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Serving the Nashville Community

Our mission is to supply,
treat, manage, and
protect our water
. resourcesina
sustainable manner for
the benefit of all who
live, work, and play in
our community.
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Metro Water Services has been serving the Nashville community since 1833. The reservoir
and pump station placed in service in 1833 was on the site of the old General Hospital on
Rolling Mill Hill.



WATER SERVICES

The 8t Avenue Reservoir (upper left) and George Reyer Pumping Station (upper right) were
both placed in service in 1889. Both facilities remain in service today as vital components
of our water system.

In the late 1800’s, creeks and streams in the downtown area were encased and converted
to sewers to keep sewage out of the streets and direct it to the River. The first Water
Reclamation Facility or Wastewater Treatment Plant in Nashville was built in 1958.



Drinking Water Treatment

[ | r'—l

Omohundro (1889) K.R. Harrington (1976)
Treats up to 90 million gallons _a Treats up to 90 MGD
per day (MGD) I
] 56 Water Pumping
37 Reservoirs Stations Iz (zjg:tg?:;rswater
o; ‘-ﬁ 100 MGD Average Use
I 21,000+ Fire
Hydrants
63,500 Water
Valves

The Drinking water System is extensive.




Water Reclamation

206,000+ Sewer Customers

112 Sewer Pumping 150 MGD Average Treated
Stations

( - =
——__—_—=—=
Biosolids (2009) Central (1958) Dry Creek (1961) Whites Creek (1975)
125/330 MGD 25/63 MGD 37.5/120 MGD
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WATER SERVICES

The Water Reclamation System is just as extensive.



Water and Sewer Billing

Account Detail
*CCF WA Water Usage History Service From 08/23/19 - 09/24/19 (32 Days)
1o WA Water Charges $12.45
B SW Sewer Charges 26.58
o T STOTTTWETET eI T
: City Tax 0.28
2 State Tax 0.87
" S s e s e e e 2eeece o Sewer User Surcharge 2.66
PEEEZEENBEERER B $40.L4
Billing Period
A Cost Per D: 1.53
SEP 2018- 5 CCF SEP 2019 - 6 CCF Ao el i i
* 1 CCF (100 cubic feet) = 748 Gallons
2 " " Read Meter Reading Usage
Service | Register Meter Size Type From To CCF Gallons
WA 0001 SNR70432169 5/8 INCH READ 789 795 6 4488
SW 6 4488

§d .,I%Ei{ OE|

This is an example of a current customer bill. It is important to recognize that we are NOT
discussing Stormwater Charges in this presentation or rate proposal.



Bill Variables

Type of Meter Usage
Customer Size (Lccf = 748

gallons)

Fees

RS G ERE]

Base rate
for <2ccfs

Sewer User
5/8"-10” Surcharge
(10%)

S/M/L
Commercial
Rate for
additional
ccfs

S/M/L
Industrial

Our current structure has several bill variables.



Typical Residential Customer

m 0-2 CCF <2 ->7 CCF m 7+ CCF

Percentage of
Residential
Customers by usage

0% Y 20% 40% 60% 80% 100%

30% of residential
customers use less
than 2 CCF of water

(2 ccf =1,469 gallons) Most residential customers
use less than 7 ccf
(5,236 gallons)
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Water and Sewer Rate Adjustments

82% of our residential customer bills have a usage
of less than 7 CCF each month.

That typical bill has increased by only $4.07 or less
over two decades

WATER 5% 5% 5%
SEWER 9% 8% 7%

BL2009-407 phased in rate adjustments
for water and sewer rates

SMETRO

Nashville’s last water and sewer rate increase was in 2011. Prior to that increase,
MWS had not raised water and sewer rates for 13 years. In the past 10 years,
operating costs have increased 30% and capital needs for maintenance and
upgrades have increased as well.



Residential Water & Sewer Bill Comparison -
Regional Peer Cities (Current)

2 ccf Bills 6 ccf Bills

Birmingham, AL R0

Knoxville, TN {3 8pa3 $107.63

St. Louis, MO $84.69

D.C. Water B35

EE
EEE
E e
EX Goe ————————— ]

Jacksonville, FL

Raleigh, NC $70.93
Charlotte, NC $62.30
e oo |

Nashville bills include
fees and taxes

Nashville, TN $11.80 ! $42.84

SAAETRO

We currently have the lowest rates compared to our regional peers and are well below the
regional average.



Regional Neighbors (Current)

2 ccf Bills 6 ccf Bills

White House $47.39

Hendersonville [TERZY $71.32

Harpeth Valley $61.67
Murfreeshoro
Dickson County

Average [S3211

Chattanooga

Smyrna  [ESPER] £55.01

clorksvite [T

calen [

wadison ISR $64.13
cookevitle SR

mernos | STRT 1

Nashville $11.80t 542.84 ‘t

fees and taxes
PAETRO

Our rates are also lower than our regional neighbors.

Residential Water & Sewer Bill Comparison -

IIIIIiiM““

includes water and sewer, plus
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OUR COSTS
HAVE
GONE UP

COSTS TO
CUSTOMERS
HAVE NOT

OUR RATES HAVE NOT
CHANGED SINCE

2011

IN THE PAST 10 YEARS,
OUR OPERATING COSTS
HAVE INCREASED

30%
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Balancing Two Budgets

Last longer than 1 . Day-to-day

year and cost more Capital Operations operational costs
Improvements P

than $10,000

Funded by our
Funded by

revenue
borrowing bonds to
be paid back over

i i i Water PFP;S, :\;a-l-ves .
time (like taking out Fire hydrants, etc, ’ Employee Salarj
a loan for a house) ries
Clean Water
Nashville

FEI'I |\"l"
Nance Other SUPP|ES and

. Services

AMETRO-

Water and Sewer balances two types of budgets — a Capital Improvements budget
and an Operating budget.

1. Capital Improvements are things that will last longer than 1 years and
cost more than $10,000.

* This budget is for infrastructure projects, repair and maintenance
of our facilities such as pumps and disinfection equipment, and
other large projects.

* This budget is funded by borrowing money (bonds) that we
payback over time. It is similar to how an individual would borrow
money for a car or a house.

2. The Operating budget is used for our day-to-day operation costs.

* This budget is to pay our utility (electric, water) bills, our
employees, for chemicals and for other supplies and services.

* This budget is funded by our revenue.



Operating Expenses - 2019

M Salaries and benefits

m Utilities

B Water treatment chemicals

M Road and street repairs

W Property protection and insurance
PILOT and Transfers

m All Other

2019 Operating Budget = $130 M

Eddiégif

Salaries are one of or largest expenses.
Salaries, Utilities and Water Treatment Chemicals make up 72% of our operating expenses.
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Implementing Efficiency

REDUCED STAFFING

ENERGY MANAGEMENT / NEW TECHNOLOGY

Inventoried % Evaluated 17 ' $2M/year
5 treatment energy ~ energy
plants alternatives savings

Staffing has been reduced over the years through efficiency and the use of technology.

Although we cannot control the cost of energy, we can control our overall usage and the
rate at which we consume electricity. Various projects, programs and upgrades at our
facilities have allowed MWS to save in electrical costs. Additionally, the biogas produced
during digestion is being utilized onsite to power various process equipment which was
once depended on natural gas to operate.



Even after implementing efficiencies and reducing staff, our daily cost to operate is
$570,000.
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Whites Creek
Pumping Station

SMETRO

MWS has between $100 million and $300 million in capital investment needs each year.

Capital Projects are large projects such as new facilities, pipes, and equipment as well as
replacing or refurbishing existing infrastructure (e.g. facilities, pumps, pipes, valves,
equipment).

The Whites Creek Pumping Station project replaced a 40 year old sewer pump station with
a new 16 MGD pump station and new force main to transport sewage to the water
reclamation facility.
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. : Cumberland City Low
Capltal Pro] eCtS Transmission Water Main:
$30,493,096

SAAETRO

Capital Projects are not just the facilities we see above ground. Replacing and refurbishing
water mains and sewer mains are critical components of our capital program.

This project included over 4.5 miles of large diameter (24-inch to 60-inch) water main in
the Donelson area.



Aging Water Infrastructure

65% of our water mains
are over 40 years old.

SAAETRO
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Replacing Old Infrastructure - Water

GOAL COST LONGEVITY
Replace 1% of old The cost to replace New pipes are
water pipes 1% of pipes equals designed to last for
annually equaling $40 million 100 years.
approx. 30 miles of annually.

pipe each year.

20



Aging Sewer Infrastructure

58% of our sewer mains
are over 40 years old.
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Replacing Old Infrastructure - Sewer

2009 Consent Decree

& bl
REGULATIONS OVERFLOWS ORDER
Full compliance with Eliminate 27 listed Must be in
NPDES permits, Clean sewer overflows compliance by
Water Act, TN Water 2028

Quality Control Act

SAAETRO

Due to our aging and failing sewer infrastructure, MWS fell out of compliance and
has entered into an agreement with the U.S. Department of Justice, EPA, and TDEC.
This agreement is called a Consent Decree.

We must meet the goals detailed in the Consent Decree by 2028 or we will be
assessed stipulated penalties/fines.



Consent Decree = Clean Water
Nashville Program

@ $400M in upgrades needed to
Central Wastewater Treatment Plant

S 1 # 5 B 60 to reduce sewer overflows

CONSENT DECREE REQUIRES 60 PROJECTS NEED . $300M for Mill Creek Tunnel and
$1.5 BILLION IN UPGRADES FUNDING Storage project needed to reduce
Clean Water Nashville program We have 60 projects on sewer overflows

was created to address sewer hold until we have the

overflows. funding to move forward. @ 150 miles of sewer main need

rehabilitation

2009 2019

SAAETRO

MWS is required to invest an additional $1.5 Billion in Nashville’s sewer system to meet the
demands of the Consent Decree. Compliance with the Consent Decree is the purpose of
the Clean Water Nashville program.
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Raftelis MWS scales MWS labeled MWS faces
recommends back capital financially action by
necessary rate activities distressed Comptroller
adjustment
starting in MWS not
FY17 approved for
SRF loans
SMETRO

The rate proposal process began in 2016 when a financial forecast showed a needed
adjustment in FY17.

Without the needed increase, MWS scaled back on capital activities.

In 2018, MWS was labeled as financially distressed by the TN Comptroller’s Office.
Without a rate increase, we face action by the TN Comptroller.




Cost of Service Study
What does it cost to service
different types of customers?
— Residential
Metro Water Services of — i i
R Commercial/Industrial
DAVIDSON COUNTY What are...?
Water and Sewer Financial Planning and .
Cost of Service Study — Current and Projected
S el operational costs
— Needed capital improvement
costs
" Fair and Equitable
R RAFTELIS [ irensenvices | v
ZAETIO|

A Cost of Service Study (COS) was done by Raftelis, a national expert on rates, based on

principles endorsed by the American Water Works Association and the Water Environment
Federation.

The proposed structure is fair and equitable - no group subsidizes another.
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Cost of Service

Water Accounts Intermediate Water Usage

Commercial
3%

Large Commercial
<1%

Small Commercial
6%

Large
Commercial
15%

Residential

\ 41%
Intermediate N

Commercial
40%

Residential
91%

Small
Commercial
4%

s
[

91% of our customers are residential but they only use 41% of the water.
Only 3% of our customers are intermediate commercial but they use 40% of the water.



Projected Rate Sufficiency with no rate increases

$300
$250
$200
$150
$100

350

g
Millions FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

— O&M == Existing Debt Service === Proposed Debt
Rate Funded Paygo — Transfers to E&R Revenues (current rates)

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Estimated” Projected Projected Projected Projected Projected

Rate Covenant Ratios

Prior Second Lien (1.20x Required) 1.67x 1.68x 1.91x 1.48x 1.18x 0.95x
Subordinate (1.10x Required) 1.21x 1.23x 1.37x 1.15x 0.96x 0.80x
Additional Bonds Test

Part | (1.20x Required) 1.74x 1.36x 1.36x 1.10x 0.90x 0.89x
Part Il (1.10x Required) 1.26x 1.08x 1.08x 0.92x 0.77x 0.76x

Metro Water Services has reached the point where its capital and operational needs far
exceed its expected revenue generation and its existing water and sewer rates no longer
suffice.



Proposed Rate Structures
Recommended
Scenario
woer ]
Usage in base charge 2 CCF
Residential volume rate 4 tiers
Non-residential volume rate Uniform rate
Water Infrastructure 10%
Replacement Fee
Sewer
Usage in base charge 2 CCF
Residential volume rate Uniform rate
Non-residential volume rate Uniform rate
Sewer Infrastructure 10%
Replacement Fee

The proposed rate structure is cost-of-service based, encourages wise water use and
conservation, and provides for the provision of affordable drinking water for essential
residential use.

Fixed meter charges are uniform across all customer classes and are cost justified,
providing for more equitable cost recovery.

The first two ccf of water remains included in the fixed charges, allowing for an essential
use water allowance for all customers at minimal costs.

The residential volumetric rate includes a tiered approach encouraging wise water use by
charging more for discretionary water use.

A 10% Water Infrastructure Replacement (WIR) fee and 10% Sewer Infrastructure
Replacement (SIR) will provide for dedicated funding sources for the continual replacement
of aging water distribution and sewer collection infrastructure.
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New Bill Variables

Typeof  Meter  Usage Fees
Customer Size (ccf = 748

gallons)

Sewer
Base rate for Infrastructure
<2ccfs Replacement
5/8”-10” (10%)

Residential

One rate for
commercial

SAAETRO

The new structure has fewer variables.

Small, medium, and large customer designations are removed so that all
commercial customers are included in one class and fixed meter charges are
uniform across all customer classes.



Multi year Adjustments

FY 2019 | CY 2020 | CY 2021 | CY 2022 | CY 2023 | CY 2024

Fixed Charges 0.0% 4.0% 3.0% 3.0% 3.0%

Volume Charges 0.0% 0 4.0% 3.0% 3.0% 3.0%
Wastewater

Fixed Charges 0.0% 4.0% 3.0% 3.0% 3.0%

Volume Charges 0.0% 4.0% 3.0% 3.0% 3.0%

2025 — ;

The proposal includes multi year adjustments and
Y 4 then an annual rate adjustment based on the
. 2020-2024 Consumer Price Index- All Urban Consumers.

SAAETRO

The proposal includes multi year adjustments as increasing operating and capital
requirements cannot be addressed in a one-year rate adjustment.

There will be percentage rate increases for the fiscal years 2021-2024; beginning in
2025, small, annual increases will be implemented based on the Consumer Price
Index to adjust for continually increasing operating and capital costs and MWS’ debt
service coverage requirements.



Projected Rate Sufficiency

$400

Millions

$350

$300

$250

$200

$150

5100

$0
2019 2020 2021 2022 2023 2024

_— 02N B Cxisting Debt Service @SS Proposed Debt = Rate Funded Paygo [ Transfers to R&E e—Total System Revenues

SMETRO

Proper funding will allow us to invest in our infrastructure and meet demanding regulations
to ensure we have plenty of safe, clean drinking water now and in the future.
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ffecti
Eftective January 1, 2020
Fixed Charges Water Wastewater
5/8-Inch $5.09 $8.14
3/4-Inch 12.12 36.00
1-Inch 15.28 46,58
1.5-Inch 26.85 90.67
2-Inch 37.91 127.38
3-Inch 60.58 158,59
4-Inch 137.72 449,98
6-Inch 171.93 536.44
8 & 10-Inch 223.72 686.89
Residential Rate Thresholds Water Wastewater
Base Usage/Tierl 0-2 $- $-
Tier2 26 3.50 5.85
Tier 3 6-10 4.20 5.85
Tier4 >10 5.25 5.85
Non Residential Rate Water Wastewater
All Usage $2.75 $5.85
AAETING

The proposed rates will be effective January 1, 2020.

Fixed meter charges are uniform across all customer classes and the first two ccf of water
remains included in the fixed charges.

The residential volumetric rate includes a tiered approach encouraging wise water use by
charging more for discretionary water use.
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Effective January 1, 2020

5/8-inch meter Current Rates Proposed Rates
2 ccf $11.80 $15.02
6 ccf $42.84 $57.46
8 ccf $58.36 $80.35
10 ccf $73.88 $103.23

*includes water, sewer, WIR, SIR, and taxes

SMETRO

These are examples based on various residential usages. A rate calculator is on the website
at NewWaterRates.Nashville.gov to help residential customers determine how their bill will
be impacted. *The rate calculator does not reflect sprinkler adjustments.

Residential customers will still receive the automatic sprinkler adjustment during the
months of March — November.
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Residential Water & Sewer Bill Comparison -
Regional Peer Cities (Proposed)

2 ccf Bills 6 ccf Bills

Birmingham, AL
e $111.23

lle, TN $61.25
Knoxville, $61 $107.63

St. Louis, MO [ETXuEE
D.C. Water  ECUHiES $107.40
Cincinnati, OH S &:0] $81.80

New Orleans, LA [VARS] $86.32

Charleston, SC  CEE] £79.82

Average

Atlanta, GA  ECEVIT $107.02
Louisville, KY

Jacksonville, FL  [CETCE]

Raleigh, NC  [REERT]

$62.30

i

Charlotte, NC  CESE:N)

Memphis, TN $34.18

Proposed

|

Nashville bills include fees
and taxes

2
2

Nashuille, TN~ $11.80

SAAETRO

Even after the proposed increases, our rates will be lower than most of our regional peers
and below the regional average.



2 ccf Bills

Knoxville
White House
Hendersonville [EFEREE
Franklin
Harpeth Valley RIS
Murfreesboro  [EEERE]
Dickson County [EEERE]
Chattanooga [EEAN:¥
Average
Brentwood  [EPERE
Smyrna
Clarksville [EPIR0)
Gallatin 52494
Madison [rZRb]
Cookeville JEPEEA]
Memphis  EPIEY]

Proposed

Nashville ~ $11.80

SAAETRO

After the proposed increases, our rates will remain lower than most of our regional

neighbors and will be closer to the average.

6 ccf Bills

107.63
JUERES

71.32

$61.67

0

62.72

$69.97

n

72.90

w

68.36

$55.01

$62.05

I

$48.75
64.13
56.40

34.26

Il

$42.84

Residential Water & Sewer Bill Comparison -
Regional Neighbors (Proposed)

includes water and sewer, plus
fees and taxes
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Fees

This proposal includes updates to Capacity Fees and other development

driven fees such as tap fees, inspection fees, plans review fees etc.

The increase in fees are direct cost recovery so that developers pay for

the costs they incur.

AVAVAV AV LAV AV LY.

This proposal includes updates to Capacity Fees and other development driven fees.

The fee chart is posted on our website at NewWaterRates.Nashville.gov
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WATER SERVICES
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Thank You

For more information visit
NewWaterRates.Nashville.gov

AMETRC
WATER SERVICES
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