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Order No. 55/22

RURAL MUNICIPALITY OF HANOVER
MITCHELL WASTEWATER UTILITY
WASTEWATER RATES

May 24, 2022

BEFORE: Shawn McCutcheon, Panel Chair
Marilyn Kapitany, B.Sc. (Hon), M. Sc., Panel Member
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1.0 Executive Summary

By this Order, the Manitoba Public Utilities Board (Board) grants approval for the Rural
Municipality of Hanover (RM), Mitchell Utility’s (Utility) application for revised wastewater

rates.

The revised rates are below:

Jan 1, 2022|Jan 1, 2023|Jan 1, 2024 |Jan 1, 2025
Annual Service Charge $ 1552 |% 1964|$% 2376|% 27.89
Wastewater (per REU) $ 6515|% 6841|% 7183 |$% 137.18
Annual Billing per REU* $ 8067|% 8805|% 9559 |% 165.07
Reconnection Fee $ 5000|% 5000|$% 5000|% 50.00
Lagoon Tipping Fee (1,500 gallonsorless) | $ 30.00|$ 30.00|$% 30.00|$ 30.00
Lagoon Tipping Fee (over 1,500 gallons) $ 6000|$% 6000($% 60.00|% 60.00
*based on one residential equivalency unit (REU)
Details of other rates can be found in Schedule A.
The reasons for the Board’s decisions are under Board Findings.
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2.0 Background

Rates were last set in Board Order No. 138/00, with current rates coming into effect

January 1, 2003. Rates were last reviewed and found to be adequate in 2018.
Wastewater Collection and Treatment

The Utility provides wastewater service to 775 customers. The RM advises that the
number of Residential Equivalency Units (REUs) assigned is 838. One REU is the
estimate of the volume of wastewater produced by the average single-family
residence. The Ultility allocates units to non-residential customers based on estimated
consumption, as compared with a residence. REUs are used in communities with
unmetered distribution and collection systems, where information regarding actual

consumption is unavailable.

The lagoon received a $3.2 million upgrade in 2010.
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3.0 Board Methodology

Review Process

When reviewing an application, the Board has at its disposal two approaches, a paper
review process or a public hearing. After the publication of the Notice of Application, the
Board considers the application and responses, if any, and determines which method of
review is most appropriate. Whenever reasonable, the Board can review the application

using a paper review process, which saves the cost of a public hearing.

Where there is an urgent need for initial or revised rates and the Board determines it to

be in the best interest of all parties, the Board may establish interim ex parte rates.
Interim ex parte Approval

Interim ex parte rates are typically approved as applied for and are then subject to a
standard Board review process, including a Public Notice of Application, before being

confirmed as final by Board Order.

Since this process allows a municipality to charge ratepayers revised rates in advance of
the Board’s comprehensive review, it is reserved for instances where a municipality can

show a compelling argument to allow it.
Contingency Allowance and Utility Reserves

The Board’s Water and Wastewater Rate Application Guidelines recommend an annual

contingency allowance equal to 10% of the variable operating costs.
Working Capital

Board Order No. 93/09 established utilities should maintain a minimum working capital
surplus, in an amount equal to 20% of annual expenses. The working capital surplus is

the Utility fund balance, excluding any capital-related items plus Utility reserves.
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Operating Deficits

By law, Manitoba utilities are not allowed to incur deficits. In the event that a deficit does
occur, the Utility is required by The Municipal Act to obtain Board approval for both the
deficit and recovery methodology. The Board is therefore duty bound to approve

reasonable rates based on reasonable expense projections.
Cost Allocation Methodology

The Board requires all municipalities to review the costs shared between the general
operations of the municipality and the Utility, and to allocate appropriate and reasonable
costs to the Ultility, based on a policy known as a Cost Allocation Methodology. This
policy must be submitted to the Board for approval and cannot be changed without
approval by the Board. The Board’s requirements regarding cost allocation
methodologies can be found in Board Order No. 93/09.

4.0 Application

On May 17, 2021, the Board received the RM’s application for revised wastewater rates.
The application was accompanied by a rate study completed by the RM’s consultant and
By-law 2600-21, read for the first time on May 12, 2021.

The Board issued a Public Notice of Application on June 2, 2021 affording customers the
opportunity to comment to both the Board and the RM with respect to the proposed rate

changes. The Board did not receive any responses to the Notice.
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The application included the following revenue requirement projections:
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Rate Year 1|Rate Year 2|Rate Year 3|Rate Year 4
General
Administration (building, office, staff, etc) 20,369 20,777 21,192 21,616
Net revenue requirement - general 20,369 20,777 21,192 21,616
Wastew ater
Wastewater collection system 16,397 16,725 17,059 17,401
Wastewater treatment and disposal 22,839 23,296 23,762 24,237
Lift station costs 4,284 4,370 4 457 4,546
Amortization 126,955 98,595 98,595 98,595
Interest on long term debt 29,771 20,232 10,313 0
Contingency 3,290 3,290 3,290 3,290
Total wastewater expenses 203,536 166,507 157,476 148,069
Lagoon tipping fees 13,288 13,288 13,288 13,288
Property tax revenue 269,446 269,446 269,446 0
Amortization of capital grants 34,002 19,822 19,822 19,822
Total wastewater revenue 316,736 302,556 302,556 33,110
Net revenue requirement - wastew ater -113,200 -136,049 -145,080 114,959

The revenue requirements show a negative value for the first three years of projections,
indicating current rates are sufficient to meet the revenue requirements and expected to
produce a surplus for the Utility. The rate study advises the Utility is heavily reliant on the
tax supported debt payments for the utility. The utility debenture, with current annual
payments of $269,446, will mature in September 2024. In 2025, the Utility will be without

this revenue stream and will require a large rate increase for 2025 and on, or will

experience a large operating deficit.

The RM has proposed a 5% increase in the first three years to phase in the large increase

required in 2025.
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Contingency Allowance and Utility Reserves

The RM has included in the revenue requirements a contingency allowance of 10% of net
rate requirements, less amortization expenses. This equates to $3,290 for wastewater.
There is no provision for transfer to Utility Reserve proposed.

Working Capital

As per the 2020 audited financial statements, the working capital surplus at December
31, 2020 was:

2020
Accumulated Fund Surplus/Deficit $3,085,517
Deduct tangible capital assets $3,577,485
Add long term debt $991,433
Add utility reserves $449,066
Equals Working Capital Surplus/Deficit $948,531
Total expenses $353,315
20% of total expenses (target) $70,663

Operating Deficits

The RM has advised the Utility has not experienced any operating deficits in it the past

five years.
Cost Allocation Methodology

The Board approved the Utility’s current Cost Allocation Methodology (CAM) in Board
Order No. 98/17. The RM did not propose any changes to the existing CAM.
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5.0 Board Findings

The Board has reviewed the application and revenue projections presented by the RM.

The Board has carefully considered the possible consequences of approving or denying
the RM’s request to phase in wastewater rates over the next four years, despite
experiencing annual surpluses. The Board makes the decision to allow the Utility to

introduce rate increases for several reasons.

The Board agrees with the reasoning put forth by the RM for slowly increasing the
wastewater rates to mitigate rate shock in 2025, after the utility debenture matures.
Ratepayers are generally more tolerant of regular, smaller increases. The Board has
advocated for municipalities to be mindful of the level of revenue from property tax and to
prepare for debenture maturity, where that revenue represents a significant portion of
operating costs. In addition, there were no responses to the Notice of Application, which

the Board considers an indicator that ratepayers are supportive of the proposal.

Generally, the Board does not approve retroactive rate increases, as they do not allow
ratepayers to mitigate the increases by adjusting their consumption. In the case of the
Mitchell Wastewater Utility, the rates are set on a flat rate, not by consumption and the
2022 utility bills have not yet been prepared by the RM. The Board will grant approval of
the rates proposed by the Utility.

The Board directs the RM to review its wastewater rates for adequacy and file a report
with the Board, as well as an application for revised rates if required, by no later than
March 31, 2026.

The Board reminds the RM regular reviews are important for a financially sound utility
and encourages the RM to review Board Order No. 86/17 for future rate applications. The
Order outlines the Simplified Rate Application Process for municipally owned public

utilities. If, after its rate review, the RM finds it meets the designated criteria for a
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simplified rate application, it should apply for future rates using the Simplified Rate

Application Process.

6.0

IT IS THEREFORE ORDERED THAT:

. The wastewater rates for the Rural Municipality of Hanover — Mitchell Wastewater

Utility, BE AND ARE HEREBY APPROVED in accordance with the attached
Schedule A, effective January 1, 2022, 2023, 2024 and 2025.

The Rural Municipality of Hanover amend its Mitchell Utility rate By-law to reflect
the decisions in this Order, and submit a copy to the Public Utilities Board once it

has received third and final reading.

The Rural Municipality of Hanover is to provide a notice to its customers including
the decisions found in this Order, in the annual utility billing, providing a copy to
the Public Utilities Board.

The Rural Municipality of Hanover review the Mitchell Wastewater Utility rates for
adequacy and file a report with the Public Utilities Board, as well as an application
for revised rates (if applicable), on or before March 31, 2026.

Fees payable upon this Order - $500.00

Board decisions may be appealed in accordance with the provisions of Section 58 of The

Public Utilities Board Act, or reviewed in accordance with Section 36 of the Board’s Rules

of Practice and Procedure. The Board’s Rules may be viewed on the Board’s website at

www.pubmanitoba.ca.
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THE PUBLIC UTILITIES BOARD

“Shawn McCutcheon”
Panel Chair

“Jennifer Dubois, CPA, CMA”
Assistant Associate Secretary

Certified a true copy of Order No. 55/22
issued by The Public Utilities Board

A

Assistant Associate Secretary
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Schedule A to Bylaw 2600-21

Schedule of wastewater rates for properties within Local Improvement District No. 4
(Mitchell) in the Rural Municipality of Hanover.

January 1, 2022 Schedule of Annual Rates

Annual

Customer Annual Total

Service Commodity Annual

REU's Charge  Charge Charges

Residential, Business, Church 1 $ 1552 S 65.15 S 80.67
Multi-Family Residence, Convenience Store 2 $ 1552 $§ 130.31 S$145.83
Arena 3 $ 1552 $§ 195.46 $210.98
School 15 § 1552 S 977.29 $992.81

Lagoon Tipping Fees

To access and dump at the Lagoon:
1,500 gallons or less $30.00
1,500 gallons or more $60.00

Multi-Use Customers - If more than one business is carried on in a building, or if a building
is used for both business and residential purposes, a separate charge shall be made for
each such business or residential premises, connected to the wastewater system.

January 1, 2023 Schedule of Annual Rates

Annual

Customer Annual Total

Service Commodity Annual
REU's Charge Charge Charges

Residential, Business, Church 1S 1964 § 6841 S 88.05
Multi-Family Residence, Convenience Store 2 S 1964 S 136.82 S 156.46
Arena 3 S 1964 S 205.23 S 224.87
School 15 § 19.64 S$1,026.15 $1,045.79

Lagoon Tipping Fees

To access and dump at the Lagoon:

1,500 gallons or less $30.00

1,500 gallons or more $60.00

Multi-Use Customers - If more than one business is carried on in a building, or if a building
is used for both business and residential purposes, a separate charge shall be made for
each such business or residential premises, connected to the wastewater system.
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January 1, 2024 Schedule of Annual Rates
Annual
Customer Annual Total
Service Commodity Annual
REU's Charge Charge Charges

Residential, Business, Church 1S 2376 S 7183 S 9559
Multi-Family Residence, Convenience Store 2 S 2376 S 14366 S 167.42
Arena 3 S 2376 $§ 215.49 $§ 239.25
School 15 § 23.76 $1,077.46 $1,101.22

Lagoon Tipping Fees

To access and dump at the Lagoon:
1,500 gallons or less $30.00
1,500 gallons or more $60.00

Multi-Use Customers - If more than one business is carried on in a building, or if a building
is used for both business and residential purposes, a separate charge shall be made for
each such business or residential premises, connected to the wastewater system.

January 1, 2025 Schedule of Annual Rates

Annual

Customer Annual

Service Commodity Total Annual

REU's Charge Charge Charges

Residential, Business, Church 1$ 278 S 137.18 S 165.07
Multi-Family Residence, Convenience Store 2 S 2789 $§ 27436 S 302.25
Arena 3§ 2789 $§ 41154 S 439.43
School 15 § 27.89 $2,057.70 $ 2,085.59

Lagoon Tipping Fees

To access and dump at the Lagoon:
1,500 gallons or less $30.00
1,500 gallons or more $60.00

Multi-Use Customers - If more than one business is carried on in a building, or if a building
is used for both business and residential purposes, a separate charge shall be made for
each such business or residential premises, connected to the wastewater system.
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The following clauses take effect January 1, 2022:

Service to Customers Outside L.I1.D. of Mitchell Limits

The Council of Rural Municipality of Hanover may sign Agreements with customers for
the provision of wastewater services to properties located outside the boundaries of the
Local Improvement District of Mitchell. Such Agreements shall provide for payment of the
appropriate rates set out in the Schedule, as well as a surcharge, set by Resolution of
Council, which shall be equivalent to the frontage levy, general taxes, and special taxes
for the Utility purposes in effect at the time or may be in effect from time to time, and which
would be levied on the property concerned if it were within L.1.D. of Mitchell boundaries.
In addition, all costs of connecting to the Utility's mains, and installing and maintaining
service connections, will be paid by the customer.

Billings and Penalties

Accounts shall be billed annually. A late payment penalty charge of 1 4% compounded
monthly shall be charged on the dollar amount owing after the billing due date. The due
date will be at least fourteen {14) days after the mailing of the bills.

Disconnection

The Public Utilities Board has approved the Conditions Precedent to be followed by the
RM with respect to disconnection of service for non-payment including such matters as
notice and the right to appeal such action to The Public Utilities Board. A copy of the
conditions precedent is available for inspection at the RM's office.

Reconnection
Any service disconnected due to non-payment of account shall not be reconnected until
all arrears, penalties, and a reconnection fee of $50.00 have been paid.

Liability for Charges

Pursuant to Section 252 (2) of the Municipal Act, the amount of all outstanding charges
for Wastewater services, including fines and penalties, are a lien and charge upon the
land serviced, and may be collected in the same manner in which ordinary taxes upon
the land are collectible, and with like remedies.

Wastewater Surcharges

There may be levied annually, in addition to the rates set forth above, a special surcharge
on wastewater having a Biochemical Oxygen Demand in excess of 300 parts per million,
to be set by Resolution of Council.

A special surcharge for substances requiring special treatment shall be charged based
on the actual costs of treatment required for the particular wastewater or industrial waste.
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