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PUBLIC UTILITIES COMMISSION

TOWN OF WALLINGFORD
45 SOUTH MAIN STREET

ROOM 315
WALLINGFORD, CT 06492

Monday, March 4, 2024
6:00 P.M.
MINUTES

PRESENT: Chairman Robert Beaumont; Commissioners Joel Rinebold and Laurence
Zabrowski; Director Richard Hendershot; Water and Sewer Divisions General Manager Neil
Amwake; Water and Sewer Divisions Business Manager Donald Langenauer; Mayor Vincent
Cervoni  d Recording Secre’ " :rnade Sorbo

Absent — None
Members of the Public — Larry Cannata, Eric Callocchia — NewGen Strategies & Solutions, LLC

Mr. Beaumont called the Meeting to order at 6:01 P.M., and the pledge of Allegiance was
recited.

1. Pledge of Allegiance

Water Division Workshop for the purpose of discussing the draft financial forecast, retail
cost of service and retail rates for the Wallingford Water Division

Mr. Amwake referenced the Total System Expenses vs. Revenues chart and noted that the light
blue line represents the current rate structure. In FY 2024, the Water Division is barely covering
the operating expenses and the Water Division does not cover the Cash Funded Capital Projects
shown in green or Future Debt Service shown in dark blue or purple. The Cash Funded Capital
Projects and Debt Services are being paid out of the Retained Earnings or cash. In FY 2025, if
the WWD continues on the current revenue structure, the Water Division will not even be able to
cover operating expenses. This is a ten-year model and as it moves forward, the projected
expenses vs. revenues gets worse. The orange line shown on the graph represents the proposed
rates. The proposed rates skim along the top of the Cash Funded Capital Projects and Future
Debt Service.
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Mr. Amwake noted that the model shown tonight will ow that over the next six years, the
Water Division will still use approximately $3.05 million in Retained Earnings (Cash) for rate
stabilization. For FY 2030 to FY 2032, the difference between the minimum cash reserve policy
as established by the Water Division and the Public Utilities Commission and cash on hand is
less than one million dollars. The red line shown on the graph does have a change in the
minimum cash reserve policy. The Water Division previously and currently had 6 weeks of
operating expenses on hand, though, after further robust discussion, it was decided that a better
conservative number is 13 weeks, which is one full calendar quarter.

..Ir. Amwake reviewed the Maine Curve graph. This was developed by the Maine Water
Association in 1961. This is a percent of gross revenue that should be applied to fire protection
charges. Fire protection is not about the quantity of flow that goes through the hydrant or
sprinklers but about how much bigger the overall water supply treatment and distribution system
was made to accommodate for the fire flow. This is based on what the ratio of the population as
well as the peak demand for the day is.

Mr. Amwake pointed out that the two redlines depicted on the graph is what a water utility wants
to be between (6.0% to 30.0%). Wallingford Water Division is shown as the green line on the
graph which is currently at 17.9%. Per the consultant and peak flow for the Water Division
population fire protection revenue for the Wallingford Water Division should be at 20.5% which
is shown as the blue line on the graph. The Water Division will implement this increase (close
the gap between the current 17.9% and the desired 20.5%) over the next ten years as doing this
over a one-year period will be too much of a fiscal impact on the rate payers.

Mr. Callocchia stated that the purpose of the rate model is to develop user rates that result in a
sustainable water system, both operationally and financially. The key guiding principles are:

. The Town’s water utility must be financially self-supporting.

. Water rates shall be sufficient to ensure funding of an appropriate level of system
rehabilitation, replacement, and improvement.

. The Town shall maintain sufficient reserves to meet the Division’s Minimum Cash
Reserve Policy to provide for rate stabilization and unplanned expenses.

. Water rates shall be kept as low as possible over time.

Mr. Callocchia pointed out the Principles of Water Manual written by the American Water
Works Association (AWWA) and stated that the manual provides guidance on the rate study
process. The first step in the rate study process is the revenue requirements (costs). NewGen
needs to know the costs today to make reasonable estimations of what the costs will be in the
future. The cost of services can be broken down into different classes. Specifically, in this study
the classes were for fire protection and retail customers. Adjustments were made within the
structure of the retail class. The next step is to build a financial plan. The financial plan is the
overall increase in revenue that are necessitated by the forecast. Then the utility pricing is
developed. The utility pricing is the specific rates. This is where NewGen determines the meter
ratios and fire protection fees. When those rates are applied to the future to the customers it will
generate the revenue to meet the financial planning.
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Wallingford Water Division is with quarterly consumption charges. A lot of the rate increase of
the $24.95 a quarter is based on the Basic Service Fee which has not moved since 2007. The
Water Division is currently not capturing the back room costs sufficiently. For the MDC, the
Town of South Windsor, the Town of Glastonbury and the Town of Farmington all pay a
surcharge as a non-member community which is built into the Basic Service Fee.

Mr. Amwake opened the workshop up for questions.

Mr. Rinebold questioned why are some of the utility companies less than us and why are some of
them more?

Mr. Amwake stated when looking at other municipal utility companies to compare rates, the
Division would need to review how they are paying for pension, healthcare and debt service.
Some utilities blend the rate side and the tax side. Other issues to consider is the amount of
residential customers vs. commercial customers.

Mr. Rinebold thanked Mr. Amwake for doing the workshop.

Mr. Beaumont commented that this is the best representation he has ever seen as to what is out
there in the state of Connecticut.

Mr. Zabrowski stated that he r "'y likes how this was presented. He liked the data and the
statistics.

Mr. Cannata stated he was concerned with the water usage from the irrigation system being used
in the condominium association he lives in and questioned if the condo association he lives in is
a residential rate or commercial rate?

Mr. Amwake stated that the Wallingford Water Division only has one rate structure. The basic
service fee is based on the size of the meter. Typically, if it is irrigation it would be a 3/4inch

meter or 1-inch meter. The current consumption charge of $4.09 per 100 cf is universal across
the town.

ADJOURNMENT

Motion to Adjourn

Made by: Mr. Rinebold
Seconded by: Mr. Zabrowski
Votes: 3 ayes

The meeting was adjourned at approximately 7:26 p.m.
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Respectfully submitted,

Bernadette Sorbo
Recording Secretary

Respectfully submitted,

Laurence J. Zabrowski
Secretary




