There is considerable discussion between the Town and the company
regarding the amount of “untreatable” water that will be generated and the related fees. During FY 13,
the Town received over $450,000 in grant money which should be sufficient to get the Town in
compliance, but only as a “band-aid” fix. Mr. Wiggins moved to accept the actions of the Town
regarding the grant receipts and comments of the Vice-Mayor in the packet. He also requested that the
Town explain the “no” answers contained within the initial checklist questions, submit an updated water
loss control program and the required AWWA reporting worksheet. Mr. Wilkins seconded the motion
which carried unanimously.

Town of Oliver Springs

The Town of Oliver Springs had been reported to the Board as having a negative change in net assets in
its water and sewer system for two consecutive fiscal years. The many years of presumed neglect have
resulted in the system requiring major infrastructure work. The Division of Water Pollution Control was
writing an order requiring a great deal of work in the sewer system regarding overflows, treatment
bypassing and effluent violations. The Town voted on July 2, 2013 to implement a 20% rate increase,
allow the engineers to begin design work and costing of capital improvements. The Town realizes that a
second rate increase is probable when funding is needed for the projects. Mr. Moss moved to endorse
the actions of the Town. Mr. Bolton seconded the motion which carried unanimously.



City of Ramer

The City of Ramer had been reported to the Board as having a negative change in net assets in its water
and sewer system for two consecutive fiscal years. On Tuesday, staff received a request for a
postponement to allow time to work with MTAS and the new data processing company. Staff granted
the postponement.

City of Red Boiling Springs

The City of Red Boiling Springs had been reported to the Board as having a negative change in net assets
in its water and sewer system for two consecutive fiscal years. The State Revolving Fund will be
completely repaid in August 2013 and the City is exploring the possibility of refinancing the remainder of
its debt. Rates were increased six percent on August 1, 2013, with additional six percent increases
scheduled in 2014 and 2015. Ms. Parker moved to accept the actions of the City. Mr. Wilkins seconded
the motion. Motion carried unanimously.

Town of Sharon

The Town of Sharon had been reported to the Board as having a negative change in net assets in its
water and sewer system for two consecutive fiscal years. The Town was debt free. Effective July 1,
2013, the minimum sewer bill was increased $3.60. Mr. Moss moved to endorse the actions of the
Town regarding the rate increase, strongly suggested that policies be adopted by the Town council and
requested the leak detection program be submitted to the Board within six months. Ms. Parker
seconded the motion. Motion carried unanimously.

City of Sunbright
The City of Sunbright had been reported to the Board as having a negative change in net assets in its

sewer system for two consecutive fiscal years. The 22 year old system has 72 customers and is being
held together by band-aids and duct tape. The customer base appears to be getting smaller and no
grants have been received recently. Although staff’s original recommendation was a 59% revenue
increase, the City countered with some expense reductions and a 6% rate increase effective July 1, 2013.
Mr. Wilkins moved to endorse the actions of the City regarding the rate increase, suggest the City find
ways to generate revenue without a general fund transfer and request verification be provided to the
Board that they have talked to Plateau Utility District about a takeover of the small struggling system.
Mr. Moss seconded the motion which passed unanimously.

Town of Wartrace

The Town of Watrace had been reported to the Board as having a negative change in net assets in its
water and sewer system for two consecutive fiscal years. The water system was installed in 1934 and
the sewer system in 1960. Previous administrations had focused on expansion of the systems instead of
maintenance. Much infrastructure work needs to be done — which is very expensive. The Town is
currently reviewing its options for refinancing existing debt and financing construction needs. A rate
study prepared by MTAS in late 2012 resulted in a major restructuring of the rates. Ms. Parker moved to
endorse the actions of the Town and request a six month status update. Mr. Heidel seconded the
motion which carried unanimously.



Status Report — financial distress
Status reports were presented for the Towns of Alexandria, Henning, Oneida and Vonore; and the Cities
of Friendship and Grand Junction. The Board took no action.

Cases — water loss

Cases of water loss are presented to the Board but no action is taken unless specifically requested by
members. The cases will continue to be reviewed annually until they are in compliance. The following
cases were presented:

Hiwassee Utilities Commission

Although not under the jurisdiction of the Board, the case was presented because the reported water
loss was a negative. Ms. Welborn asked Chris Leauber to explain how the negative water loss was
possible. Mr. Leauber explained that under registering or over registering of sales or production meters
could create such a situation. The board took no action.

City of Union City
The initial referral for the City reflected a validity score of 57. After the City analyzed the data once

again, the submitted a revised AWWA form reflecting a score of 71. The City was deemed in compliance
with the guidelines and dismissed from the jurisdiction of the Board.

City of Waynesboro

The initial referral for the City reflected non-revenue water as percent by cost of operating system of
37.2%. After the City analyzed the data once again, the submitted a revised AWWA form reflecting a
score of 26.8%. The City was deemed in compliance with the guidelines and dismissed from the
jurisdiction of the Board.

Status — water loss

Water loss status reports were presented for the Cities of Elizabethton, Lenoir City, Mountain City; Town
of Spencer; and the Watauga River Regional Water Authority. The Board took no action on these
reports.

Compliance Reports

The following are in compliance with both financial distress and water loss: Cities of Dresden, Etowah,
McEwen, Mount Pleasant, Pikeville and Rockwood; and Towns of Baileyton and Moscow.

Jurisdiction List

Ms. Welborn stated that the Board package included a schedule identifying all systems which were
currently under the Board'’s jurisdiction. A separate sheet was included for the systems dealing only
with excessive water loss.



Ms. Welborn shared the responses provided to the Joint Government Operations Committee during the
Sunset review process. The Committee will make a recommendation to the General Assembly in 2014
to extend the Board for five years.

Future Meetings
The next regular meeting was scheduled for November 14, 2013, at 10:00 AM in the Legislative Plaza.

Mr. Bolton moved to adjourn. Motion was seconded by Mr. Wiggins. Motion carried unanimously.
Meeting was adjourned at 12:30 p. m.

Respectfully submitted,

Ann Butterworth Joyce Welborn
Chair Board Coordinator



WATER AND WASTEWATER FINANCING BOARD
Case Study

Case: Town of Kimball, Marion County
Mayor: David Jackson
Customers: 73 sewer

The Town of Kimball has been reported to the Board as having two consecutive years
with a negative change in net assets in its sewer collection fund as of June 30, 2012. A
financial and rate history is attached.

All water is furnished by the City of South Pittsburg. Billing and collecting revenue for
the sewer system is also done by South Pittsburg, who retains a percentage portion of the
collections.

Town officials stated that the main reason for the financial condition is the excessive
infiltration and inflow to the system. Also, during FY 11, a line installed in 1995 had to
be replaced. A road bore could not be done so the road was cut resulting in $45,000 of
additional repair expense.

As of May 2013, the sewer system is debt free.

Effective July 1, 2012, in an attempt to protect and maintain the customers in the tough
economic times, an ordinance was passed which charges each of the six municipal
buildings a surcharge of $800 per month. This will amount to a subsidy of the sewer
system of $57,600 annually.

Tennessee Code Annotated 868-221-1002(a)(3), “establish fiscal self-sufficiency of
wastewater facilities.”

Tennessee Code Annotated 868-221-1008(a)(1) and (2):

“(a) (1) A water and wastewater financing board is established in the office of the
comptroller of the treasury to determine and ensure the financial integrity of certain water
systems and wastewater facilities.

(2) The board is charged with the responsibility of furthering the legislative
objective of self-supporting water systems and wastewater facilities in this state and shall
be deemed to be acting for the public welfare in carrying out 68-221-1007 68-221-
1012.”

Tennessee Code Annotated 868-221-1009(a)(3) under powers and duties of the WWFB
states:

(3) Effect the adoption of user rates necessary for the self-sufficient operation of
certain water systems and wastewater facilities and to negotiate the consolidation of
certain water systems and wastewater facilities pursuant to 68-221-1007 -- 68-221-1012.



At the last meeting, the Board voted to defer action until counsel for the Board could
clarify if the action of the Town relative to the rate for municipal buildings was legal.

Staff recommends the Board suggest that the Town review its ordinance which
requires surcharges the municipal buildings. The Town will remain under the
jurisdiction of the Board until an audit is received which reflects compliance.



TOWN OF KIMBALL

HISTORY FILE

Audited Audited Audited
Fiscal Year 6/30 2010 2011 2012
Sewer revenues $ 84,274 $ 73,663 $ 78,462
Other revenues $ 3,472 $ 2,125 $ 1,762
Capital contributions $ 366,159
Transfer match for grant $ 125,613
Total Operating Revenues | $ 579,518 $ 75,788 $ 80,224
Total Operating Expenses $ 117,168 $ 121,506 $ 80,117
Operating Income $ 462,350 $ (45,718) $ 107
Interest Expense $ 1,679
In lieu of taxes
Change in Net Assets $ 462,350 | $ (45,718) $ (1,572)
Supplemental Information
Principal payment $ 73,323
Depreciation $ 36,905 $ 43,514 $ 46,536
Sewer rates
First 3,000 gallons $ 10.66 $ 10.66 $ 12.24
All over $ 3.18 $ 3.18 $ 4.08
Sewer customers 72 71 73




TOWN OF KIMBALL
675 Main Street
Kimball, TN 37347
Phone 423-837-7040
Fax 423-837-1039

Mayor David Jackson Vice-Mayor Rex Pesnell ~ Alderman Jerry Don Case  Alderman Mark Payne Alderman Johnny Sisk

June 21, 2013

Via: E-Mail joyce.welborn@cot.tn.gov

Ms. Joyce Welborn

Board Coordinator

Tennessee Water and Waste Water Financing Board
James K. Polk State Office Bldg., Suite 1500

505 Deaderick Street

Nashville, TN 37243-1402

Re:  Town of Kimball, Tennessee
Dear Ms. Welborn:

This letter is being written in response to your letter of January 30, 2013, and your meeting
with me, Kimball CMFO/Recorder Tonia May, and Town Attorney Billy Gouger on May 9, 2013, in
reference to financial distress of Kimball’s sewer system for the two fiscal years ending June 30, 2012.

As we discussed, the Town has addressed the financial distress by taking the following
actions:

(1) Insuring that sufficient revenues are budgeted to cover necessary expenditures including
depreciation in the operation of the system. The Town believes that depreciation expenses, excessive
infiltration and inflow problems, and an unanticipated $45,000.00 expense necessitated by a road cut
for a line repair all contributed to the budget shortages for the fiscal years in question.

(2) Adoption of Ordinance No. 221 to levy a surcharge of $800.00 per month for each of the
Town’s six municipal buildings, which became effective July 1, 2012, and serves to generate an
additional $57,600.00 in revenue to the system. A copy of said ordinance is attached for your records.

(3) Consideration has been given to the recommendation that the Town lower the minimum
rate for sewer from the current 3,000 gallons per month to either 2,000 gallons or 1,500 gallons per
month as a means of increasing revenue without levying a rate increase. Both this option and a rate
adjustment will be considered by the Town in the future if necessary to prevent revenue shortfalls and
financial distress in the sewer system.
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The Town has reviewed your proposed case study, and it adopts and asserts the following
facts in support of its contention that its sewer system is now financially sound and free of financial
distress:

* As of the date of this letter, the Town’s sewer system is debt free.

* Excessive infiltration and inflow (I & I) to the Town’s system, combined
with unanticipated expenses incurred in the replacement of a sewer line
installed in 1995 and an unanticipated $45,000.00 expense incurred for a
road cut required for the line repair during the 2011 fiscal year all
contributed to the financial shortfalls in the system for the 2010-2011 and
2011-2012 fiscal years.

* The Town’s adoption of Ordinance No. 221 as outlined above, which was
made with the concurrence of the Town’s auditor and staff from your
office, has served to ease some of the financial burden on the system
without jeopardizing the Town’s sewer customer base.

* As you have noted in your case study, water is furnished to Kimball by the
City of South Pittsburg, and all billing and revenue collection related to
the sewer system is also handled by South Pittsburg, which then retains a
percentage portion of its collections for its services provided to Kimball.

The Town expects the audit of its sewer system for the 2012-2013 fiscal year to reflect
compliance with sound fiscal management rules and regulations applicable to the operation of
the sewer system. Additionally, the Town’s unaudited financial records project a positive fund
balance in the sewer system for the period ending June 30, 2013, of approximately $57,000.00.

The Town’s Board of Mayor and Aldermen, and especially I as Mayor of the Town,
fully understand and appreciate our responsibilities of good financial management of the Town’s
sewer system, and we are all likewise aware of your responsibilities and those of your Board to
insure sound financial management of such systems. If there is anything further that the Town
needs to do to assure compliance with the Board’s regulations or if you have any questions,
please do not hesitate to contact me. On behalf of the Town and its Board of Mayor and
Aldermen, I thank you for your assistance and cooperation on these issues.

Sincerely yours,

TOWN OF KIMBALL, TENNESSEE

By:DA/ ZW

David Jackson! Mayor
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ORDINANCE NO. 221

AN ORDINANCE TO AMEND ORDINANCE NOS. 41, 50, 89, 131, AND
138 OF THE TOWN OF KIMBALL, TENNESSEE REGARDING A
SEWER RATE SURCHARGE APPLICABLE TO THE TOWN OF
KIMBALL, TENNESSEE.

WHEREAS, the Board of Mayor and Aldermen has previously enacted Ordinance
Nos. 41, 50, 89, 131, and 138 regarding the sewer system, sewer usage, and sewer rates for the Town
of Kimball, Tennessee; and

WHEREAS, the Board of Mayor and Aldermen has determined that imposition of
a sewer rate surcharge for the Town’s municipal buildings is in the best interest of the citizens of
the Town of Kimball, Tennessee; and

WHEREAS, by provisions of Section 7 of Ordinance No. 41, the Board of Mayor
and Aldermen of the Town of Kimball is authorized to regulate sewer rate schedules and connecting
fees; and

WHEREAS, by Ordinance Nos. 50, 89, 131, and 138, the Board of Mayor and
Aldermen has amended Section 7 of Ordinance No. 41 pertaining to sewer rates to be applied to the
sewer service in the Town of Kimball, Tennessee; and

WHEREAS, the Town of Kimball, Tennessee has adopted the Kimball Municipal
Code and all provisions regarding sewer usage rates and connection fees are contained in Title 18
of said Municipal Code, with the sewer rates schedule being set forth in Title 18-107; and

WHEREAS, in order to meet the obligations imposed by the laws of the State of
Tennessee, and the obligations incurred for providing sewer service in the Town of Kimball, the
Board of Mayor and Aldermen of the Town of Kimball is of the opinion that Ordinance Nos. 41, 50,
89, 131, and 138, along with Title 18-107 of the Kimball Municipal Code, should be amended to
establish a sewer rate surcharge for all of the Town’s municipal buildings that receive sewer service.

ITIS, THEREFORE, ORDAINED AND ENACTED by the Board of Mayor and
Aldermen of the Town of Kimball, Tennessee, that the sewer rate schedule set forth in Ordinance
Nos. 41, 50, 89, 131, and 138, and Title 18-107 of the Kimball Municipal Code, be amended as as
follows in order to add a sewer rate surcharge for all municipal buildings owned by the Town:

In addition to the commercial sewer rate currently being charged to
the Town for its municipal buildings as provided in the
aforementioned Ordinances and Kimball Municipal Code, the Town
shall pay directly to its sewer fund a monthly sewer rate surcharge of
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$800.00 for each of the Town’s six (6) municipal buildings and all
future municipal buildings, which are connected to and receive
sanitary sewer services from the Town’s sewer collection system,
such surcharge to become effective as of July 1, 2012.

IT ISFURTHER ORDAINED AND ENACTED that the Town’s sewer fund shall
invoice the Town’s general fund for such sewer rate surcharge on a monthly basis.

This Ordinance and the above-established sewer rate surcharge shall become
effective after its passage and publication as required by law, the public welfare requiring it.

PASSED AND APPROVED by the Board of Mayor and Aldermen on the 2™ and
final reading on the 23t day of dune ,2012.

Y b2

DAVID JACKSON, Mayor

ATT
. 52%4(’1 }/}/7@0

Toma May, Town Recorder

APPROVED AS TO FORM:

/ e - o
William L. Gouger, Jr. L_D

Attorney for Town of Kimball

Passed on first reading \& une N 012

Passed on second reading Aumz 3, 01 -
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WATER AND WASTEWATER FINANCING BOARD

Case Study
Case: Town of Obion, Obion County
Mayor: Rodney Underwood
Customers: 669 water and sewer
Validity Score: 74

Non-revenue water: 10.6%

The Town of Obion has been experiencing a negative change in net assets in its water and
sewer system for two consecutive fiscal years according to the information contained in
audited financial statements. The financial and rate history is attached.

When asked why the system was in its current shape, the Mayor responded: poor
management and record keeping. There are administrative problems in the office and
salaries are not being allocated to the correct funds based on the duties. Meter
replacements have not been done timely. Recently fifty meters were replaced and the
sales increased $7.00 per month per customer because of the more accurate recording of
the water usage. The Town has been paying a neighboring operator $1,000 per month,
but current staff should be certified by the end of 2013.

A new accounting system has been purchased. Sewer smoke testing was completed last
year. A collection agency is now being used to help with delinquent bills.

The Mayor began his two-year term of office in November 2012. During his first term in
the 1990’s, he had a new computer system installed that included hand-held meter
readers. The employees didn’t like the electronic system, so they returned to the “hand
written meter books.” Another system has now been purchased and training is underway.

Based on the attached letter from the Mayor, he is focusing on getting back to the basic
business practices — accounting, budgeting, billing, water loss, meters, and employee
training. It is staff’s understanding that a rate increase is not planned during this fiscal
year, but the emphasis will be on developing an understanding of the current situation
and how it can be changed.

Staff recommends the Board endorse the actions of the Town based on the
information included in the attached letter from Mayor Underwood. Since the
Mayor will be at the end of his term of office by the time things are analyzed and
“under control”, staff would also recommend that a small inflationary based
increase be implemented January 1, 2014.

The Town will continue to be under the jurisdiction of the Board until an audit is
received which reflects compliance.



TOWN OF OBION

HISTORY FILE

Audited Audited Audited
Fiscal Year ended 6/30 2010 2011 2012
W/S Revenues $ 350,736  $ 334,956 $ 362,865
Other revenues $ 27,024  $ 18,327 $ 23,397
Grant revenue $ 279,889 $ 81,749 $ 304
GF Transfer $ 29,995 $ 27,972
Total Revenues $ 687,644 $ 463,004 $ 386,566
Total Expenses $ 367,474 @ $ 481,244 $ 396,491
Revene vs. Expenses $ 320,170 $ (18,240) $ (9,925)
Interest Expense $ 3,831 $ 10,148 $ 2,506
Change in Net Assets $ 316,339 $ (28,388) $ (12,431)
Supplemental Information
Principal payment $13,667 $6,666 $14,667
Depreciation $ 86,900 $ 86,645 $ 83,649
Water Rates
Residential. sm comm in town
First 1,500 gallons $ 10.20 | $ 10.20 % 10.50
All over $ 3.66 $ 3.66 $ 4.00
Residential, sm comm rural
First 2,000 gallons $ 16.30 $ 16.79 $ 16.79
Over 2,000 gallons $ 548 $ 548 $ 9.00
Sewer rates are 100% of water
Water customers 532 444
Sewer customers 262 241
Customers 669
Water Loss 14.252% 16.840%
Validity score 74
Non-revenue as%b of operation 10.60%
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Rodney UndeMood TOWH of Obion Jana Fluty

Mayor
y 137 East Palestine bbb
Councilmen: Obf;(:ft.rgf::lc:sggé gg 40 Councilmen:
Robert Anderson Phons: 731-536-6242 Polk Glover
Patsy Barker Fax: 731-536-6216 Mike Miller
James Depriest THE TOWN OF OBION IS AN EQUAL OPPORTUNITY PROVIDER. Gracie Ashley
July 22, 2013 X
State of Tennessee AUG 0 2 st

Comptroller of the Treasury
Division of Local Gov’t Audit

Suite 1500, James K. Polk Building
505 Deadrick Street

Nashville, TN 37243-1402

ATTN: Joyce Welborn
Re: Follow up on July 19, 2013 meeting

Dear Ms. Welborn,

I am writing to follow up on the meeting we had on July 19, 2013. Below is a list of actions taken and /or
planned to be taken by the Town of Obion Mayor and Council in cooperation with the appropriate
departments to address the negative change in assets in the water department:

A. BUDGET

(1). Accounting separately all expenditures not incurred during normal operations and
maintenance.

(2). Reviewing revenues and expenditures regularly to assure compliance with budget.

B. BILLING AND ACCOUNTING OFFICE , .
(1). Purchased and implemented an electronic meter reading system to replace outdated hand
written procedures, reducing the time needed to input data by 21 hours per month.
(2). Budgeting to purchase new software and cash drawers to further improve productivity and
improve usage report data.

(3). Cut- off policy in place and enforced.

C. WATER DEPARTMENT
(1). Working on lowering unaccounted for water.
(a) Meters installed at creek crossings.

(b) Looking into the cost of moving lines off of bridge and having the lines bored under
creek.
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Robert Anderson Phone: 731-536.6242 Polk Glover
Patsy Bark_er Fax: 731-536-6216 Mike Miller
James Depriest THE TOWN OF OBION IS AN EQUAL OPPORTUNITY PROVIDER. Gracie Ashley

(c) Working on fixing leaks properly instead of patching.

(d) Public works director is in the process of obtaining all licensure; the final license should
be obtained in2013. This will decrease expenditures by $12,000 annually, the cost for
contracting with an independent, licensed water and wastewater operator.

(2). Meter program
(a) Starting a replacement program for water meters.
(b) Installing 50 new meters- we will flag these to measure increase in revenues from new
meters versus old meters.
(c) Also changing boxes and valves as we change out meters.
(d) Plans to request funding from Council to calibrate all 2” and larger meters and to

two master meters.

A rate increase is not being considered until July, 2014 at the earliest. Town officials are trying to get
better control over the expenditures and to understand the complete administration and operation of
the system.

I enjoyed meeting with you and if there are any questions feel free to contact me at 731-536-6242 or
731-796-0859.

Sincerely,

=

Mayor Rodney Underwood
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WATER AND WASTEWATER FINANCING BOARD
Case Study

Case: Town of Hornsby, Hardeman County
Mayor: Mack Carter

Customers: 398 water

Water loss:  18.91%

The Town of Hornsby has been experiencing a negative change in net assets in its water
system for two consecutive fiscal years according to the information contained in audited
financial statements. The financial and rate history is attached.

During FY 10 and FY 11, the US Highway 64 bypass was under construction, which
caused “lots of leaks.” Also, the Town changed the water supplier from Bolivar to
Selmer. The cost for water is currently $2.07 per thousand gallons.

The meters in the system were originally installed in the 1970’s. Although a few have
been replaced, most are still in use.

The Town does not have a set of written policies, including those for meter replacement
or debt management. Meters are replaced when they stop. The system is debt free.

The Mayor just took office in November 2012 and he is still learning the system in order
to determine which move should be made first.

Staff suggested that the Mayor contact MTAS for a consultation about a rate study and
TAUD for assistance with the AWWA reporting worksheet and a policy manual.

The Town Council passed a 20% rate increase in August. An analysis of FY 13 is
showing a positive change in net assets. A decision was to be made at the Town council
on November 5 on whether to implement the increase based on the analysis.

Staff’s recommendation will be made at the November 14 meeting based on the
information received after the Town Council meeting on November 5. The Town
will continue to be under the jurisdiction of the Board until an audit is received
which reflects compliance.

20



TOWN OF HORNSBY
HISTORY FILE
Audited Audited Audited Audited
FYE 6/30 2009 2010 2011 2012
Water revenues $ 158,536 $ 139,501 $ 124,784 $ 130,055
Other revenues $ 1,228 $ 1,064 $ 122 $ 1,822
Total Oper Rev. $ 159,764 ' $ 140,565 $ 124,906 $ 131,877
Total Oper Exp. $ 131,201 $ 126,378 $ 142,145 $ 140,699
Operating Income $ 28,563 $ 14,187 $ (17,239) $ (8,822)
Interest Expense $ 3,004 $ 2,170 ' $ 1,363 $ 1,729
Change in Net assets | $ 25,559 $ 12,017 $ (18,602) $ (10,551)
Additioan info
Principal payment $ 16,016 | $ 16,850 | $ 17,663 $ 17,291
Depreciation $ 15,254 $ 15,188 $ 15,488 $ 15,382
Water rates
Inside town
Residential
0 - 2,000 gallons $ 1250 $ 1250 $ 1250 $ 12.50
All over $ 425 % 425 % 425 % 4.25
Commercial
0 - 2,000 gallons $ 16.50 $ 1650 $ 16.50 $ 16.50
All over $ 475 % 475 % 475 | $ 4.75
QOutside town
Residential
0 - 2,000 gallons $ 1350 $ 1350 $ 1350 $ 13.50
All over $ 475 | $ 475 % 475 | $ 4.75
Commercial
0 - 2,000 gallons $ 20.25 % 20.25 % 2025 $ 20.25
All over $ 525 $ 525 $ 525 $ 5.25
Customers 404 402 402 398
Water loss 10.45% 16.40% 26.55% 18.91%
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TOWN OF HORNSBY
P.O. Box 58
Hornsby, Tennessee 38044
Board of Aldermen: Board of Aldermen:
Patricia Plunk Brian King
Greg Vance Raymond Cox
Anita Ruth Johnson Curtis Vandiver
Pamela Parchman

Mayor Recorder
Mack Carter, Jr. Helen P. Coffman

October 28, 2013

STATE OF TENNESSEE

Water and Wastewater Financing Board ocr 3 1 2013
James K. Polk State Office Building

Suite 1500

505 Deaderick Street

Nashville, Tennessee 37243-6216

Subject: Water Rate Increase Plan for the City of Hornsby, Tennessee

Dear Ms. Joyce Welborn:

Attached is the financial Plan required to increase the Water Rates in the city of Hornsby. The board and I have
reviewed the Water and Wastewater Financing Board requirements and the two years negative change in Net
Assets and adopted a 20 percent water rate increase. Although an analysis of the 2013 financials show a small
positive change in net assets, we have already approved the 20 percent water rate increase at our August Board

Meeting.

In the next board meeting on November 5, 2013, the board will decide the date to implement the new water rate
increase. I am going to recommend December 1, 2013 unless the board decides a different date.

I am currently formulating a letter to be submitted to all city water customers informing them of the two years
(2011 and 2012) negative change in Net Assets and the requirement of the Water and Wastewater Financing
Board that a rate change be implemented based on those results.

If you have any questions, please contact me on my cell phone at 731-433-8098

Sipcerely,

Mack Carter, Jr. %/Z
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HORNSBY WATER RATE STUDY WITH PROJECTIONS
AND RECOMMENDATIONS FOR RATE INCREASE.

PREPARED BY

THE

HORNSBY WATER DEPARTMENT

OCTOBER 29, 2013

23



VI.

VII.

TABLE OF CONTENT

TITLE PAGE

TABLE OF CONTENT

INTRODUCTION

TABLE I, FY 2013 WATER BILLING SUMMARY BY CUSTOMER
CLASS

TABLE II, FY 2013 WATER USAGE VERSE REVENUE BY
CUSTOMER CLASS

TABLE Ill, HORNSBY WATER FUND HISTORY AND FINANCIAL
PROJECTIONS FOR 2014, 2015 AND 2016

ANALYSIS OF OPERATION COST FOR PAST FOUR YEARS (2010,
2011, 2012 AND 2013 WITH ATTACHED GRAPH)

NEW WATER RATE TABLE FOR ALL CUSTOMERS

SUMMARY OF DETAILED ANALYSIS

24



INTRODUCTION

The Hornsby Water Department has experienced an operation loss for
fiscal years 2011, 2012. By Tennessee State Law, no municipal public
water system can operate with continuing operating losses for two
successive fiscal years. Upon two successive losses, the state issues an
order to municipality requiring it to develop a plan as to how the
operating deficit may be eliminated and return to profitability.

On 06/11/13, the state submitted a letter to Hornsby explaining the
state stature and instructing the city to develop an financial plan as to
how the Hornsby Water District will return to profitability and also
informing the mayor that a meeting will be set up to discuss their
recommendations to return to profitability.

That state recommended that the water rates be increased
immediately by 20%. Since that meeting in July, the city has closed the
fiscal year 2013 with an operating water gain. The Water Department
has completed a financial plan that reviewed the past four fiscal years
for 2010, 2011, 2012 and 2013 to project the finances for 2014, 2015
and 2016.
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Table I: Hornsby, TN
Water Billing Summary by Customer Class - 2013
CONSUMPTION
NUMBER OF BILLS ~ |(GALLONS/YEAR) REVENUE/YEAR
RESIDENTIAL - INSIDE 238 125,962.00 75,033.29
RESIDENTIAL - OUTSIDE 131 71,009.00 45,705.85
COMMERCIAL- INSIDE 11 14,646.00 9,388.35
COMMERCIAL - OUTSIDE 14 5,770.00 12,551.90
UTILITY DISTRICT 0 0
INDUSTRIAL 0 0
TOTAL 394 217,387.00 142,679.39
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Table 2: Hornsby, TN
Water Usage Verse Revenue by Customer Class -2013

27

Consumption Annual

(Gallom/Year) % Revenue %
Residential - Inside 125,962.00 58%| $ 75,033.29 53%
Residential - Outside 71,009.00 33%| $ 45,705.85 32%
Commercial - Inside 14,646.00 7% S 9,388.35 7%
Commercial - Quside 5,770.00 3% S 12,551.90 9%
Utility District 0 S -
Industrial 0 S -
TOTAL 217,387.00 100%| $ 142,679.39 100%




TABLE 3: HORNSBY
WATER/SEWER FUND HISTORY AND FINANCIAL PROJECTIONS W/RATE INCREASE
AUDIT AUDIT AUDIT CURRENT  [PROJECTED F/Y] PROJECTED | PROJECTED
F/Y 1010 F/Y 2011 FrY 2012 F/Y 2013 2014 FIY 2015 FIY 2016
REVENUE
Water Sales 139,501 124,784 130,055 142,679 142,679 142,679 142|679
Additional Water Revenue Inc. 0 0 0 0 0 0 0
Penalties 0 0 0 0 0 0 0
Tap/Service Fees/Other 0 0 0 0 0 0 0
20% Water Rate Increase 28,536 28,536 28536
TOTAL REVENUE 139,501 124,784 130,055 142,679 171,215 171,215 171|215
EXPENSES
Operating & Maintenance 111,190 126,657 129,232 124,178 124,178 124,178 124/178
2% Proj. Increase in Operating Expense 0 0 0 0 2,484 2,484 2484
Depreciation 15,188 15,488 11,467 11,000 11,000 11,000 11000
TOTAL EXPENSES 126,378 142,145 140,699 135,178 137,662 137,662 137|662
OPERATING INCOME (LOSS) 13,123 -17,361 -10,644 7,501 33,553 33,553 33/553
NON-OPERATING
REVENUE/EXPENSES
Interest Income 1,064 122 1,822 1,822 1,822 1,822 1,822
Interest Expense -2,170 -1,363 -1,729 0 0 0 0
Interest - New Debt 0 0 0 0 0 0 0
Amorization 0 0 0 0 0 0 0
Miscellaneous' 0] 0 0 0 0 0 0
TOTAL NON - OPERATING -1,106 -1,241 93 1,822 1,822 1,822 1,822
INCOME (LOSS) BEFORE
CONTRIBUTIONS &
TRANSFERS 12,017 -18,602 -10,551 9,323 35,375 35,375 35/375
GRANTS
TRANSFERS OUT 0 0 0 0 0 0 0
CHANGES IN NET ASSETS 12,017 -18,602 -10,551 9,323 35,375 35,375 35(375
WATER LOSS % 16.40% 26.55% 18.91%
Growth rate water = 0 % 0 0 0
NOTE: PROJECTED EXPENSES IS LESS THAN CURRENT EXPENSES BY $5,337.36. THIS DIFFERENCE IS DUE TO THE 2013 COST FOR COMPUTERS,
PRINTER AND MISC. EXPENSES THAT GOES AWAY IN FISCAL YEAR 2013. _ | _ _
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OPERATING EXPENSES FOR FISCAL YEAR - 2010

PROFESSIONAL OFFICE EQUIP & MACHINE

MONTH SERVICES LABOR WAGES EXPENSE PARTS HIRE ELECTRICITY |WATER PHONE INSURANCE |TAXES MISC TOTAL
JULY 850.00 120.00 2021.72 1204.74 356.26 0.00 191.55 5453.53 20.00 0.00 1689.56 1650.00 13557.36
AUGUST 0.00 60.00 2712.46 929.24 188.68 0.00 180.05 6504.09 20.00 0.00 2049.08 1785.00 14428.60
SEPTEMBER 0.00 120.00 2338.57 774.93 1011.75 0.00 105.31 5007.04 20.00 0.00 1299.00 1780.00 12456.60
OCTOBER 0.00 95.00 2123.78 410.43 0.00 0.00 146.56 4562.43 20.00 56.60 1807.44 1740.00 10962.24
NOVEMBER 0.00 175.00 2531.73 930.58 0.00 0.00 150.12 3960.24 20.00 0.00 1874.54 1760.00 11402.21
DECEMBER 0.00 0.00 2358.42 359.64 782.48 0.00 137.04 3686.34 20.00 0.00 1603.16 1779.80 10726.88
JANUARY 0.00 210.00 2447.56 581.98 3360.09 0.00 171.81 3943.35 20.00 0.00 1668.88 1650.00 14053.67
FEBRUARY 0.00 50.00 1807.85 443.59 105.25 0.00 183.78 6127.02 20.00 0.00 1634.30 1585.00 11956.79
MARCH 850.00 0.00 2303.02 616.52 0.00 0.00 136.36 4478.01 20.00 188.81 2061.96 1860.00 12514.68
APRIL 0.00 0.00 2355.94 960.34 224.85 0.00 141.32 3955.60 20.00 0.00 1636.08 1650.00 10944.13
MAY 0.00 120.00 2332.64 388.87 0.00 0.00 158.96 5787.60 20.00 179.00 1661.66 1630.00 12278.73
JUNE 0.00 120.00 2305.04 1532.51 17.12 0.00 160.23 3867.60 20.00 0.00 1592.92 1695.00 11310.42

TOTAL 1700.00 1070.00 27638.73 913337 6046.48 0.00 1863.09| 57332.85 240.00 424.41| 20578.58 20564.80 146592.31
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OPERATING EXPENSES FOR FISCAL YEAR - 2011

PROFESSIONAL OFFICE EQUIP & MACHINE

MONTH SERVICES LABOR WAGES EXPENSE PARTS HIRE ELECTRICITY |WATER PHONE INSURANCE | TAXES MISC TOTAL
JULY 0.00 60.00 2423.17 1030.84 1270.40 0.00 166.45 5871.45 20.00 0.00 1020.00 1695.00 13557.31
AUGUST 0.00 120.00 3261.46 660.83 1016.01 0.00 188.53 5387.80 20.00 0.00 1483.00 1910.00 14047.63
SEPTEMBER 0.00 1120.00 2463.90 463.04 162.94 0.00 156.41 6417.40 20.00 0.00 1939.17 1630.00 14372.86
OCTOBER 0.00 0.00 2095.83 467.79 988.06 0.00 199.51 5240.40 20.00 0.00 1761.34 1785.00 12557.93
NOVEMBER 0.00 95.00 2448.47 508.73 129.99 0.00 171.14 5746.40 20.00 0.00 1650.06 1805.00 12574.79
DECEMBER 0.00 0.00 2459.27 442.00 3000.00 0.00 175.93 8791.20 20.00 0.00 1815.46 1630.00 18333.86
JANUARY 0.00 0.00 3187.97 928.28 118.88 0.00 180.07 5005.00 20.00 0.00 1707.76 1800.00 12947.96
FEBRUARY 0.00 0.00 2440.98 510.01 94.43 0.00 190.21 6435.00 20.00 61.01 1296.62 1585.00 12633.26
MARCH 0.00 0.00 2525.47 782.24 1378.40 0.00 167.19 8649.30 20.00 0.00 1687.36 1710.00 16919.96
APRIL 0.00 0.00 2890.61 562.12 185.97 0.00 263.79 8.80 0.00 0.00 1630.88 1815.00 7357.17
MAY 0.00 60.00 2742.50 515.33 2878.64 0.00 244.22 3134.34 353.28 0.00 1643.60 1650.00 13221.91
JUNE 0.00 0.00 2664.30 551.10 206.84 0.00 284.09 4068.90 160.94 0.00 1831.30 1585.00 11352.47

TOTAL 0.00 1455.00 31603.93 7422.31| . 11430.56 0.00 2387.54| 64755.99 694.22 61.01] 19466.55 20600.00 159877.11
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OPERATING EXPENSES FOR FISCAL YEAR - 2012

PROFESSIONAL OFFICE EQUIP & MACHINE

MONTH SERVICES LABOR WAGES EXPENSE PARTS HIRE ELECTRICITY |WATER PHONE INSURANCE | TAXES MISC TOTAL
JULY 875.00 180.00 2739.50 782.05 106.55 0.00 385.86 5967.72 320.83 0.00 1907.80 1610.00 14875.31
AUGUST 0.00 60.00 3238.16 1013.45 1672.42 0.00 377.14 5505.39 224.76 0.00 2316.45 2717.42 17125.19
SEPTEMBER 0.00 120.00 2475.65 770.34 139.44 0.00 223.73 4828.02 212.13 0.00 1125.00 1850.00 1174431
OCTOBER 607.65 25.00 3367.94 514.92 2623.84 0.00 241.72 5457.15 245.59 0.00 1924.72 1630.00 16638.53
NOVEMBER 0.00 35.00 3394.41 532.55 1825.84 2150.00 226.70 5217.96 245.99 0.00 1012.00 1955.00 16595.45
DECEMBER 0.00 0.00 3368.52 474.90 1845.99 0.00 340.20 6302.00 245.81 406.69 1901.36 1585.00 16470.47
JANUARY 0.00 0.00 3075.26 671.65 990.53 0.00 362.60 6428.00 245.81 0.00 2091.78 1715.00 15580.63
FEBRUARY 0.00 0.00 2626.12 547.05 2196.93 0.00 390.06 4571.00 245.81 0.00 1662.66 1650.00 13889.63
MAARCH 0.00 0.00 2472.67 557.40 303.59 0.00 365.29 3279.00 248.29 0.00 1719.56 1780.00 10725.80
APRIL 975.00 60.00 2292.16 599.93 0.00 0.00 319.21 1200.00 264.43 0.00 1421.78 1715.00 8847.51
MAY 0.00 120.00 2828.13 861.28 1768.07 0.00 308.52 1434.00 272.64 0.00 1811.97 1715.00 11119.61
JUNE 0.00 0.00 3502.48 795.60 1783.38 0.00 374.16 4362.00 257.05 0.00 1752.74 1715.00 14542.41

TOTAL 2457.65 600.00 35381.00 8121.12 15256.58 2150.00 3915.19 54552.24 3029.14 406.69 20647.82 21637.42 168154.85
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OPERATING EXPENSES FOR FISCAL YEAR - 2013

PROFESSIONAL OFFICE EQUIP & MACHINE

MONTH SERVICES LABOR WAGES EXPENSE |PARTS HIRE ELECTRICITY |WATER PHONE INSURANCE |TAXES MISC TOTAL

JULY $106.97 $190.00| $3,383.25| $591.74 $319.53 $0.00 $264.11| $5,809.00| $264.90 $0.00| $1,984.90 $81.00| $12,995.40
AUGUST $0.00 $60.00| $4,141.80|$1,408.11| $1,541.86| $300.00 $277.24| $6,118.00| $265.37 $0.00{1309..00 $250.00| $14,362.38
SEPTEMBER $0.00 $95.00| $2,664.75| $413.47| $3,872.41 $0.00 $336.83 $0.00 $0.00| $1,140.76 $679.49| $250.00/ $9,452.71
OCTOBER $0.00 $0.00| $3,017.56| $213.18 $341.66| $847.90 $220.67| $7,507.00| $522.04 $0.00| $2,049.58 $0.00| $14,719.59
NOVEMBER $0.00 $60.00| $2,470.27| $875.22| $1,428.30 $0.00 $252.33| $1,532.00| $301.15 $0.00| $2,515.68$1,750.00| $11,184.95
DECEMBER $0.00 $30.00| $2,649.72| $1,021.72| $1,520.59 $0.00 $309.48 $468.00| $261.15 $0.00| $1,747.86|$1,750.00,  $9,758.52
JANUARY $512.36 $0.00| $1,555.48| $531.87 $499.72 $0.00 $399.15| $7,670.00/ $270.57 $0.00| $1,035.00 $0.00| $12,474.15
FEBRUARY $5,504.90 $0.00 $644.45| $256.85 $0.00 $0.00 $408.38| $3,507.00| $290.40 $0.00| $1,744.86 $0.00| $12,356.84
MARCH $2,629.86 $0.00| $2,591.61| $215.14 $127.77 $0.00 $380.23| $3,083.00| $250.05 $235.56| $1,713.55 $0.00| $11,226.77
APRIL $668.47 $0.00| $2,793.67 $75.83 $20.90 $0.00 $391.40| $2,698.00/ $306.95 $0.00| $1,695.67 $0.00|  $8,650.89
MAY $568.50 $0.00| $2,519.38 $0.00| $1,336.93 $0.00 $278.95| $2,849.00| $300.16 $0.00| $1,669.71 $69.35|  $9,591.98
JUNE $626.44 $0.00| $5,149.36| $4,306.64 $803.54 $0.00 $315.46| $2,702.00| $300.27 $0.00| $2,637.83 $36.22| $16,877.76
TOTAL $10,617.50 $435.00| $33,581.30| $9,909.77| $11,813.21 $1,147.90|  $3,834.23| $43,943.00| $3,333.01 $1,376.32| $19,474.13|/$4,186.57| $143,651.94
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OPERATING EXPENSES FOR FISCAL YEARS 2010 - 13
4, 2 = -+ 5 A 17 8 =) 16 44 12
PRO SER |LABOR |WAGES |OFFEX |EQ&PT MACHH |ELECT WATER |PHON INS TAXES MISC = -
1700 1070| 27638.73| 9133.37| 6046.48 0| 1863.09| 57332.85 240 424.41| 20577.58| 20564.8 NOHO
0 1455 31604| 7422.31| 11430.56 0| 2387.54| 64755.99 694.22 61.01| 19466.55 20600 NOHH
2457.65 600 35381| 8121.12| 15256.58 2150 3915.19| 54552.24| 3029.14 406.69| 20647.82| 21637.42 NOHN
10617.5 435 33581| 9909.77| 11813.21 1147.9| 3834.23 43943| 3333.01| 1376.32| 19474.13| 4186 57 NO Hw
OPERATING EPENSES FOR FISCAL YEARS 2012-2013
70000 - — . ne— :
60000
50000 -
,w 3 @ Series{! |-[201D
40000 : M SeriesR {2014
30000 ] . |OSeriesB H 2012
. |OSeriesd 2613
20000 :
10000 5 . - £l
sl 9
0 lm.r 1l M __ U, N |
1 2 3 4 5 6 7 8 9 10 11

33



TO: Central Service Association

Attention: Billing Office

From: Hornsby Water District

Hornsby, TN 38044

New Water Rates

In City Rates:  RESIDENTIAL

Minimum of 2000 gallons =~ ——--mmemmeeemeee- $15.00
Over 2000 gallons per thousand ------------------- $5.10
Commercial:

Minimum of 2000 gallons $19.80
Over 2000 gallons per thousand ------------------- S 5.70

Outside City Water Rates:

RESIDENTIAL

Minimum of 2000 gallons $16.20
Over 2000 gallons per thousand ----------------—-- S 5.70
Commercial

Minimum of 2000 galloons $24.30
Over 2000 gallons per thousand ---------=-=-=--—-- S 6.30
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SUMMARY OF DETAILED ANALYSIS

Analysis of the operating expenses for 2010,, 2011 2012 and 2013
show that the major expenses for wages, equipment and parts, water,
taxes and miscellaneous are showing a decline.

Wages expenses increased in 2011 and 2012 from $27,638 in 2010 to
$31,604 in 2011 up to $35,381 in 2012. 2013 wages was reduced from
$35,381 in 2012 to $33,581 or 5%.

Equipment & Parts show a decline in 2013 from $15,256 in 2012 to
$411,813 in 2013 a 22% decline.

Water Expense has shown a decline in the past three years from
$64,756 in 2011 to $54,552 in 2012 to $43,943 in 2013. It appears that
the city is experiencing fewer water leaks and meter changes. The
expense that change the most was that of Miscellaneous Expenses.
The reduction in this expense was due to the payoff of the long term
debt in 2012.

The department will continue in an effort to bend the wage cure to
decrease cost. Some of the major cost in wages are related to water
sampling, meter readings, water leaks detection and repair, water
meter shut-off and turn-on and water meter replacements. Each of
these areas are under review by process mapping with time studies to
properly identify all cost.
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WATER AND WASTEWATER FINANCING BOARD

Case Study
Case: City of Ramer, McNairy County
Mayor: George Armstrong
Customers: 204 water
Validity Score: 67

Non revenue water: 12.7%

The City of Ramer has been experiencing a negative change in net assets in its water
system for five consecutive fiscal years according to the information contained in audited
financial statements.

The financial and rate history is attached.

The City was first reported to the Board for consecutive losses in the audit ending June
30, 2009. The negative changes in net assets are continuing to increase even through
rates were increased in July 2010, 2011, 2012, and 2013.

Even though rate increases were implemented, the actual revenue amount from water
sales did not increase accordingly. One problem, city officials believe, is a computer
glitch during installation of the new computer system allowing the bills to be generated
based on a 2,000 gallon minimum bill instead of a 1,000 gallon as approved by the City.
The system, purchased during FY 12, is allowing better accounting of the expenses and,
therefore, better control. It also allows a more accurate record of the active water
customers versus inactive accounts.

Repairs made to the well during the same period, generated approximately $6,000 of non-
recurring expenses

During the spring of 2013, the City was forced connect to the Town of Eastview for
water while the water tank was being renovated. The connection generated slightly
increased expenses during the FY13 fiscal year. Existing funds within the water
department funded the temporary connection.

Although a 2% inflation rate for expenses was used to calculate the additional revenue
that would be needed, expenses have increased an average of 5.2% annually since 2007.

The City needs to adopt and implement a meter replacement program. Also, according to
the Mayor, TDEC has informed the City that there are some problems with the retention
tank that must be fixed.
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The plan submitted by the City includes rate increases of 19.7% for FY15, 11.5% for
FY16, 6.9% for FY17, and 5.5% for FY18. The increases are based on the average use in
the Town of 5,100 gallons.

Staff recommends the Board require the City to adopt and implement a meter
replacement program. Although a plan developed by the City appears to be
sufficient to eliminate the negative change in net position, staff suggests that MTAS
be contacted for an in-depth rate review. The City will continue to be under the
jurisdiction of the Board until an audit is received which reflects compliance.
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CITY OF RAMER

HISTORY FILE

Audited Audited Audited Audited Audited Audited
Fiscal Year 6/30 2007 2008 2009 2010 2011 2012
Water revenues $ 53,406 $ 57,709 54,035 $ 53,512 $ 54,143 | $ 55,921
Other revenues $ 1,608 $ 978 801 $ 446 3% 543  $ 115
Capital contributions $ 13,135
Total revenues $ 68,149 $ 58,687 54836 $ 53,958 $ 54,686 $ 56,036
Total Expenses $ 55,357  $ 71,392 63,368 $ 63,913  $ 67,714 | $ 72,748
Operating Income $ 12,792 $ (12,705) (8,532) $ (9,955) $ (13,028) $ (16,712)
Interest Expense $ 1,623 $ 381
Change in Net Assets  $ 11,169 $ (13,086) (8,532) $ (9,955) $(13,028) $(16,712)
Additianl info
Principal payment $ 5,000 $ 16,000
Depreciation $ 17,913 $ 17,913 17,913 $ 18,396 $ 18,448 $ 18,446
Water Rates 7/1/2012|7/1/2013
First 1,000 gallons $ 1250 $ 12.50 1250 $ 13.50 $ 14.85 $ 16.35 | $17.99
over 1,000 gallons $ 2.00 $ 2.00 2.00  $ 2.00 $ 220 $ 2.20 | $ 2.42
Customers 255 255 255 255 255 204
Water Loss uknown 31.45%0 32.73%0 30.22%0 34.92%
Validity Score 67

Non revenue water

12.70%0
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City of Ramer

October 25, 2013

Dear Board Members:

Prior to fiscal year 12/13, we did not have proper accounting software. We have
since then purchased Local Government Software and our clerk is learning the
system so our methods of accounting should improve. The old billing system
shows 255 customers which included inactive accounts that would not fall off of
the customer base; however, there are only 206 active accounts & we have
resolved this problem with the new software.

We feel that repairs & software purchases have caused our expenses to increase
in the prior tw