MANI TOBA ) Order No. 43/02

THE PUBLI C UTI LI TI ES BOARD ACT ) March 13, 2002

BEFORE: S. Proven, Acting Chair
M G rouard, Menber

THE RURAL MUNI ClI PALI TY OF DE SALABERRY
LOCAL | MPROVEMENT DI STRICT NO. 2 (ST. MALO
WATER AND SEVER RATES
BY- LAW NO. 2151

On January 8, 2002, Council for the Rural Minicipality
of De Salaberry (the Minicipality) gave first reading to By-I|aw
2151 setting out revised water and sewer rates for the approva
of the The Public Utilities Board (Board) (the Application). By
Resol ution  No. 575-01 dated Decenber 17, 2001, Counci |
aut horized a reduction in the volume of water used to calculate
m nimum quarterly bills from 7,000 inperial gallons to 5,000
i mperial gallons and further, authorized the inclusion of a
clause providing for periodic nmeter inspections. In support of
the Application, a water and sewer rate study prepared by

Sawat zky Consul ting Services was fil ed.

Public Notice advertising the Application and a public
hearing to be convened by the Board on March 5, 2002 in St. Milo



was mailed by first class mail to all custoners. An affidavit
covering the serving of the Public Notice was filed by the Rural
Municipality of De Salaberry and entered as an exhibit at the

publ i c heari ng.

The followi ng were in attendance:

M. Ronal d Musi ck, Rural Municipality of
Chief Adm nistrative Oficer De Sal aberry

M. Jake Sawat zky Sawat zky Consul ti ng Services

A nunber of ratepayers attended to voice their
concerns including nenbers of the Local Uban District of
St. Ml o.

The following information was filed at the hearing:

1. The sewer system was installed in 1970 fol |l owed by
the water system in 1991. When the water system
was constructed capital costs were recovered by way
of a frontage levy with a pre-paynment option. As
the paynents were inadequate to recover the entire
capi tal cost, the Minicipality covered the
shortfall in the anmount of approxinmately $48, 000.
O this anount approximately $29,000 renmins
outstanding and to date, interest is not being
charged to the outstandi ng bal ance.

2. Water quality neets drinking water standards, but
at tinmes has an odour and has been cl oudy.



In 2001 the capacity of the |agoon was doubled in
si ze. Pursuant to the Environnental License, no
raw sewage is dunped into the |agoon between

Oct ober 15'" and June 15' of the follow ng year.

There are currently 253 water and sewer, 7 water
only, and 8 sewer only custonmers connected to the
system The Provincial Park is connected to the
sewer system only, and by agreenent will be making
a $12,000 annual contribution to the utility for
the next 10 years (updated from $6,000 used in the
rate study). This noney is not earmarked. Lagoon
service to the Provincial Park is provided by a
sewer line and a lift station. The Minicipality
mai ntains the line and the lift station.

The septage from cottage owners not |ocated in the
Provi ncial Park, and not connected to the systemis
haul ed to the | agoon by one of five haulers in the
area. The haul er pays a one-tine $50.00 fee to the

utility to dunp septage into the | agoon.

There are other customners | ocat ed in the
Muni cipality dunping septage into the [agoon for
whi ch no charge is nade. However, the Minicipality
advised that it makes a m ninmum of a $5, 000 annua
contribution to the utility in the form of |abour
and equi pnent which nore than offsets the cost

attributed to this residential dunmping of septage.



10.

11.

The Municipality indicated that the nmedium in the
filters will need changing in the near future at a
cost of $6,000 to $8,000 and that, because of high
hum dity in the water plant, an air exchanger nay
be required. The wutility has no schedule for
flushing sewer lines and annual flushing will need

t o be consi der ed.

The Minicipality indicated that there is one
unmet ered custonmer - a farm operator who pastures a
small herd (10 - 12) of cattle. This custoner is
charged $160 for service for cattle in the sumer
nont hs only.

The last rate change occurred in 1994 and deficits
in the utility were incurred in 1997, 1998, 1999
and 2001. The 2001 deficit anmounted to $6,981.01
and is before the Board for approval.

The annual wat er | oss in the system is
approximately 11.5%  However, such |osses are not
all unaccounted for as some water is used in fire

fighting and sewer |ine flushing.

The rate study is based on 2000 expenditures plus a
3% inflation factor for years 1 and 2. Included in
the rates is an operating contingency allowance of
$6, 260. 00 based on 1% of the historical capital

cost of the system



12.

13.

14.

15.

As of Decenber 31, 2001 (unaudited) the utility had
no accunul ated cash surplus, and a reserve fund

bal ance of approxi mately $1, 900. 00.

Sewer only custoners are unnetered and a flat
charge of $26.00 per quarter is proposed which
includes the service charge, plus sewer charges
based on estimated vol unes.

Custoners served beyond the boundaries of the Local
| mprovenent District of St. Malo are charged the
regul ar coormodity rates, and al so contribute to the
debenture cost of the system Wen initially
attached, each custoner pays a contribution toward
the original installation cost of the water system
The standard fee is $4, 250.

The Municipality proposed to reduce the volune of
wat er used for the calculation of mninmmquarterly
bills. For custonmers with a 5/8" neter, the
m ni mum quarterly water allowance has been reduced
to 5,000 inperial gallons from 7,000 inperial
gal | ons. The Minicipality recognized that the
water allowance was high conpared to other
communities and recognized that the allowance was
creating higher bills for seniors and other | ow

vol ume users.



16.

17.

18.

19.

Present ati ons:

The Municipality indicated that the adm nistrative
fee is insufficient to recover the full cost of the
services provided to the Local |nprovenment District
of St. Malo, as it essentially recovers the cost of

post age and supplies only.

The Municipality believes that the full cost of
operating utilities should be recovered from the
rat epayers on a user fee basis.

The Municipality recognized that its |argest
operating expense is the I|abour cost, and that
there are questions related to this conponent being
raised by the ratepayers. The public works
operator is hired on a 40 hour per week basis by
the Municipality and the Local I|nprovenent District
of St. Malo is allocated 80% of this cost.

Wiile the Miunicipality proposes a mnmulti-use neter
charge for buildings with nultiple tenants and
served by one neter, no such charges are made to
dat e. The Minicipality indicated that it would
consider the installation of separate neters if the
situation arises. This provision existed in the

currently approved rates for St. Ml o.

Some presenters questioned the rate increase

indicating that the 44% rate increase s



substantial, and that sonme consi derati on should be

given to phasing-in the rate increase.

2. Presenters questioned the |abour cost conponent and
indicated that this matter 1is currently under
revi ew. It is possible that, through nore
effective use of the operator’s tine, cost savings
will be realized. These savings would allow for a
reduction in the rate increase. They suggest ed
that the Board should defer consideration of the
Application until this is determ ned. There is a
belief that the operator tinme can be reduced to 18
- 25 hours per week.

3. Some presenters believed that nore long term
planning is required and that rate requirenents
should be handled on a nore tinely basis. Wthout
a capital plan it was felt the reserve requirenents
cannot be determ ned and accordingly, the speed at
which the reserve target is net is indeterm nable.

4. It was also felt that the netering accuracy in the
community is questionable, and until verified a

rate i ncrease shoul d be deferred.

Board Fi ndi ng

The Board accepts the position of the Minicipality

that existing rates are not adequate to recover its current

| evel of operating costs, and while the rate deficiency should



have been addressed sooner thereby reducing the need for a
significant rate increase, the current situation does not allow

for any del ay.

The Board noted that the Mnicipality, through the
establishment of a conmittee, is reviewing the |abour cost
conponent and that if achievable, annual savings in the $6,000 -
$7,000 per year range nmay be realized. However, the Board al so
noted the remarks of the Minicipality indicating that it needs
to be nore vigilant with respect to the ongoing naintenance of
the system The Board does not believe that it is prudent to
defer the rate increase at this tine for reasons nentioned
above. However, if such savings are obtained then such savings
should be used to reduce the capital cost advance provided by
the Miunicipality, or to rebuild the capital reserves of the
utility. The Board will not defer the rate increase pending the

meter accuracy evaluation for simlar reasoning.

The Board agrees with the Minicipality that long term
planning is essential for utilities today, and that wth such a
plan, a target reserve |level can be identified. Because of the
low |l evel of reserves it is mute at this point, as to what the

desirable | evel of the reserve fund should be at this tine.

O concern to the Board is the lack of precision
regardi ng the assignnment of actual operating costs to the system
both with respect to adm nistrative expenses and other services
provided by the Minicipality to the Local |Inprovenent District

of St. Malo, and also, the recovery of operating costs fromthe



Provi nci al Par k, septic haulers and its unnmetered water

cust oners.

The Board agrees wth the Minicipality that the
utility should follow a user pay philosophy and further, that
the utility should be operated on a stand al one basis. The data

to date makes it difficult to determne with certainty how cl ose

the utility is to operating on this basis. Accordi ngly, the
Board will require a report from the Minicipality regarding the
fol | ow ng:

1. Details including cost of the admnistrative
services provided by the Mmnicipality to the
St. Malo utility. The rates, on a proposed basis,
will recover $7,200 annually related to this cost.

2. Details of the operating and naintenance services
provided by the Mnicipality to the St. Milo
utility and the <cost for which, to date, no
col l ection has been nmade. This cost is estinmated
to be $5, 000.

3. A report with respect to operator costs follow ng

the Commttee s anal ysis and recomendati ons.

4. An analysis of the cost of the service provided to

the Provincial Park.

5. An analysis of the cost of the service provided to

septage haul ers and other persons dunping septage



into the lagoon wth a proposed fee for the

recovery of such costs.

6. An estimate of the volume of water used by the
farmer and an assessnent regarding the fairness of
t he $160. 00 char ge.

The Board expects a report to be filed regarding the
above by no later than Septenber 30, 2002. Attached to the
report shall be some assessnment as to the need for any rate
adj ust nent s.

The Board applauds the Minicipality for reducing the
m ni nrum quarterly allowance from 7,000 inperial gallons to 5,000
I mperial gallons for the 5/8" neter sized custonmer and other
nmeter sizes accordingly. This is an inprovenent and wll have
the inpact of cushioning the comobdity rate increase for |ow
vol ume users such as senior citizens in the conmunity. Sone
considerations should be given to a further reduction to 3,000
gallons which is typical in other comrunities.

Based on the information filed including the revised
Provincial Park fee, on a forecast basis, it is expected that
the wutility, based on the proposed rates wll generate an
approxi mate annual surplus of $17,290. This includes the $6, 250
contingency allowance, the $12,000 Provincial Park fee and the
inflation allowance. The Board accepts the Minicipality’'s
position that a mnimum of $3,000 per year should be paid to the
Municipality to retire the <capital cost advance from the

Muni ci pality which should be increased as permtted by operating



sur pl uses. In approximately 10 years, barring any acceleration

of the paynents, the debt should be retired.

The Minicipality’s reserve fund by-law should be
anended to provide for a mandatory transfer to reserve of $6,000
per year. Any acceleration of the repaynent of the advance
shoul d not occur beyond the $3,000 per year provision until the
utility has 1/4 year’'s operating cost in the accunulated cash
surplus account. O course, any additional ambunt wll need to
be considered in the context of the ongoing financial needs of
the utility.

In summary, the Board wll approve the rates and
cl auses proposed by the Minicipality as set out in By-law No.
2151 except for the multi-use charge. The Board encourages the
Installation of separate neters for this purpose.

| T IS THEREFORE CORDERED THAT:

1. By-law No. 2151 is hereby approved subject to the
deletion of Clause 3 with respect to the multi-use

char ge.

2. An anmpunt of $6,000 per year be added to the
Reserve Fund for the utility and no withdrawals be
made w thout the approval of The Public Uilities
Boar d.

3. A mninmm amount of $3,000 per year be paid to the

Rural Municipality of De Salaberry to retire the



capi tal cost advancenent made to the Local

| mprovenent District of St. Malo up to an anount of
$29, 000.

The Rural Minicipality of De Salaberry provide a

report to the Board by Septenber 30, 2002 providing

t he foll ow ng:

Details including cost of the admnistrative
services provided by the Minicipality to the
St. Malo utility.

Details of the operating and naintenance
services provided by the Minicipality to the
St. Malo utility and the cost for which to
date, no collection has been made.

A report wth respect to operator costs
foll ow ng t he Committee’s anal ysi s and

r econmendat i ons.

An analysis of the <cost of the service

provided to the Provincial Park.

An analysis of the <cost of the service
provided to septage haulers and other persons
dunping septage into the Jlagoon wth a

proposed fee for the recovery of such costs.



Vi. An estimate of the volune of water used by the
farmer and an assessnent regarding the
fairness of the $160.00 charge.

Fees payabl e upon this Order - $496. 37

THE PUBLI C UTI LI TI ES BOARD

“S. PROVEN'
Acting Chair

“G O BARRON
Secretary

Certified a true copy of
Order No. 43/02 issued by The
Public Utilities Board

Secretary



SCHEDULE *“ A’
TO BOARD ORDER NO. 43/02
THE RURAL MUNI CI PALI TY OF DE SALABERRY
LOCAL | MPROVEMENT DI STRICT NO 2 (ST. MALO
WATER AND SEVER RATES

BY- LAWNO. 2151

Commodity Rates per MG (4.54 Cubic Metre):

Wat er Sewer Wat er & Sewer

Al Water Consunption $2. 30 $1. 90 $4. 20

M ni mrum Charges (Quarterly):

Notwi thstanding the Commopdity Rates set forth in paragraph 1

hereof, all custoners will pay the applicabl e nininum charges set
out below, which will include all owances as i ndi cated:
G oup Wt er
Met er Capacity Included Servi ce
Si ze Rati o Gal | ons Wat er Sewer Char ge Tot al
5/ 8” 1 5, 000 $ 11.50 $ 9.50 $6. 75 $ 27.75
EZ8 2 10, 000 $ 23.00 $ 19.00 $6. 75 $ 48.75
1” 4 20, 000 $ 46.00 $ 38.00 $6. 75 $ 90.75
1% 10 50, 000 $115. 00 $ 95.00 $6. 75 $216. 75
2" 25 125, 000 $287. 50 $237. 50 $6. 75 $531. 75
Water Only Custoners
M ninmum charge will be the sane for each neter size as
shown above, but the Sewer Commodity charge wll Dbe
excl uded.
Sewer Only Custoners
The quarterly conmodity charge, based on aver age
residential water consunption in the conmunity, plus the

servi ce charge, shall

be $26. 00.



Billings and Penalties for Non-paynent of Account:

Al'l connected custoners shall be billed quarterly and paynent
shall be due and payable wthin twenty-one (21) days of the
billing date. A penalty of ten percent (10% is to be added to
any bill not paid by the due date and a notice to this effect
shall be clearly printed on all bills sent to custoners.

D sconti nuati on and Di sconnection of Service:

Services may be discontinued and disconnected without further
notice if the account has not been paid within 30 days after the
due date. Disconnection of service is to include the closing of
the curb stop. A custoner who has had his service |line
di sconnected for any reasons shall not be reconnected until all
regul ations have been conplied with and all arrears (including
any penalties) and a re-connection fee of $45.00 has been pai d.

Hydrant Rental s:

The R M of De Salaberry shall pay the utility an annual rental
fee of $75.00 per hydrant for each hydrant connected to the
system

Liability for Charges:

Where charges and penalties pursuant to this by-law are not paid
by the end of the year in which they have been incurred, said
charges and penalties shall be added to the taxes on the property
and collected in the same nanner as other taxes as per authority
of Section 252(2) of The Municipal Act of Manitoba.

New Cust onmer s

All new residential custonmers for water and sewer shall be
nmetered at custonmer cost. Omership, inspection and naintenance
of meters will remain the responsibility of the utility system

Mai nt enance for nmeters with a size of 25 mm (1 inch) or |arger
(comrercial) will be the responsibility of the utility system but
will be billed to the commercial user.

Testing of Water Meters for Accuracy:

Any custoner desiring and requesting their nmeter to be tested for
accuracy shall deposit with the nunicipality the sum of $35. 00,
which will be retained if the neter (when tested) shall be found
to be within the allowable limts of variation fromaccuracy. |If
the nmeter is found to register in excess of the allowable linits
t he deposit shall be refunded and the consuner’s account adjusted



to reflect an accurate consunption. The allowable limt of
variation shall be 4% of average fl ow

Service to Custonmers Qutside the Limts of Local |nprovenent
District No. 2

The Council of the Rural Miunicipality of De Sal aberry may sign
agreenents with custonmers for the provision of water and sewer
services to properties l|located outside the |egal boundaries of
the LUD of St. Malo. Such agreenents shall provide for paynent
of the appropriate rates set out in Sections 1 and 2 of this
schedule, as well as a surcharge set by resolution of Council,
whi ch shall be equivalent to the frontage |evy, general taxes and
special taxes for utility purposes in effect at the tinme, or may
be in effect fromtine to tine and which would be levied on the
property concerned if it were wthin these boundaries. In
addition, all costs for connecting to the utility’s mins and
installing and maintaining service connections shall be paid for
by the custoner.



