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Building Blocks of the Revenue Requirement

Operating and 
Maintenance  
Expense

Assets:
Depreciation

& Return on Investment

Revenue 
Credits

City and Customer  
Community Circuit 
Breaker

Other Items:  
CSO &

Payback Agreements

Billed 
Volume
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Billed Volume Average – Revenue Expectation

• 2019 Sewer Volume up 1.01% from 
2018

• 3-Yr Avg Sewer Volume up 1.04%

• 2019 Water volume up 0.26% over 
2018

• 3-Yr Avg Water volume up by 2.22%
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Rate Impact Factors - Water

Rate Drivers % Impact

Increases:

O&M – Construction in Progress
Advanced Meter Program + other supplies  
Staffing + Benefits
Electricity Costs Savings 2.11%

Integrated Connection Fees 0.27%

Assets – ROI and Depreciation 0.26%

Circuit Breaker Credit 0.04%

Decreases:

Revenue Credits (0.22%)

Proposed Rate Increase 2.46%
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Rate Impact Factors - Sewer

Rate Drivers % Impact

Increases:

O&M – Construction in Progress  
Staffing + Benefits  
Advanced Meter 
Program
Contractual Services/Temp 
Services  Electricity Costs Savings

1.61%

Assets – ROI and Depreciation ($30M Biodigester Preload) 1.72%

Revenue Credits 0.36%

Circuit Breaker Credit 0.05%

Decreases:

Capital Investment Reimbursement (Payback Agreement) (0.16%)

Integrated Revenues (0.05%)

CSO Debt Service Requirement (GR Only) (0.04%)

Proposed Rate Increase 3.49%11/12/20
19
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Biodigester Project Update

Changes in project
• Market conditions

• RINs market price drop
• Additional firm pricing

• Timing of project completion and generated 

revenue

• Additions to project scope

Phasing of rates
• 2020 Sewer rates increase of $3.16 

per  quarter or $13 per year
• 2021 Sewer rates will be determined based 

on  project timing and phase-in of revenues
• Rates can be mitigated by proven 

operation  cost control efforts
• The biodigestion system will produce 

rate  savings in future years

What has not changed
• Renewable energy and sustainability 

benefits  remain strong
• Less costly than alternatives and those  

alternatives did not produce renewable 
energy  and sustainability benefits

Moving forward
• Added capacity to the project team will now  

include new city engineer
• Complete bidding in mid-November  

(Phosphorus)
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Project Budget

Biodigester $57,286,593

RNG 14,821,200

Phosphorus 7,604,700

Consumers 995,000

Engineering 4,619,590

Total $85,327,083



Circuit Breaker Calculation

Water/Sewer

City & Customer Community Circuit Breaker 
(CCCCB):  Penalty Revenue (87.5%)*

$843,397

Individual Circuit Breaker (ICB):

Penalty Revenue (12.5%) 120,486

Other Non-op Revenue 80,000

Total ICB $200,486

Total Circuit Breaker Funds $1,043,883

*CCCCB funds used in 2019 Rate Study $642,684
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Prelim 2020 Rate Impact by Community
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Prelim 2020 Quarterly Bill by Community
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Next Steps

• November 8th: Prelim Rate Study available & 30-day review and 
comment  period open for partner communities

• November 12th: Rate Study Presentation to City of Grand Rapids 
Commission  & Initiation of 20 day Public Comment Period

• November 14th: Rate Study Presentation to Utility Advisory Board

• Late November/Early December: Meetings with Partner Communities

• December 17th: Approval of the 2020 Water and Sanitary Sewer System  
Rates by resolution by the City of Grand Rapids Commission

Rate studies available online at:  
https://www.grandrapidsmi.gov/Government/Departments/Water-System/Water-a
nd-  Sewer-Rate-Studies
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