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based on 50/50 rate split reducing high strength user rates and increase all other user
classification rates and advertise for a public hearing.

At the September 1, 2015 Council meeting during New Council Business, Mayor Shoji noted
during the August 18, 2015 Council meeting the majority of Councilors were in favor of 50/50
rate split between high strength users and all other user classifications. Mayor Shoji stated she
wanted to explore a tiered rate approach by use for the high strength users; stated she did not
wish to help corporations at the expense of Coos Bay residents. Consensus of the Council was
for staff to postpone the hearing for consideration of the 50/50 rate split between the high
strength and all other user classifications to allow time for staff to research an alternative tiered
rate structure by use for high strength users.

Between the August 18™ and September 1% meetings, staff had Steve Donovan prepare work
on the 50/50 split scenario. Per this scenario the assumed domestic concentrations remained
at 200 mg/l and the assumed commercial high strength concentration is lowered from 350 mg/l
to 275 mg/l. This revision in the assumed strength concentration resulted in a $0.09 increase
per 100 cubic feet for all classes of domestic strength users and a $0.69 decrease per 100 cubic
feet for the commercial high strength class user.

Since September 1%, staff has explored ways to create a tiered structure for high strength users.
Communities that have tiered high strength user rates usually differentiate the various tiers
based on BOD and TSS loadings typical of a particular use. Many communities then charge the
user based on the actual measure of the BOD and TSS produced by the user. The City of Coos
Bay does not currently have the resources to measure actual BOD and TSS loadings. However,
the measurements could be something done at the expense of the individual customer. Several
variables would influence the cost of determining the BOD and TSS loadings. The cost could
range from several hundreds of dollars per customer to several thousand dollars per customer.

| came up with a three-tier structure. | put particular user types in the various tiers based on
assumed BOD and TSS loads typical of the particular use. | designed the tiers based on a
blend of what | found other communities have done. | then sent the information to Steve
Donovan to come up with a rate charge based on the proposed tiers. Based on Mr. Donovan’s
analysis, the volume rate for domestic strength users would increase by $0.04 per 100 cubic
feet. The volume rate for tier 1 high strength users would decrease by $0.49 per 100 cubic feet;
tier 2 the decrease would be $0.22; and tier 3 would increase $0.05 per 100 cubic feet.

ADVANTAGES:

Exploring the merits of revising the wastewater rates provides Council additional familiarity with
the City’s rate structure. The option of implementing the 3-tier system, as presented tonight,
provides some reduction of wastewater rates for most current high strength users; the 3-tier
system has the potential to more fairly apportion rates among current high strength assuming
loading allocations are correct. If Council were to implement the 50/50 split option, current high
strength users would realize reduction in wastewater rates. Some users could see significant
monthly reductions in their wastewater bills. If Council were to take no action, the City’s
wastewater rate structure would remain unchanged. The current rate structure and its
concentration thresholds have been used by the City to calculate volume rates for over thirty
years. These threshold concentrations are industry standards, and are used in jurisdictions
across the Country. The current structure is likely the most legally defensible of the three
options.

DISADVANTAGES:

Any reduction in the commercial high strength volume charge, and the corresponding reduction
in revenue recovered from this class will have to be made up from volume rate increases to the
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domestic strength customer classes. Based on historical metered flow data, roughly 91% of
total wastewater system flows originate from the domestic strength customer classes, and only
9% of metered flow originates from the commercial high strength class. This means that a
relatively large reduction in the commercial high strength volume charge would translate into a
much more modest increase in the domestic strength volume charge.

BUDGET IMPLICATIONS:

None to the City if the Council balances rate decreases to the commercial high strength volume
charge with corresponding rate increases to the domestic strength volume charge.

If the Council chooses to move in some other direction relative to the volume charges for high
strength and domestic strength customers, direction to staff will be required to calculate the
budget implications.

ACTION REQUESTED:

Council can consider four different options:

1. Do nothing

2. Direct staff to prepare the appropriate resolution and advertise for a public hearing to
take public input in advance of the proposed adoption of revised City of Coos Bay
wastewater rates to include the “50/50 split scenario” revising the rates for all customer
classes assuming the high strength customer class strength of discharge is reduced to
275 mg/l BOD and 275 mg/l TSS. The domestic strength BOD and TSS thresholds are
not changed

3. Direct staff to prepare the appropriate resolution and advertise for a public hearing to
take public input in advance of the proposed adoption of revised City of Coos Bay
wastewater rates to include a tiered rate structure within the commercial high strength
user class.

4. Direct staff to do a Request for Proposal (RFP) to prepare a cost of service and rate
analysis. This analysis could examine and recommend a tiered rate structure as well as
insure rates are appropriate to meet the community’s wastewater needs.

ATTACHMENTS:
July 30, 2015 wastewater volume rate sensitivity analysis report prepared by Steve Donovan

August 19, 2015 investigation of wastewater rates based on the “50/50” split scenario by Steve
Donovan

3-Tier commercial high strength rate structure spread sheets
Coos Bay High Strength User List
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facilitate this, | asked the Finance Department to supply me with metered water sales and
active accounts data for the most recently completed fiscal year 2014-15. Based on
wastewater billing records, the following monthly average consumption statistics were derived
(per account, and per dwelling unit for multi-family):

Customer Class Monthly Ave. Consumption (CCF)
Single family residential (based on winter average consumption) 4.60
Multi-family residential (per dwelling unit) 5.07
Commercial 14.73
Public/Government 38.80
Commercial high strength 60.34

The other component of any customer’s wastewater bill is the base charge. This charge is billed
to customers uniformly, and thus would not vary based on assumed strength of wastewater
discharged to the system. The current wastewater base charge is $18 86 per account (per
dwelling unit for multi-family) per month.

With this data in hand, we were able to calculate monthly wastewater bills for the “average”
customer in each of the City’s wastewater customer classes across the range of concentrations
for the commercial high strength class. This information is displayed below in Figure 2.
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Conclusions

On a total monthly bill basis, the data in Table 2 indicates the average commercial high strength
customer’s bill could be reduced by $86.88. Currently, this customer pays $524.47 per month.
If the Council chose to bring the assumed strength of discharge concentration down to the
domestic strength concentration of 200/200, this customer’s total monthly wastewater bill
would be $437.59. To maintain revenue neutrality, the monthly bills for the average customers
in all other domestic strength classes would go up. The estimated amounts of these monthly
cost increases are shown below in Table 3 for all classes across the three (3) step reductions in
concentrations for the commercial high strength class.

Table 3
Monthly Wastewater Bill Impacts
Dollars per Month to the Average Customer in 50 mg/l Step Reductions in Concentration
Threshold for the Commercial High Strength Customer Class
Monthly  Change in Cost to Ave. Customer - $/mo.
Cost 300/300 250/250 200/200
350/350 Concentration BOD/TSS:
Single Family Residential S 4994
Multi-Family S 53.15
Commercial S 118.45
Governmental S 28112
High Strength S 524.47
300/300 Concentration BOD/TSS:
Single Family Residential S 5022 S 0.28
Multi-Family $ 5345 S 0.30
Commercial S 11934 S 0.88
Governmental S 28345 S 2.33
High Strength $ 49672 $  (27.75)
250/250 Concentration BOD/TSS:
Single Family Residential S 50.49 S 0.55
Multi-Family S 53.76 S 0.61
Commercial S 12022 S 1.77
Governmental S 28577 S 4.66
High Strength S 467.76 S (56.72)
200/200 Concentration BOD/TSS:
Single Family Residential S 50.77 S 0.83
Multi-Family S 54.06 S 0.91
Commercial S 12111 S 2.65
Governmental S 288.10 S 6.98
High Strength S 437.59 S (86.88)
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Table 1

City of Coos Bay, Oregon
Schedule of Current and Proposed Wastewater User Charges
Council
Current® ProposedZ Difference
Customer account service (base) charge:
Inside City monthly S 18.86 S 18.86 S -
Commodity (use) charges:
Single Family Residential
Sanitary flow and 1&I S 461 $ 461 $ -
Strength - BOD S 1.26 S 132 § 0.06
Strength - TSS $ 089 % 092 $ 0.03
Total - $/Ccf S 6.76 S 6.85 $ 0.09
Multi-Family
Sanitary flow and 1&I S 461 $ 461 $ -
Strength - BOD S 1.26 S 132§ 0.06
Strength - TSS $ 0.89 $ 092 $ 0.03
Total - $/Ccf S 6.76 $ 6.85 $ 0.09
Commercial
Sanitary flow and |&I S 461 S 461 S -
Strength - BOD S 1.26 S 1.32 § 0.06
Strength - TSS $ 089 % 092 % 0.03
Total - §/Ccf ) 6.76 $ 6.85 S 0.09
Governmental
Sanitary flow and I1&I $ 461 $ 461 S -
Strength - BOD S 126 § 132§ 0.06
Strength - TSS $ 089 $ 092 $ 0.03
Total - $/Ccf $ 6.76 $ 6.85 $ 0.09
High Strength
Sanitary flow and I&I - $/Ccf S 461 S 461 S -
BOD- $/Ib S 222§ 1.8 $ (0.40)
TSS-$/Ib $ 1.55 $ 1.26 $ (0.29)
Total - §/Ccf $ 838 S 769 $ (0.69)
1 High strength class strength of discharge assumed to be 350 mg/l BOD, and 350 mg/l TSS;
All otherclasses assumed to be 200 mg/l BOD, and 200 mg/l TSS
2 High strength class strength of discharge assumed to be 275 mg/l BOD, and 275 mg/| TSS;
All otherclasses assumed to be 200 mg/l BOD, and 200 mg/l TSS

Plaza West Business Center + 9600 SW Oak Street, Suite 335 Tigard, Oregon 97223 + ® (503) 517-0671
Page 2

@ (503) 517-0672
Agenda ltem #7



Although not specifically requested, | took it upon myself to calculate the monthly billing impact
on customers. On a total monthly bill basis, the analysis indicates the average commercial high
strength customer’s bill could be reduced by $41.63 to $482.84 if the strength of discharge
threshold for this class was reduced to 275 mg/l BOD and 275 mg/l TSS. Currently, this
customer pays $524.47 per month. To maintain revenue neutrality, the monthly bills for the
average customers in all other domestic strength classes would go up. The estimated amounts
of these monthly cost increases are shown below in Table 2 for all the domestic strength
classes.

Table 2

City of Coos Bay, Oregon
Schedule of Average Monthly Wastewater Bills by Customer Class

Council
Current’ Proposed2 Difference

Single Family Residential S 4994 S 50.36 S 0.42
Multi-Family (per DU) S 53.15 §$ 5361 S 0.46
Commercial S 118.45 § 119.78 §$ 1.33
Government/Public S 281.12 S 284.61 S 3.49
High Strength S 52447 S 48284 S (41.63)

1 High strength class strength of discharge assumed to be 350 mg/l BOD, and 350 mg/l TSS;
All other classes assumed to be 200 mg/l BOD, and 200 mg/l TSS

2 High strength class strength of discharge assumed to be 275 mg/l BOD, and 275 mg/I TSS;
All other classes assumed to be 200 mg/l BOD, and 200 mg/I TSS

If you have any questions concerning the analysis, please feel to contact me at your earliest
convenience. | will send you the wastewater rate sensitivity model to via e-mail.
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PROPOSED HIGH STRENGTH TIERS
High Strength Tier 1 > 300 mg/l

Grocery stores; no food prep, deli, bakery, or meat processing
Coffe Shop; no food preparation

Bar, Tavern; no food preparation

Convenience Store

Gas Station with Convenience Store

Car Wash

Specialty food maker

High Strength Tier 2 > 325 mg/|

Hospital

Convalescent/Assisted living facility

Laundromats/Laundry

Grocery; with food preparation, deli, bakery, or meat processing
Schools; with food preparation

Bar, Pub, Tavern serving food

Restaurants; full service and fast food,

Bakery

Fraternal Clubs with food preparation

Retail/Entertainment facilities with food preparation

High Strength Tier 3 > 350 mg/l
Mortuary

Brewery
Food processing
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City of Coos Bay, Oregon
Schedule of Current and Proposed Wastewater User Charges - Summary

Current! Proposed? Difference
Customer account service (base)} charge:
Inside City monthly S 18.86 S 18.86 $ -
Commodity (use) charges:
Single Family Residential S 6.76 $ 6.80 $ 0.04
Multi-Family S 6.76 S 6.80 §$ 0.04
Commercial S 6.76 $ 6.80 $ 0.04
Governmental S 6.76 S 6.80 S 0.04
High Strength: Proposed
Tier 1 S 8.38 § 7.89 § (0.49)
Tier 2 S 838 § 8.16 § (0.22)
Tier 3 S 838 § 843 § 0.05

1 High strength class strength of discharge assumed to be 350 mg/l BOD, and 350 mg/I TSS; All other classes
assumed to be 200 mg/1 BOD, and 200 mg/I TSS

High strength class strength of discharge assumed to be:
Tier 1 - 300 mg/l BOD, 300 mg/I TSS
Tier 2 - 325 mg/l BOD, 325 mg/I TSS
Tier 3 - 350 mg/I BOD, 350 mg/I TSS

2
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City of Coos Bay, Oregon
Schedule of Current and Proposed Wastewater User Charges - Summary

Current! Proposed? Difference
Customer account service (base) charge:
Inside City monthly $ 18.86 $ 18.86 S -
Commodity (use) charges:
Single Family Residential S 6.76 S 6.80 S 0.04
Multi-Family S 6.76 §$ 6.80 §$ 0.04
Commercial S 6.76 S 6.80 S 0.04
Governmental S 6.76 S 6.80 S 0.04
High Strength: Current $ 838 S -
High Strength: Proposed
Tier1 S 7.89
Tier 2 S 8.16
Tier 3 S 8.43

1 High strength class strength of discharge assumed to be 350 mg/I BOD, and 350 mg/I TSS; All other classes
assumed to be 200 mg/I BOD, and 200 mg/I TSS
High strength class strength of discharge assumed to be:

Tier 1 - 300 mg/I BOD, 300 mg/i TSS

Tier 2 - 325 mg/1 BOD, 325 mg/I TSS

Tier 3 - 350 mg/I BOD, 350 mg/I TSS

Monthly sewer bills:
Assumed monthly consumption based on Fiscal 2014-15 actuals - ccf

Single Family 4.60
Multi-family (per EDU) 5.07
Commercial 14.73
Government 38.80
High Strength - Class Ave 60.34

High Strength - Dec, 2014 snapshot FYI

Tier 1 52.76
Tier 2 66.42
Tier 3 73.30
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City of Coos Bay, Oregon
Schedule of Average Monthly Wastewater Bills by Customer Class

Council
Current! Proposed? Difference
Single Family Residential $ 49.94 S 50.13 $ 0.19
Multi-Family (per DU) S 53.15 §$ 53.35 § 0.20
Commercial S 118.45 $ 119.04 $ 0.59
Government/Public S 281.12 § 282.67 § 1.55
High Strength
Tier 1 S 524.47 § 49491 S (29.56)
Tier 2 S 524.47 § 511.20 § (13.27)
Tier 3 S 524.47 S 527.49 § 3.02

1 High strength class strength of discharge assumed to be 350 mg/I BOD, and 350 mg/I TSS; All other classes
assumed to be 200 mg/I BOD, and 200 mg/| TSS

2 High strength class strength of discharge assumed to be:
Tier 1 - 300 mg/l BOD, 300 mg/I TSS
Tier 2 - 325 mg/I BOD, 325 mg/I TSS
Tier 3 - 350 mg/I BOD, 350 mg/I TSS
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