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Executive Summary

The industry standard is to conduct a water rate study every five years to ensure revenues are
covering expenses and costs are being applied to customer classes equally. Public entity water
systems must ensure rate structures are consistent with current case law, which has specific
guidance on what is considered fair and equitable ways to distribute costs to customers.

RCAC conducted this water rate study on behalf of Mapleton Water District (MWD) to establish
rates that allow MWD to operate and maintain the water system for the next five years and collect
the necessary reserves for emergencies and capital improvements. RCAC analyzed data for the
fiscal years ending 2024 and 2025 and budgeted data for FYE 2026 and 2027 to set rates for
FYE 2027 through FYE 2031.

Mapleton Water District requested a water rate analysis to evaluate the following primary areas:
e covering their operating and non-operating expenses

e making contributions to emergency and operating reserves
e continuing to make timely payments on their debt service

During the rate study analysis, RCAC found that current rates do not generate sufficient
revenue to cover the expenses of the Water District. At the time of the study, Mapleton was
planning to take on additional debt from Business Oregon for the rehabilitation of their water
tanks. Both rate options provided look at the rates needed to cover all debt service, including
a new loan with Business Oregon for $372,284, which was modeled to begin repayment in
2028. Option 1 explores the rates needed to cover this loan if Mapleton Water District is
awarded 50% principal forgiveness, which is the maximum that they could qualify for, given
the type of loan they are pursuing. Option 2 explores the rates needed to cover the same loan
mentioned above, but without principal forgiveness, which means the full amount of the loan
would need to be repaid. These two scenarios explored the extremes of principal forgiveness
that Mapleton Water District could potentially receive, but the actual amount of principal
forgiveness will be based on funds available through Business Oregon at the time of loan
signing.

RCAC recommends that Mapleton Water District:

e Adopt the rates from the option that best aligns with the principal forgiveness that they are
awarded by Business Oregon for the rehabilitation of their water tank. If 50% principal
forgiveness is awarded to Mapleton, then Option 1 is recommended. If no principal
forgiveness it awarded, Scenario 2 is recommended.

e Pursue a rate structure that ensures the long-term financial capacity of the water system
while also assessing the affordability to customers.

Page | 2 * RCAC

www.rcac.org




e The U.S. Environmental Protection Agency (EPA) evaluates drinking water affordability
by comparing the annual residential water bill to the median household income (MH]I).
Under EPA’s longstanding affordability criterion, a combined water + wastewater bill
becomes a concern at about 4% of MHI—often interpreted as roughly 2% of MHI for
drinking water alone.

o RCAC’s rate model calculates affordability by taking the average residential bill
for the water system and dividing it by the MHI.

¢ In Oregon, Business Oregon applies an additional screen for their Water/\WWastewater
Financing Program for financing subsidies. Applicants are eligible for financing subsidies
if Business Oregon determines they meet the following criteria. First, the community’s
Median Household Income (MHI) is less than the state’s MHI. Second the user rates
meet or exceed a monthly affordability rate (currently defined as 1.25% of the
municipality’s MHI).

e Review revenues versus expenditures every year to ensure that the rates cover all costs
to the system.

e Strive to be transparent. Successful utilities are those that are transparent to their
customers regarding their day-to-day operations, including successes and struggles.
Promote your services to your customers and continuously educate them on why it is
necessary to raise and adjust rates.

e Consider increasing non-operational revenue. For example, CIP reserves could be moved
to and maintained in the highest interest-bearing accounts available to offset inflation
unless the cost of doing so is more than the interest earned on the account.

e Continue to pursue cost-saving measures such as refurbishment and rehabilitation of
infrastructure to extend the useful life of components while building the reserves needed
for their eventual replacement.
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Introduction

About RCAC

Founded in 1978, RCAC provides training, technical and financial resources, and advocacy so
rural communities can achieve their goals. Since 1978, our dedicated staff and active board,
coupled with our key values: leadership, collaboration, commitment, quality, and integrity, have
helped effect positive change in rural communities across the West.

RCAC’s work includes environmental infrastructure (water, wastewater, and solid waste facilities);
affordable housing development; economic and leadership development; and community
development finance. These services are available to communities with populations of fewer than
50,000, other nonprofit groups, tribal organizations, farm workers, colonias and other specific
populations. Headquartered in West Sacramento, RCAC’s employees serve rural communities in
13 western states and the Pacific islands.

This rate study was funded by the EPA, for which RCAC is a Technical Assistance Provider. This
study was provided at no cost to the Mapleton Water District due to their distinction as a
disadvantaged community.

Purpose of a Rate Study

An accurate and useful rate analysis not only identifies the total annual revenue required by a
utility to conduct its normal day-to-day operations, but it also anticipates and plans for future
operating and capital needs. Furthermore, the analysis attempts to determine whether the
projected revenue under existing rates will satisfy those needs. The primary objective of this
process is to ensure that the utility can obtain sufficient funds to develop, construct, operate,
maintain, and manage its water system on a continuing basis, in full compliance with federal,
state, and local requirements.

Governing Body Responsibilities

Governing body responsibilities for the water system include maintaining sufficient revenue and
reserves to provide for ongoing maintenance for the foreseeable future. The ultimate responsibility
of the governing body is to ensure preserved public health and compliance with environmental
regulations.

All findings and conclusions of this rate study are RCAC’s professional assessment and are not
a directive for action to the community. Whereas RCAC strongly recommends its finding to the
community, the governing body must act in accordance with the water system’s governing
documents as well as state and federal laws to enact RCAC recommendations in whole or in part.

Disclaimer

The findings, recommendations and conclusions contained in this rate analysis are based on
financial information provided to RCAC by the water system. Although reasonable care was taken
to ensure the reliability of this information, no warranty is expressed or implied as to the
correctness, accuracy or completeness of the information contained herein. Any action taken on
the basis of such findings, recommendations or conclusions is undertaken at the discretion of the
water system. In no event will RCAC or its partners, employees or agents be liable for any decision
made or action taken in reliance on the information contained in this analysis.
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Guiding Principles in a Rate Study
Rates should be:

e Sustainable - Rates should cover the costs of the system to provide safe drinking water
in the foreseeable future. This includes operations, repairs, interest, loan principle, capital
replacement, and all other costs related to providing safe drinking water.

o Fair - Rates should be fair to all rate payers. While the costs should not exceed the costs
of providing the service, they do need to capture the true costs of service. Low rates for
current customers will require high rates for future customers.

e Equitable - Each class (or type) of customer is paying what is rightfully its share of the
costs.

o Justifiable - Rates must be based on the actual needs of the water enterprise system.
The water enterprise system expenses and revenue should be tracked separately from
other funds.

o Water conservation - Water conservation is a key element of rate studies. Clean and
safe water is limited, and inappropriate use of this resource negatively impacts community
members.

o State or funder-specific requirements — Some water systems may have state or funder
requirements to maintain certain financial indicators and reserve levels. Regardless of any
requirements, the governing body is obligated by its responsibilities to provide for sufficient
reserves and long-term sustainability.

Rate Setting Process

A water rate study typically consists of three to four main components:
o Revenue Requirement — This component calculates the total revenue needed to cover
the utility’s operating costs and debt obligations.

e Cost of Service Analysis — This component evaluates the cost allocations associated
with providing water services, including fixed and variable costs. It ensures that rates are
aligned with the actual way a water system incurs costs when providing water service.

¢ Rate Design and Rate Setting — This step involves determining how to structure the rates
based on the cost-of-service analysis. It considers factors like customer classes
(residential, commercial, etc.), water usage patterns, and equity, aiming to create a fair
and sustainable rate system. Based on this, the appropriate rates are set to ensure
financial stability and regulatory compliance.

Together, these components help ensure that a water system can provide reliable service through
fair and equitable rates while maintaining financial sustainability.

RCAC uses a cash-needs approach to develop revenue requirements to ensure there is sufficient
revenue to recover total cash requirements for the 5-year period of this rate study. This approach
uses a format very similar to how many water systems develop an annual budget. While there are
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several methods to allocate costs, since RCAC mainly works with small, disadvantaged water
systems, it is typical for RCAC to use a fixed vs variable cost allocation. The revenue requirement
approach and cost allocation methodology used in this rate study can be found in the Rate Design
and Options Section under Key Assumptions.

Water System Basic Statistics

Community

The Mapleton Water District is located in the unincorporated community of Mapleton in western
Lane County, Oregon. This area is known for its beautiful hiking trails and views of the Siuslaw
River

Mapleton Water District main office

This area measures just 0.9 square miles and has a population of about 649. According to the
US Census, the water system has an estimated median household income (MHI) of $56,875.

System Description

The Mapleton Water District is a public water system classified as a Community Water System
and operates as a public entity.

The water system uses surface water from Berkshire Creek. They treat the water using filtration,
microscreening, and disinfection. Water is stored in two 300,000-gallon tanks and delivered to
customers over 58,760 feet of distribution line.
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Mapleton Water District is working to make updates to their system, and seeking out their funding
options to facilitate these updates. Some funding has already been secured, such as a loan from
Business Oregon, for improvements to their treatment plant. Repayment on this loan began in
2026. Additional improvements are planned on their two 300,000-gallon storage tanks in the
coming year, also funded by Business Oregon. The repayment of this loan was analyzed in this
rate study, and was modeled to begin in 2028.

Current Water Rate Structure

The current rates were adopted via Resolution 2025-15 in October 2025, setting rates from that
day forward. The current rate structure for the water system includes a base rate and a uniform
usage rate. There are three customer classes: Residential, Non-Residential, and Residential 2 on
1 meter. All customers pay the same usage rate of $0.10 per cubic foot. The current rate structure
can be seen in Exhibit A.

The affordability of these rates for the average residential customer is 2.22%, as a measure of
the percent of the average residential customer’s annual income that goes toward paying the
average annual residential water bill in the water system.

Customer Water Use Statistics

Water use can vary between months, meter size, and customer class. In the data analyzed,
Mapleton Water System has water usage that ranged from 97,279 cubic feet in March 2026 to
209,781 cubic feet in July 2025. Water usage trends can be seen in Exhibit B.

Future Population and Usage Projections
The United States Census shows a growth rate in the area as -.4% from 2020 to 2025.

Financial Condition and Analysis

Current Financial Policies

The financial policies of a public water system play a crucial role in ensuring the system's
sustainability and effectiveness. These policies provide a framework for budgeting, revenue
generation, expenditure control, debt management, and financial reporting. They help maintain
financial stability, promote transparency, and ensure that the water system can meet current and
future needs. By adhering to these policies, a public water system can effectively manage its
resources, maintain the trust of its stakeholders, and continue to provide reliable and high-quality
services to the community.

The policies reviewed by RCAC include Resolution 2025-15 which set current water rates, 2025-
4 which set policy for overdue bills, 2026-2 which allowed for shut off of delinquent accounts, and
2026-10 which established a separate capital project fund.
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Current Financial Indicators

Water Fund Balance
The water fund balance as of June 2026 is $160,000. The water fund balance can be made up of
cash, investments, and other liquid assets. This balance is kept in one account.

Operating Cash Flow

The operating cash flow for the Mapleton Water District has shown consistent losses over the
past three fiscal years. Even greater losses are anticipated in FY 2026, due to an increase of
$44,240 in debt service payments to Business Oregon beginning this year. This loan was for
improvements to the distribution system and is separate from the anticipated loan the system
plans to take on, which was analyzed in this rate study. This trend indicates that revenues do not
cover expenses. Additionally, the water system was not fully funding reserves. Underfunding
reserves is not considered a financially sustainable method for managing a water system.

Financial Ratios

There are several financial indicators that can provide insight into the financial health of a water
system. A financial indicator analysis was conducted on the most recent available audited
financial statements, 2025. The results of the analysis are:

¢ Quick ratio - measures the ability of a company to use its near cash or quick assets to
extinguish or retire its current liabilities immediately. A number greater than one is

considered good.
Cash + Cash Equivalents

uick Ratio =
Q Current Liabilities

The Mapleton Water District quick ratio is 6.46.

o Debt ratio - indicates the percentage of a company's assets that are provided via debt. A
number above 0.4 may hinder the ability of the system to get a loan. Too low of a number
may mean that the system isn’t utilizing the potential benefits that come from debt-financing
such as the completion of larger projects while providing ratepayers with rate stabilization
benefits.

Total Debts

Debt Ratio = ————
¢ atto Total Assets

The Mapleton Water District debt ratio is .27.

Revenue Requirement

A revenue requirement for a water system refers to the total amount of money a utility must collect
from its customers to cover all its costs. This includes operating expenses, taxes, debt payments,
and costs to replace capital assets.
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Current Budget

The objective of a budget is to ensure that the utility generates adequate revenue to cover the
anticipated costs as they occur. The basic components of the budget include combined cash
balances, operating and non-operating revenue, operation and maintenance expense, debt
service (principal and interest payments) on borrowed funds, capital costs, reserves, and other
cash payments (such as payments in lieu of taxes). Because debt covenants may impact the
cash needs of the utility, it is also important to examine these restrictions as well.

A water system should develop and adopt an annual budget every fiscal year prior to the start of
the fiscal year. The Mapleton Water District provided actuals for 2024 and 2025 and an adopted
budget for 2026 and 2027. The District at the time of this rate study combined water sales revenue
with other resources, including funds received from grants and loans and streetlight revenue.
Additionally, operating expenses were combined with capital outlay costs that were being funded
by said grants and loans. It was recommended that a capital projects fund be established instead
to maintain cleaner, more transparent bookkeeping, which was adopted via Resolution 2026-10
in late 2026. It is recommended that streetlight revenue and expenses be managed as a separate
enterprise to maintain the most transparent and accurate bookkeeping.

Over the past two year, revenues have not covered expenses. In 2024 and 2025, the utility
operated at a net loss of over $67,000 and $29,000, respectively. It is anticipated that this loss
will increase in 2026 to over $116,000 with its added debt service payments and other expenses.
Additionally, the water system was not fully funding reserves during these years. Underfunding
reserves is not considered a financially sustainable method for managing a water system.

The actuals and current budget can be seen as part of the rate study budget projections in Exhibit
D.

Current Dedicated Reserves

Reserves are an accepted way to stabilize and support a utility’s fiscal management. Small
systems usually fund the operating expenses but often do not consider putting money aside for a
specific upcoming financial need or project, or for an amount that can be used to provide rate
stabilization in years when revenues are unusually low, or expenditures are unusually high. The
rationale for maintaining adequate reserve levels is twofold. First, it helps to ensure that the utility
will have adequate funds available to meet its financial obligations in times of varying needs.
Second, it provides a framework around which financial decisions can be made to determine when
reserve balances are inadequate or excessive and what specific actions need to be taken to
remedy the situation.

Utility reserve levels can be thought of as a savings account. Reserve balances are funds that
are set aside for a specific cash flow requirement, financial need, project, task, or legal covenant.
Common reserve balances are established around the following four areas: operating reserve,
capital improvements and replacement, emergency, and debt service reserve. These balances
are maintained to meet short-term cash flow requirements, and at the same time, minimize the
risk associated with meeting financial obligations and continued operational needs under adverse
conditions.

The annual reserve goals can be seen in the general & administrative expenses in Exhibit D.
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Operating Reserve

Operating reserves are established to provide the utility with the ability to withstand short-term
cash flow fluctuations. There can be a significant length of time between when a system provides
a service and when a customer pays for that service. In addition, a system’s cash flow can be
affected by weather and seasonal demand patterns.

Because of potential delays in collecting payment, many utilities attempt to keep an amount of
cash equal to at least 90 days or 25 percent of their annual cash O&M expenses in an operating
reserve to mitigate potential cash flow problems. In discussions with the water system, it was
determined that the goal would be 1.5 billing cycles. This money will be set aside over ten years.

Emergency Reserve

Emergency reserves are intended to help utilities deal with short-term emergencies that arise
from time to time, such as main breaks or pump failures. The appropriate amount of emergency
reserves will vary with the size of the utilities and should depend on major infrastructure assets.
An emergency reserve is intended to fund the immediate replacement or reconstruction of the
system’s single most critical asset, an asset whose failure will result in an immediate water outage
or threat to public safety. In discussions with the water system, it was determined that $300,000
would be adequate and that this money would be set aside over ten years.

Capital Replacement Reserve

A capital replacement reserve (also called a repair and replacement reserve) is intended to be
used for replacing system assets that have become worn out or obsolete. Unlike the emergency
reserve fund, these reserves are intended to be used for planned replacements and
improvements. Annual depreciation is frequently used to estimate the minimum level of funding
for this capital reserve. But it is important to understand that depreciation expense is an
accounting concept for estimating the decline of an asset’s useful life and does not represent the
current or future replacement cost of that asset.

To initiate a capital improvement plan, a small water or sewer system will start with a list of assets
that includes the remaining service life, theoretical replacement costs in today’s dollars, and the
remaining service life. It then calculates the monthly and annual reserve that must be collected
from each customer to fully capitalize the replacement cost of each asset. In reality, the assets
will fail and be replaced gradually, but the replacement cost of water system assets is often a
shock to small systems that are struggling to keep rates reasonable. No capital replacement
reserve target was set for this rate study. Mapleton Water District currently sources grants and
loans for the funding of capital improvement projects. However, it should be noted,

e Loans — Obtaining loans will come with debt service payments and debt reserve
requirements that may increase the expenses in future years

e Grants - During this current economic climate, it is not advised to assume grants in the
budgeting process

Debt Payments and Reserve

Water utilities that have issued debt to pay for capital assets will often have required reserves that
are specifically defined to meet the legal covenants of the debt. Normally, debt service reserve
represents an amount equal to at least one full annual loan payment and can be accumulated to
this level over a period of 5 to 10 years.
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The Mapleton Water District has long-term debt with Business Oregon totaling $700,000. This
loan has a 30-year term and 1% interest, making their annual payment $55,200. Mapleton Water
District is making payments for this loan out of their water fund. There is no debt service reserve
requirement for this loan.

Analysis and Recommendations for Financial Condition
It is recommended that the Mapleton Water District adopt four financial policies to support the
management of its water utility.

e The first policy is Cost of Service Pricing to set water rates to match the actual cost to
treat, pump, and deliver water.

e The second policy suggestion is Reserve Fund Targets to establish reserves that will help
the utility cover its needs. An example of a reserve fund target would be $50,000 for a
dedicated emergency fund, which could be used to repair or replace components in the
event of an emergency.

e The third policy recommendation is Regular Rate Studies. This policy calls for periodic
review of rates, which would further help to ensure that the system is generating enough
revenue to cover its costs.

e The fourth policy recommendation is an Inflation Adjustment Provision, which is written
into the city’s municipal code and allows for automated adjustments to rates based on an
index. This policy would help the district cover its costs as they increase annually with
inflation.

Regarding capital improvements, Mapleton Water District should consider the cost of pursuing

grants or loans for making improvements to their system. Both approaches take staff time and

financial resources. Additionally,

e Loans — Obtaining loans will come with debt service payments and debt reserve
requirements that may increase the expenses in future years

e Grants - During this current economic climate, it is not advised to assume grants in the
budgeting process

A rate increase is recommended to ensure that Mapleton Water District can cover all their costs
included funding reserves. Several rate options are included in this report to provide a range of
pricing structures to allow the governing body to select the most fair, sustainable, and financially
viable approach for their community.

Cost-of-Service and Rate Design

Fixed and Variable Costs

Water must always be available to customers, whether the customer is using water or not. A large
share of water system costs is associated with bringing the first drop of water to the customer’s
tap, regardless of whether any water is used. Other costs occur as water is used by customers.
Fixed costs are those that must be recovered by a water system to ensure that drinking water is
available to its customers, while variable costs are more directly related to how much water is
being pumped, treated, stored, and distributed. The identification of costs as fixed costs, variable
costs, or some percentage of both is a determination that each utility must make for itself. It is
done by reviewing the budget and each line item closely. The allocation for Mapleton Water District
is in Exhibit F.
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Fixed costs are typically collected through a base rate, which is a fixed monthly charge. Variable
costs are typically collected through a usage rate, which is a dollar amount per unit of water used
by the customer.

Base Rate and Usage Rates

Base Rates
Fixed costs are typically collected through a base rate. These base rates can be calculated using
several different methods, including:
e Flat base rate — all customers pay the same amount regardless of service connection size.
o American Water Works Association Meter Ratios - standard meter ratios that are used to
estimate the equivalent cost of service based on the capacity of a water meter.

Meter Size Operating Capacity (GPM) Meter Ratio

1/2" 15 0.75
5/8" 20 1.00
3/4" 30 1.50

1" 50 2.50
1.5" 100 5.00
2" 160 8.00
3" 320 16.00
4" 500 25.00
6" 1000 50.00
8" 1600 80.00
10" 2400 120.00
12" 3375 168.75

o Meter ratios based on actual usage seen in water system — custom meter ratios that are
calculated on historical usage data of different meter sizes.

Usage Rates
Variable expenses are typically collected through the usage rate. These usage rates can be
calculated using several different methods including:

e Uniform usage rate - customers are charged a single, constant rate for each unit of service.

o Tiered usage rate - the cost per unit of service changes as a customer’s consumption
exceeds certain thresholds or "tiers." Variations of tiered rates include increasing block
rate, uniform block rate, and decreasing block rate.

Assumptions
In a rate study, assumptions are critical because they help frame the calculations and projections
that determine pricing or rates. Assumptions details used in this rate study can be seen in Exhibits
C-F and include:
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Financial Assumptions
e Return on Investment Rates — Capital improvement reserves are often in a savings
account that accrues interest. It is assumed this rate of return can reduce the annual
reserve required from water sales for additional capital assets.

o Past Inflation Rates - Allows the current cost of assets to be calculated when only historic
costs are available.

e Future Inflation Rates — Allows the future cost of asset replacement to be calculated as
well as helps to project the budget forward.

¢ Future Loan Rates and Fees — Important for calculating the debt service payment that
will be required if a water system chooses to fund assets in need of replacement over the
next 5 years through loan.

o Existing Debt — Annual payment and reserve requirements for current debt

o Existing Reserves — The water fund balance which can be made up of cash, investments,
and other liquid assets. Typically, operating reserves are in a checking account and capital
reserves are in an interest-bearing savings account

o Reserve Targets — established dollar amounts to maintain in operating, emergency, debt,
and capital reserves along with the number of years to build to this amount

e Median Household Income — average income for residential customers, this typically
comes from the U.S. Census

Usage and Billing Assumptions

e Conservation Factor: This factor accounts for the expected reduction in water usage that
may occur following a rate increase. Studies by the U.S. Department of the Interior
estimate the price elasticity of water demand at approximately -0.1%, indicating relatively
low sensitivity to price changes. However, based on RCAC’s experience working with rural
and disadvantaged communities, a broader range of -1.0% to -5.0% may be applied to
better reflect local conditions and customer response. This factor may also be adjusted to
incorporate system-specific considerations, such as conservation efforts, drought
conditions, or known changes in water use behavior.

e Community Growth Factor — Growth factor to account for an increasing or decreasing
population in the area. This data can come from the U.S. Census, the water system'’s
master plan, or other source

o Receivable Write-Offs — RCAC assumes a 0.2% write-off, unless otherwise stated by the
water system. This write-off accounts for non-payment of water bills

Capital Improvement Plan Assumptions
o Default Funding Assumptions — The funding assumptions made to many of the capital
assets in the model. While it is always recommended to fund with 100% cash, RCAC will
often adjust these to assist with affordability while giving a roadmap to smaller water
systems on next steps in their capital improvement plan. During this current economic
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climate, it is not advised to assume grants in the budgeting process. Also understand that
applying for grants or loans will take staff time and financial resources.

o Capitalization Threshold - Any asset purchased below this value is not included in the
CIP. It assumed that this purchase was included in the annual maintenance budget. This
is usually a policy decision by the water board and varies based on the size of the water
system. RCAC will often use $5,000 if the water system has no threshold established.

e Short-Lived Assets — Some funders only require water systems to create reserves
for short-lived assets (5-15 year useful life).

e Customized Assumptions

o Budget projections — While future inflation is a tool used to project many budget line
items forward. A detailed review of each budget was completed and line items that needed
further adjustments were changed. No custom budget assumptions were used for
Mapleton Water District.

e Capital Improvement Plan — While default funding assumptions can help a small water
system see its dependence on obtaining grants and loans and allow it to begin to plan. A
detailed review of the funding assumptions was completed and line items that needed
further adjustments were revised. No custom CIP funding assumptions were used for
Mapleton Water District.

e Cost Allocation — RCAC uses the identification of fixed and variable costs to allocate
costs to base rates and usage rates. The identification of fixed and variable costs is best
left to the water system to identify. RCAC does advise that any debt service be considered
a fixed cost and that many of the pumping and chemical costs be assigned to variable.
RCAC relied on the water system to allocate their fixed and variable costs.

Rate Options and Recommendation

This rate study has analyzed various pricing structures for the water utility, taking into account the
financial needs of the system, equitable distribution of costs among customers, and the promotion
of water conservation. After careful evaluation, the recommended rate options are included in this
report to allow the governing body to select the most fair, sustainable, and financially viable
approach for their community.

Both rate options looked at the rates necessary to cover Mapleton Water District’'s expenses,
establishing and contributing to reserves, and debt service. The system plans to take on a
$372,284 loan with Business Oregon for the rehabilitation of their two 300,000 gallon water tanks.
Option 1 modeled the rates needed to repay this loan if they are awarded 50% principal
forgiveness, which is the maximum potential amount they could receive. This places the total loan
at $186,142, with annual payments being $7,213. Option 2 assumes the system is not awarded
any principal forgiveness, making the annual payments $14,425. Option 3 modeled the impact on
the financials of the system if current rates were maintained for the next five years.

Further explanation of the rate options can be found below; rate tables and results can be seen
in Exhibit G.

Page | 14 * RCAC

www.rcac.org




When considering the various rate options presented below, it is crucial for the governing body to
take into account not only the immediate financial implications but also the long-term sustainability
and fairness of each approach. The following recommendation aims to guide the selection
process and ensure that the chosen rate structure supports the community’s needs while
promoting fiscal responsibility and transparency.

RCAC values affordability when analyzing rate options for small water systems. However,
governing body responsibilities for the water system include maintaining sufficient revenue and
reserves to provide for ongoing maintenance for the foreseeable future. The ultimate responsibility
of the governing body is to ensure preserved public health and compliance with environmental
regulations.

At the time of writing this report, it is still unconfirmed what the funding package from Business
Oregon will look like for the rehabilitation of Mapleton Water District's water tanks. RCAC
recommends that the District adopt the rates that best reflect the principal forgiveness they are
awarded. If the system is awarded less than 50% principal forgiveness, implementing the rates
suggested in Option 2 will allow them to ensure that all costs are covered.

Rate Option 1

This Option looks at the rates necessary to cover Mapleton Water District's expenses,
contributions to reserves, and debt service. Option 1 assumes 50% principal forgiveness for a
$372,284 loan with Business Oregon for the rehabilitation of their two 300,000 gallon water tanks.
This places the total loan at $186,142, with annual payments being $7,213. This amount of
principal forgiveness was modeled because it is the maximum amount that Mapleton Water
District could qualify for, based on the type of loan they are pursuing.

This option was also created with the goal of making full contributions to reserves by year five to
reduce the burden on customers.

Rate Option 2

This Option also looks at the rates necessary to cover Mapleton Water District's expenses,
contributions to reserves, and debt service. Option 2 assumes no principal forgiveness for a
$372,284 loan with Business Oregon for the rehabilitation of their two 300,000 gallon water tanks.
For this Option, annual payments were modeled at $14,425. This amount of principal forgiveness
was modeled because it is the lowest possible amount that Mapleton Water District could
potentially receive. The actual amount of principal forgiveness awarded to the District will be
determined by the amount of funding that Business Oregon has available at the time of loan
signing.

This option was also created with the goal of making full contributions to reserves by year five to
reduce the burden on customers.

Rate Option 3

This Option shows the impact on the financials of the Mapleton Water District if current rates are
maintained over the next five years. This option is not recommended by RCAC, but is included
for informational purposes and to demonstrate the potential financial impacts of maintaining
current rates and the resulting risks to long-term financial sustainability.
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Implementation Remarks & Conclusion

Recommendations for the current financial condition and rate option selection have been
discussed. Below are some additional recommendations for Mapleton Water District.

General Implementation Advice
Key points to remember with this rate adjustment are:

e Every year, revenues versus expenditures should be reviewed to ensure that the rates
cover all costs to the system.

e Rates should be reviewed every 5 years or whenever the water system is at risk of
expenditures exceeding revenue.

e Successful utilities are those that strive to be transparent. In day-to-day operations, the
Mapleton Water District should strive to promote its services (highlights and the low points)
and continuously educate residents on why it is necessary to raise and adjust rates.

e If possible, CIP reserves should be moved to and maintained in the highest interest-
bearing accounts available to offset inflation unless the cost of doing so is more than the
interest earned on the account.

Conclusion

In conclusion, this rate study provides an effective approach to maintaining the financial health of
the water system, while ensuring equitable access to clean, safe drinking water for all customers.
The recommended rates will allow the utility to continue providing high-quality service in a
financially sustainable manner, meeting the needs of the community for years to come.

The attached Exhibits A through G provide detailed information and analysis supporting the
findings and recommendation of this water rate study. Each exhibit has been prepared to illustrate
the key components of the study, including cost of service, customer demand, rate structure
options, and the financial impact of the proposed rates. These exhibits are designed to offer
transparency and allow for a clear understanding of the methodologies used to determine the
recommended rate structure.
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Current Base Rates

Customer Class Schedule (see prior

table)

Meter Size A B C

3/4 $54.00 $54.00 $66.00

1.000 $54.00 $102.00

1.500 $102.00

2.000 $117.00

3.000 $162.00

4.000 $192.00

Current Customer Classes

Class ID Name of Class Rate Structure Schedule
1 Residential Uniform Block A
2 Non-residential Uniform Block B
3 Residential 2 on 1 Meter Uniform Block C
Customer Class Schedule (see prior table)
Unit A B ©
$/CF $0.10 $0.10 $0.10
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Fixed vs. Variable Allocation

Notes:

OPERATIONS & MAINTENANCE EXPENSES

%

Budget Line Item 5-Year Avg Fixed $ Fixed $ Variable

Salaries & Wages / Operations $92,830.61 90% $83,547.54 | $9,283.06
Wage Dispute $6,970.00 100% $6,970.00 $0
Payroll Taxes $15,047.40 100% $15,047.40 $0
Unemployment $568.59 100% $568.59 $0
Workers Compensation $3,867.94 100% $3,867.94 $0
Overtime $2,274.35 100% $2,274.35 $0
Retirement $36,392.91 100% $36,392.91 $0
Part Time Wages $0 100% $0 $0
Administration $51,719.91 100% $51,719.91 $0

Operating Supplies $22,102.53 90% $19,892.27 | $2,210.25
Bank Charges $2,983.84 100% $2,983.84 $0
Office Supplies $2,210.25 100% $2,210.25 $0
Accounting/Auditing/Budget $18,698.74 | 100% | $18,698.74 $0
Legal $11,051.26 100% $11,051.26 $0
Insurance & Bond $12,156.39 100% $12,156.39 $0
Misc Expense $2,210.25 100% $2,210.25 $0
Maint & Repair $40,481.00 100% $40,481.00 $0

Power $9,946.14 80% $7,956.91 $1,989.23

Permits & Certifications $2,762.82 90% $2,486.53 $276.28
Travel $3,315.38 100% $3,315.38 $0
Telephone $4,973.07 100% $4,973.07 $0
Water Samples $7,735.88 100% $7,735.88 $0
Rent $4,973.07 | 100% | $4,973.07 $0
Backflow Test $1,657.69 100% $1,657.69 $0
Vehicle Operations $5,525.63 100% $5,525.63 $0
Water System Fuel $884.10 100% $884.10 $0
Safety $1,105.13 | 100% | $1,105.13 $0
Budget Pub & Election $2,873.33 100% $2,873.33 $0
Plant Management Services $11,051.26 | 100% | $11,051.26 $0
Dues $2,210.25 100% $2,210.25 $0
Postage and Billing Supplies $3,867.94 100% $3,867.94 $0
Software and IT Services $19,892.27 100% $19,892.27 $0
Equipment $22,102.53 100% $22,102.53 $0
Office and Computer Equipment $2,210.25 100% $2,210.25 $0
Total O&M Expenses

$428,652.7 $414,893.8 | $13,758.8

0 7 2
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GENERAL & ADMINISTRATIVE EXPENSES
0,
Budget Line Item 5-Year Avg F/(;xed $ Fixed $ Variable
Operating Reserve Funding $4,899.24 100% $4,899.24 $0
Emergency Reserve Funding $30,000.00 100% | $30,000.00 $0
Debt Reserve Funding $0 100% $0 $0
Replacement of Existing Capital Assets $146,054.8 100% | $146,054.8 $0
6 6
Replacement of Funded Project Assets $0 100% $0 $0
Reserves for Additional Capital Assets $0 100% $0 $0
Debt Service $55,200.00 100% $55,200.00 $0
Operating Reserve Funding $4,899.24 100% $4,899.24 $0
Emergency Reserve Funding $30,000.00 | 100% | $30,000.00 $0
Total General and Administrative $236,154.1 $236,154.1 $0
Expenses: 0 0
Total All Expenses $664,806.8 $651,047.9 | $13,758.8
0 8 2
Fixed-Variable as % of all Expenses 98% 2%
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