

May 9, 2005

Method of Calculating new Rate for Noack Water Supply Corp. 

Under its current agreement with BRA, the City has established a volume of water “Floor” that is the basis for its annual treated water charge. The Floor is expressed in MGD and is currently 2.16 MGD. The “Base Treated Water Fee” is currently $1.20 per 1,000 gallons. Since this is only the City’s cost of the water taken at the delivery point at the treatment plant, the City incurs additional expenses in operating and maintaining the distribution and storage facilities to get water to the delivery point for Noack. 

While there are several ways that costs associated with operating and maintaining the distribution and storage facilities may be accounted for, it is proposed that Noack’s share of these O&M costs be calculated as follows:

  Calculation of the Percentage (%)  of Taylor’s O&M Costs to be recovered: 

NOACK’s Floor/ Total Floor =  % attributable to NOACK

Calculation of O&M Costs to be recovered: 

        Total O&M Costs x 30%   =   Costs to be Recovered

Thirty (30) percent is used because the O&M Budget for utilities includes the wastewater plant and collection system that accounts for approximately 55% of the costs. An additional 15% is discounted due to inclusion of  expenses unrelated to O&M of the water distribution and storage system.  

Calculation of surcharge: 

    Costs to be recovered / Annual Floor in 1,000’s of gallons  =  Surcharge 

Calculation of  total Base Water Fee for NOACK:
Surcharge + Base Treated Water Fee(BRA) = Total Base Treated Water  Fee for Noack

If this formula is used the following calculations result: 

                                                                .20000    

                           ($1,368,578 x 30%) x   2.335        =     $35,167


                                      $35,167 / 73,000     =    $0.48  O&M Surcharge







+





               BRA Rate   =    $1.20






Total Rate      =    $1.68
The Noack’s Base Treated Water Fee, assumes a floor of .2000 MGD

In addition to the Base Treated Water Fee an “Excess Treated Water Fee” is charged by BRA if we exceed the annual Floor. In Taylor’s contract with BRA, an amount of $0.24 is added to the Base Treated Water Fee for a total cost of $1.44 per 1,000 gallons for any amount drawn above the Floor. Taylor would propose passing on this same provision and the additional cost of $0.24 per 1,000 gallons to Noack. The Excess Treated Water Fee for Noack would be $1.92 per 1,000 Gallons ($1.68 + $0.24). Again, this would be calculated at the end of the year and only applied to that amount of water drawn by Noack that was in excess of its’ Annual Floor.  The annual Floor for Noack would be 73,000,000 gallons.   

These prices would be good for the next four years (until 2009) after which a recalculation would be made based on BRA’s allowable increase in price and the apportioned cost of Taylor’s O&M at the time. 
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