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Overview of Sanitary Sewer Fund

= Sanitary Sewer Fund (SSF) is an enterprise fund

o0 User fees (sewer rate) set at full cost recovery

* Township Code (Chapter 126) requires the Board to set annual
Sanitary Sewer Rental Fee (SSRF) to cover annual projected
operating expenses plus:

0 Debt service (principal and interest)

010% SSF fund balance reserve

= SSRF is based on prior year water consumption readings
provided by Aqua

02021 Sanitary Sewer billing is based on 2020 water
consumption data
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Overview of Sanitary Sewer System

Public Works Sanitary Sewer Division maintains over 235 miles
of sewer lines and 17 pumping stations throughout the
Township

Supervises and inspects all sanitary sewer construction and
new lateral connections to the sewer system

Cleans and inspects the sanitary sewer system
Perform a wide range of maintenance activities including:
o Grouting sewer lines to prevent water infiltration

o Maintaining aging sewer lines via slip lining and other cost-
effective methods

Currently billing over 16,600 accounts annually

o0 Modest growth in number of accounts since 2010



Sanitary Sewer Fund Revenues

= 2021 projected operating revenues of nearly $8.4 million;
essentially unchanged compared to prior year

0 SSRF primary source of revenue ($7.2 million annually)

» Strong collection rate over 80% paid in discount period;
Township usually collects around 100% of flat billing due
to payments made during penalty period

o SSRF billing fluctuates with water consumption and water
conservation efforts

» Credit provision for customers diverting water from
sewer system (special meters)

o Other revenue derived from charges for services
(connection fees, revenue from other municipalities),
Investment income and other sources



Sanitary Sewer Rental Fee

= Sanitary Sewer Fund rental fee has been $4.51 since 2012

0 2021 billable water consumption increased by 2.6% compared to
prior year

0 2021 billable gallons reflects water consumption for the
pandemic impacted period of 1/1/2020 - 12/31/2020

Billable Gallons %
Year Gallons Inc/(Dec) Inc/(Dec)
2012 1.686
2013 1.734 0.048 2.8%
2014 1.618 (0.116) -6.7%
2015 1.633 0.015 0.9%
2016 1.700 0.067 4.1%
2017 1.608 (0.092) -5.4%
2018 1.610 0.002 0.1%
2019 1.592 (0.018) -1.1%
2020 1.559 (0.033) -2.1% :
2021 1.600 0.041 2.6% |




Sanitary Sewer Fund Expenditures

= 2021 projected operating expenditures are nearly $8.9 million; on
par with 2019 and 2020 expenditures

0 35-year agreement (1992-2027) with Philadelphia Water
Department (PWD) for wastewater treatment services

» Township’s annual operating contribution to PWD had
averaged $2.33 million from 2015-2017, but now has grown
to an average of $2.55 million from 2018-2020

»Estimate $2.575 million or 29% of SSF expenditures in 2021

o Personnel expenses (salaries and benefits) = $2.2 million or
25% of SSF expenditures

o Debt Service = $2.1 million or 24%

0 General Fund Indirect Costs = $829,000 or 9%

o Utilities and Materials & Supplies = $373,000 or 4%
o Equipment Fund Rental Rates = $389,000 or 4%
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Sanitary Sewer Fund Financial Forecast

2020 2021 |21 vs. 20|21 vs. 20
Sanitary Sewer Operating Fund Actual* | Forecast| $ Chg. | % Chg.
Beginning Fund Balance (Operating) $ 313|% 263|% (0.50) -15.9%
Revenues 8.36 8.39 0.03 0.3%
Expenses 8.86 8.88 0.02 0.2%
Surplus/(Deficit) (0.50) (0.49)
Ending Fund Balance (Operating) $ 263|% 214
Fund Balance % of Expenses 29.7% 24.1%

*Preliminary pre-audit financial results

= Strong financial results up through 2018 have given way to two straight
years of deficits with another deficit projected for 2021. This is mainly due
to overall declines in water consumption and less connection fees

= Manageable deficit projected without fee increase for 2021
0 Revenues projected with SSRR rate of $4.51 unchanged from 2020
o Expenditures projected roughly even compared to 2020

o Anticipate drawdown of fund balance reserves this year and will

monitor going forward
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Sanitary Sewer Fund Financial Forecast

2021 2022 2023
Sanitary Sewer Operating Fund Forecast | Forecast | Forecast
Beginning Fund Balance (Operating) $ 2633 214 |3 1.45
Revenues 8.39 8.28 8.29
Expenses 8.88 8.98 9.18
Surplus/(Deficit) (0.49) (0.70) (0.89)
Ending Fund Balance (Operating) $ 214|3% 145|9% 0.56
Fund Balance % of Expenses 24.1% 16.1% 6.1%

= Looking forward, if we project into the next couple of years the Sanitary
Sewer Fund is likely to require a rate increase absent significant
changes in the projected trajectory revenue and expenditures

= By 2023 there would likely need to be an increase to the sewer rate
unless there were a significant increase in water usage, connection fees
or significant decreases in certain cost drivers




Proposed Sanitary Sewer Rental Fee

= Lower Merion’s sewer rate is on the low end when compared to
other area municipalities’ sewer rates that bill based on water
consumption (all per 1,000 gallons):

0 $4.51 = Lower Merion Township (2021 Proposed)
0 $4.55 = Haverford Township

0 $7.85 = Marple Township

0 $7.85 = Radnor Township

0 $8.70 = Newtown Township
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Proposed Sanitary Sewer Rental Fee

= Next Steps:

0 BOC approves advertisement of Ordinance adopting the 2021
SSRR and Public Hearing (tonight/April 17th)

0 BOC holds Public Hearing and adopts Ordinance setting the
2021 SSRR at $4.51 (May 19th)

02021 Sanitary Sewer Bills are mailed to customers (June 1st)
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