Basics of Utility Rates

A Short Course for Elected Officials and
Managers

“financial guidance that makes a difference”
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“Why should our district customers pay the same rates
as the customers we Serve outside our district?”
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« pyen’t there grants
for this kind of
thing?’




Today’s Questions (answers

come later)

Question 1 — are rates really all
that important?

Question 2 — what Is the right
way to adjust rates?

Question 3 — how do we get our
community to accept rate
Increases?

Question 4 — how can we make
sure rates are always addressed?
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Question 1

ARE RATES REALLY
ALL THAT
IMPORTANT?




~ Why Do Customers Get

C Angry?

Quality
e Taste

e Color/Odors
e Pressure

Convenience

e Construction
e Backups

e Flooding

Cost Service

» Rates e Response time
e Fairness e Info.

- Equity Availability
e Accessible
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Criticality Kills

Conseguences
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Criticality of Rates

- Probability that rates will change
IS 100%0

- Conseguence depends on the
severity of the change

Things
that could
get you
fired

. Things
Things that

that won’t
get you
fired

probably
won’t get
you fired
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Conseguences Vary by
Situation

LA

Community
tolerance for
increases

¥
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Owners
provide

capital $

The owners
expect a return

) ) i Return to
just like in the E = D
corporate model — lower

but that return is
passed back to
the owners by
way of low utility
rates instead of
dividends.
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produces
financial

operations
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Who Are Your Owners?

The Typical Utility Governance Model

e Those residing eElected by the e Implements
inside the residents policies
political = Direct policy = Monitors
boundary and actions of progress
= Valid electors managers = Reports back to
board

The Corporate Governance Model

e Those who own eElected by the e Implements
stock in the shareholders policies
company e Direct policy e Monitors

= Valid electors and actions of progress

managers = Reports back to
board
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