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Making a difference...together

REPORT TO HIGHLAND WATER AND SEWER LOCAL SERVICES COMMITTEE AND
FERNWOOD WATER LOCAL SERVICE COMMITTEE
MEETING OF THURSDAY 14 JANUARY 2010

SUBJECT PROPOSED AMENDMENTS TO FEE AND CHARGE STRUCTURES

PURPOSE

To present alternatives and a recommendation to the Highland Water and Sewer Local Services
committee (HWSLSC) and the Fernwood Water Local Service Committee (FWLSC) for amendments to
fee and charge structures for water and sewer services.

BACKGROUND

A staff report to the 17 July 2009 meeting of the HWSLSC and FWLSC presented background and
rationale for amending fee and charge structures, and included example structures for the Highland and
Fernwood Water Local Services. The primary rationale for amending fee structures is to simplify billing
structures and reduce ambiguity relating to the concept of the single family equivalent (SFE) that is
currently used as the basis for billing for water and sewer service; and to prepare for migration of billing
processes to a new system that will improve efficiency of the billing process and add new features to
water bills such as bar charts showing water consumption history. Fee structures for water and sewer
service should be fair and understandable by customers, and should discourage excessive use of
services that have limited capacity. Although the current rate structures provide effective incentives to
conserve water, they are not easy to understand and are difficult to apply fairly where a water or sewer
connection may serve more than a single dwelling unit.

Currently, a portion of the annual cost of Maliview sewer service is recovered based on winter water use.
The portion of revenue based on consumption is established in the budget each year, and cost per
customer is calculated based on water use per SFE as a fraction of overall billed water use in the period.
This approach is unconventional and relies on a single, annual calculation that must be performed
manually to determine the cost of sewer service. It is proposed that the portion of revenue to be billed
based on consumption be recovered using a more conventional sewer service charge per unit of water
used during each of the four water billing cycles in a year. For Maliview customers, sewer charges would
appear on a consolidated quarterly bill for water and sewer service, with the variable portion of the sewer
service bill charged at a uniform rate per cubic metre of water used in the previous three months.

An administrative change to all fee and charge bylaws for local services is also required in order to
standardize the calculation of late payment charges at 2.5% per billing cycle for balances outstanding
beyond thirty days from the date a bill is issued.

Proposed Fee and Charge Structures

This report presents three alternative rate structures for consideration in (Attachment 1). All of the
alternatives are revenue neutral (i.e. no significant overall increase or decrease), and compare actual and
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proposed cost per customer versus annual total water consumption. There are four pages relating to
each of the three alternatives: Fernwood, Highland, Maliview and Highland + Maliview.

Although parcel tax and fixed annual user charge levels differ for Highland and Fernwood, for each
scenario the variable rates and tier thresholds are identical as is currently the case. This is intended to
ensure that when the services are merged for operational purposes, the rate structure can be harmonized
simply by setting a single fixed charge to recover annual operating revenue required for the service, and
the parcel tax levels for each existing service can be set as required to cover borrowing costs. Highland +
Maliview charts represent the combined cost of water and sewer service to Maliview customers for each
of the three alternatives.

ALTERNATIVES

1. That the Highland Water and Sewer Local Services Committee and the Fernwood Water Local
Service Committee recommend to the Capital Regional District Board that fee and charge bylaws
for the Fernwood Water Local Service, the Highland Water Local Service, and the Maliview
Sewer Local Service be amended in accordance with Alternative 1 of Attachment 1.

2. That the Highland Water and Sewer Local Services Committee and the Fernwood Water Local
Service Committee recommend to the Capital Regional District Board that fee and charge bylaws
for the Fernwood Water Local Service, the Highland Water Local Service, and the Maliview
Sewer Local Service be amended in accordance with Alternative 2 of Attachment 1.

3. That the Highland Water and Sewer Local Services Committee and the Fernwood Water Local
Service Committee recommend to the Capital Regional District Board that fee and charge bylaws
for the Fernwood Water Local Service, the Highland Water Local Service, and the Maliview
Sewer Local Service be amended in accordance with Alternative 3 of Attachment 1.

4, That the Highland Water and Sewer Local Services Committee and the Fernwood Water Local
Service Committee receive this report for information.

FINANCIAL IMPLICATIONS

None of the proposed alternatives will significantly change the overall annual cost of service to an
average customer. However, the general result of changing the basis of billing from the SFE to a service
connection (Alternatives 1-3) is that connections currently serving multiple SFEs will pay significantly less
on average for water and sewer service, while the average customer with only one SFE per connection
will pay slightly more. Alternative 1 provides an increased incentive to conserve water, reducing the
annual cost of service to low water users while increasing costs to high users. Alternative 2 minimizes the
change in annual cost to most users. Alternative 3 reduces costs to high users, and increases costs to
low users.

SUMMARY

Changes to the fee and charge structures are recommended in order to simplify and standardize billing
processes and to improve the fairness and transparency of charges for water and sewer services.
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RECOMMENDATION

That the Highland Water and Sewer Local Services Committee and the Fernwood Water Local Service
Committee recommend to the Capital Regional District Board that fee and charge bylaws for the
Fernwood Water Local Service, the Highland Water Local Service, and the Maliview Sewer Local Service
be amended in accordance with Alternative 1 of Attachment 1.

(A

Colwyn Sunderland, AScT
Local Services Engineering Coordinator

CSils
Attachments: 1
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