7. PRESENTATION(S)

a. Presentation by Rusty Isler, Island Water Association (IWA) regarding the
proposed IWA rate increase
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Rate Study Review

The Island Water Association, Inc. (IwA) e

¢ Incorporated in 1965 - Not-for-profit, member-owned
Corporation

* Franchised from 1965 to 1985 by Lee County

* New twenty-year franchise in 1995 jointly with City of Sanibel
and Lee County

* Lee County also delegated rate approval for Captiva, based on
non-discrimination between islands

Historical Perspective 6
On IWA Water Rates
* One rate increase since 1978

* Last rate increase of 29% in 1992 (followed by
a 7% rate decrease in 1994).

* Inflation increased by around 55% since 1992.

* Now requesting an 18% rate increase effective
March 1% 2009

Why Now? 6

¢ Revenue Shortfall

¢ Expenses Increasing

* Continuing Need for Capital Expenditures
¢ Cash Reserves Declining

Current Financial Situation
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Revenue Shortfall Due to: @

* Reduced Water Use Due to Water Restrictions,
Reuse Water, and Conservation

* Return of Normal Rainfall
* Economic Downturn
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Annual Water Sales vs. e
Operations & Maintenance Expenditures

Revenues Projected Rat

Operation & Maintenance e
Expenditure Increases

* Energy Costs

* Chemical Costs

* Health Insurance Cost

* Materials and Equipment Costs
* Labor Cost

Operation & Maintenance Cost @
Increases

_ 1994 Cost 2008 Cost l % Increase

Diesel fuel (Gaflon) 1.03 3.98 284%
Caustic Soda (Ton) $240 $372 55%
Electricity (KWH) 6.7Cents/KWH  9.5Cents/KWH 42%
First Class Postage Stamp 29 Cents 43 Cents 48%
Medical Insurance {Employee) $2,175 $7,958 265%
IWA 8K Gal Monthly Water Bilt $35.05 $35.05 %

Capital Expenditures 6

* Needed to Upgrade our Infrastructure

* Plant Capacity, Water Mains, and New
Technology Needs to be Supported as an
Ongoing Process

* Capital Expenditures Should Equal or Exceed
Depreciation

Capital Improvement Program e
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Cost Reduction Efforts e

* Energy Savings
— Low Pressure Membranes ireduced energy consumtion)
— Energy Recovery Turbine (reduced energy consumption)
— LCEC Interruptible Rate (reduced energy cost)
* Efficient Use of Technology
* In-House Projects
* 36 employees in 1992 — Currently 33 Positions
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Local Rate Comparisons e
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Tier Frequency Distribution

Number of Single Family Cerrvnt Rate Scheath | Proposed Rate Schuestr 118% Inceeasn)
Residential Accounts per Tier | Buse Charpes
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Consursption Charge,
$2.80/KG for First 5K $3.20/KG for First 5K $.50
$3.36KG for OK-10K $3.95/KG for 8K-10K $.0
$3.90/KG for 11K-15K $4.00/KG for 11K-15K 370
34 45/%G for 18K-20K $5.26/KG for 16K-20K 380
$5.00/KG for 21K-25K $5.90/KG for 21K-25K $80
$5.55/KG for over 28K $6.56/KG for over 25K $1.00

IWA Monthly Bill Comparison e IWA Service Area
Consumption Varies by Neighborhood
Corfert i | tiews Bl {185 increage] | i
{Ga)/ ¥ta} 1 |

[ $11.00 $13.00 $2.00
5K 25.00 2950 4.50
BK 35.05 Median 4435 6.30

10K 41.75 4925 7.50
15K 61.25 7225 11.00
20K 83.50 98.50 15.00
25K 108.50 128.00 18.50
50K 24725 291.75 4450




11/12/2008

Why 18%?

Revenues forecast flat for next 3 years, consistent with continuing
conservation.

Operating/maintenance expenditures forecast to increase at 3% per
year, consistent with average inflation rate for prior 5 years.

Annual capital expenditures heid at 70% of historical average and
83% of annual depreciation.

18% rate increase balances the books in 2009 with above forecasts.
25% would be needed if capital expenditures were increased to
match depreciation.

Decided on lower, 18% number in light of current economic
situation.

Summary Financial Plan
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Timeline e

Introduced at Annual Meeting - 4/14/08

Published in Fall Pipeline Newsletter - 8/1/08
Approved by IWA Board - 10/14/08

Petition Presented to Sanibel City Council - 11/1/08
Sanibel City Council Public Meetings

New Rates Go Into Effect — 3/1/09

472-1502

willlam “Rusty” Isler, GM

472-2113X113
Rate Study Revi




