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1.0 5-Year Term with Annual Adjustments Effective Each April 1st 
This Schedule 3.1 sets out the Performance Based Regulation Plan, Phase II, and applies in respect of adjustments to the rates fees, rates and charges under this Bylaw for the period from April 1, 2007 to March 31, 2012. 
The rates and each component of, or adjustment to, the rates as set out below will be assessed on a calendar year basis.  However, to meet the administrative requirements of compiling, verifying and reporting on results, actual rate adjustments will occur on April 1st of the year following the forecast year.

1.1 Consumption Charge

Commencing April 1st, 2007 and for each subsequent year on that date for each customer class of water service identified in Schedule 1 Part I – Water Rates, the consumption charge shall be adjusted.  For each customer class, the rate for the year in which the April 1st adjustment takes effect (hereinafter called the “Current Year”) will be determined by the formula:

RP X (1 + ID) X (1 + IF – 0.25%)

Where,

RP
means the rate that was in effect for a customer class during the 12 months immediately preceding April 1 of the Current Year;
ID
means the difference between the forecast rate of inflation and the actual rate of inflation for the calendar year immediately preceding the Current Year;

IF
means the forecast rate of inflation for the Current Year.

1.2 Fixed Monthly Service Charge

Commencing April 1st, 2007 and for each subsequent year on that date, for each customer class of water service identified in Schedule 1 Part I – Water Rates the fixed monthly service charge shall be adjusted in respect of the Current Year.  The rate for the Current Year will be determined by the formula:

RP X (1 + ID) X (1 + IF – 0.25%) + Z

Where,

RP
means the rate that was in effect for a customer class during the 12 months immediately preceding April 1 of the Current Year, before any non-routine adjustments are applied,

ID
means the difference between the forecast rate of inflation and the actual rate of inflation for the calendar year immediately preceding the Current Year,

IF
means the forecast rate of inflation for the Current Year,

 Z
means a non-routine adjustment as described in Section 4.0 of this Schedule 3.1.

2.0 Routine Adjustments

Each year, the following factors or adjustments will be used to determine appropriate adjustments to the fixed monthly service charge and/or consumption charge payable for Water Services:
a) Inflation Factor;
b) Efficiency Factor;
c) Special Rate Adjustments (applied in 2007 and 2008 only).
The calculation and application of these factors or adjustments are described in subsections 2.1 to 2.3 below.
2.1 Inflation Factor
The fixed monthly service charge and consumption charge will be subject to an annual adjustment based upon a forecast of the rate of inflation. For the purposes of this adjustment calculation, “inflation” will be determined on the basis of two components:

a) a Consumer Price Index (“CPI”) component, weighted at 79%, and
b) a Labour Cost component, weighted at 21%.

Once the annual period is complete and the actual rate of inflation is known, the charges for the subsequent year will include an adjustment to correct for the difference between the forecast and actual rate of inflation for the calendar year.

Both CPI and the Labour Cost components are available and verifiable:

1. The actual CPI component for a given year will be the change in the CPI for Alberta.  This measure is identified as Consumer Price Index (CPI):  Statistics Canada Series V738721 – CPI, 1996 Classification, 1992 – 100, Alberta, All Items.   Any publication issued by Statistics Canada which is intended to replace, supersede or otherwise revise this measure will be used in substitution for it, in performing the inflation calculation.

2. The actual labour cost component for a given year will be the percentage change in labour rates negotiated between EWSI and the bargaining agents for its unionized employees, between that year and the immediately preceding year.   If no change to such labour rates for any or all EWSI bargaining units has yet been established through the collective bargaining process before the annual Rate Sheets are required to be submitted to the City Manager, then the last rate increase that occurred will be used to forecast the current year change and the adjustment referred to above will capture any difference between the forecast and actual rate difference in the subsequent year.
As an exception to the inflation adjustment factor, if the forecast rate of inflation for a calendar year is below 1.75%, EWSI may prepare a financial plan to demonstrate the need for a unit rate increase other than 1.5%.  The inflation rate in the financial plan will be a surrogate for the value of ID.
As a further exception to the inflation adjustment factor, if the forecast rate of inflation is greater than 5.0% for a calendar year, EWSI may prepare a financial plan demonstrating the appropriateness of a unit rate increase less than the forecast rate of inflation minus 0.25%.  The inflation rate in the plan will be a surrogate for the value of ID.
2.2 Efficiency Factor

For purposes of rate adjustments, after the inflation rate has been calculated pursuant to the provisions of Section 2.1 of this Schedule it will be reduced by 0.25% referred to as the “Efficiency Factor”.  If, however, the actual inflation rate calculated as aforesaid is 1.75% or lower, no Efficiency Factor will be applied.
2.3 Special Rate Adjustments
In each of the years 2007 and 2008 (affecting Rates payable by Customers for the time periods April 1, 2007 to March 31, 2008 and April 1, 2008 to March 31, 2009, respectively) Special Rate Adjustments will be added to the Consumption Charge and Fixed Monthly Service Charge otherwise payable, in order to recover the costs associated with a capital project to increase the capacity of the E.L. Smith Water Treatment Plant and other ratebasing adjustments, which are anticipated to be incurred primarily in 2007 and 2008 or earlier.  These Special Rate Adjustments will be applied in respect of 2007 and 2008 Rates only after the Inflation and Efficiency factors have been calculated and applied for those years, and are in addition to any Non-Routine Adjustments applicable to those years.  After the Special Rate Adjustments have been factored into the 2007 and 2008 Rates, these adjustments will continue to form part of the basic Consumption Charges and Fixed Monthly Service Charges for Water Services in all subsequent years, to which the annual Routine Adjustment Factors set out in subsections 2.1 and 2.2 above will be applied.
The amounts of the Special Rate Adjustments, for the years 2007 and 2008 as applied to the Consumption Charge for each customer class of service and the Fixed Monthly Service Charge are as follows:

	Consumption Charge

(per cubic meter (m3))
	2007

Special

Rate

Adjustments
	2008

Special

Rate

Adjustments

	Residential

0 – 60 m3

Over 60 m3
	$0.1666

$0.1722
	$0.0696

$0.0719

	Multi-Residential

0 – 100 m3
100.1 – 1000 m3
Over 1000 m3
	$0.1521

$0.1272

$0.1051
	$0.0635

$0.0531

$0.0439

	Commercial

0 – 100 m3
100.1 – 1000 m3
1000.1 m3  - 5000  m3
Over 5000 m3
	$0.1193

$0.1100

$0.0871

$0.0701
	$0.0498

$0.0459

$0.0363

$0.0293

	
	
	

	Fixed Monthly Service Charge

(based on meter size)
	
	

	15 mm
	$0.40
	None


3.0 Water System Service Quality

Water System Service Quality is measured by the results of five indices described in this Section 3.0 and in the document entitled “Water Quality, Environmental and Safety Indices Applicable to Schedule 3.1 of the Water Works Bylaw”, as that document may be revised from time to time by agreement between the City Manager and EWSI.
Performance under each index is measured independently on a point basis with 100 base points available if the standards in all five areas are achieved.  Each index can collect up to 10% additional bonus points for performance above the standard.

For each full point scored below 100 base and bonus points, a penalty of $53,000 will be assessed to a maximum of $800,000.  There is no reward for performance above 100 base and bonus points.  For purposes of these calculations, point amounts will be rounded to the nearest tenth of a point and calculated on a calendar year basis.

The total penalty for the year will be applied as a rebate to customers in the year immediately following the performance year.
3.1 System Reliability Index

The system reliability index is a measure calculated on the basis of five equally weighed components.  The combined results of the five components produce the measure of the system reliability index.  The system reliability index is calculated under the following formula with a maximum value of 25 base points.

	25 X
	MBF + MRF + PIF + WPF + WLF

	
	5


Where,

MBF
means the water main break factor,

MRF
means the water main break repair duration factor,

PIF
means the planned interruption factor,

WPF
means water pressure factor; and

WLF
means the water loss factor.

3.1.1 Water Main Break Factor

The water main break factor is measured by the formula:

	1 –
	(MBC – 630)

	
	630


Where,

MBC
means the number of water main breaks that occurred in the reporting period.

3.1.2 Water Main Break Repair Duration Factor

The water main break repair duration factor is measured by the formula:

	
	MRC

	
	93.6%


Where,

MRC
means the actual times that EWSI repairs water main breaks, excluding those on arterial or collector roads, within 24 hours from the time the flow of water is shut off (i.e. the time of customer interruption) as a percentage of total water main breaks with customer interruption that are confirmed by EWSI annually.
3.1.3 Planned Interruption Factor

The planned interruption factor is measured by the formula:

	
	PIFC

	
	95.0%


Where,

PIFC
means the actual times that EWSI complies with service interruption procedures as a percentage of total service interruption events.

3.1.4 Water Pressure Factor

The water pressure factor is measured by the formula:

	1 –
	(WPC – 5) X 0.2

	
	5


Where,

WPC
means the number of occurrences within the reporting period where water pressure fell below 20 pounds per square inch for two or more consecutive 15 minute periods.

3.1.5 Water Loss Factor

The water loss factor is measured by the formula:

	1 –
	WLC – 4.9%

	
	4.9%


Where,

WLC
means the average water loss measured in the reporting period measured as a percentage of total water produced.

3.2 Water Quality Index

The maximum value of this index is 25 base points, as calculated under the formula:

	25 X
	WQC

	
	99.6%


Where,

WQC
means the number of water quality tests taken in the reporting period that do not yield suspect results as a percentage of total tests taken.

3.3 Customer Service Index

The customer service index is the measure of three weighed components.  The combined results of the three components produce the measure of the customer service index.  The customer service index is calculated under the following formula with a maximum value of 20 base points.

	20 X
	PAF + RTF + HSF

	
	3


Where, 

PAF
means the post audit factor,

RTF
means the response time factor; and,

HSF
means the home-sniffing factor.

3.3.1 Post Service Audit Factor

The post audit factor is measured by the formula:

	
	PAC

	
	72.6%


Where,

PAC
means the percentage results of the customer satisfaction.

3.3.2 Response Time Factor

The response time factor is measured by the formula:

	1 –
	RTC – 22

	
	22


Where,

RTC
means the average number of minutes to confirm a water main break once a call is received at the dispatch office.

3.3.3 Home Sniffing Factor

The home sniffing factor is measured by the formula:

	
	HSC

	
	93.4%


Where,

HSC
means the percentage result of customer satisfaction for the home sniffing survey.

3.4 Environmental Index

The environmental index measures the success of programs and policies designed to mitigate adverse environmental impacts and ensure compliance and results above minimum requirements.  The maximum value of this index is 15 base points, calculated under the formula:
	15 X
	EC

	
	100


Where,

EC
means the results of environment factors.
3.5 Safety Index

The safety index is the measure of the success of programs and the application of policies that maximizes the safety of employees and the public.  The maximum value of this index is 15 base points, as calculated under the formula:
	15 X
	SAC

	
	100


Where,

SAC
means the results of safety measured.

4.0 Non-Routine Adjustments

Non-routine adjustments are, by their nature unusual, significant in size or nature and beyond the scope of control of EWSI.  These costs are not subject to any incentive adjustment. 
If EWSI anticipates making a request for one or more non-routine adjustments to take effect on April 1 of the Current Year, EWSI will on or before December 1 of the immediately preceding calendar year submit its request for non-routine adjustments to the City Manager, and will include with such request sufficient information to enable the City Manager to evaluate the request.  If, after receiving the submission, the City Manager is satisfied that the non-routine adjustments should be included in the water rates calculated in accordance with this Bylaw, the City Manager will issue a confirmation letter on or before January 31 confirming that the non-routine adjustments will be included in water rates to take effect on the April 1st next following. 
Where a non-routine adjustment is very significant in size, it may be charged to Adjustment Deferral Account. EWSI will determine a reasonable time frame over which to recover/credit the balance of the account.  Carrying costs will be calculated on the Adjustment Deferral Account balance.

The rate impact of non-routine adjustments will be calculated and added to the Fixed Monthly Service Charge and allocated on a proportionate basis to customers.

4.1 Changes to Legislation, Regulation or Taxes
In the event there is a change to: legislation or regulation affecting EWSI’s operations; rates of tax or other mandatory amounts payable by EWSI to any level of government; the status of EWSI under existing legislation or the application of existing legislation to EWSI; then costs arising from any such event will be considered as non-routine.

4.2 Consequences of Force Majeure
Non-routine adjustments include any costs occasioned by Force Majeure events that are not recovered under a policy of insurance.  For purposes of non-routine adjustments under this Schedule 3.1, events or circumstances of Force Majeure include: acts of God, strikes, lockouts or other industrial disturbances, acts of the Queen’s enemies, wars, blockades, insurrections, riots, epidemics, landslides, lightning, floods, earthquakes, explosions, fires, civil disturbances, mechanical breakdowns, regulatory requirements or approval conditions or other acts or interventions of any kind by federal, provincial, state or local governments or any of their agencies or boards, the order or direction of any court, and any other causes whether of the kind herein enumerated or otherwise, not within the reasonable control of EWSI and which by the exercise of reasonable diligence and at a reasonable cost EWSI is unable to prevent or overcome.

4.3 River Water Quality

If there is a significant change in river water quality to the extent that it affects EWSI’s operating or capital costs, such costs will be considered as non-routine.

4.4 System Deterioration

If there is significant deterioration to the Waterworks System, beyond reasonable projections, remediation costs will be considered as non-routine.

4.5 Customer – initiated System Expansion

Costs incurred to create significant Waterworks System expansion as a result of increases to the size of EWSI’s Customer base and/or increased demand by Customers for Water Services, beyond reasonable projections, will be considered as non-routine.

4.6 City - initiated Relocations of Waterworks Assets

Costs incurred to effect significant Waterworks System relocations, permanent or temporary moves or removals as a result of City of Edmonton requests will be considered as non-routine.

4.7 Franchise Fees

If there is an amendment to the Franchise Agreement affecting water rates, the resultant impacts on the water rates will be deemed to be non-routine adjustments.
5.0 Off-Ramp

This performance-based water regulation can be terminated with the mutual consent and agreement of EWSI and the City of Edmonton.

In the event of termination of this Performance-Based Regulation Plan, the balance of the Adjustment Deferral Account must be cleared within a one-year period from the date of termination.

6.0 Reporting and Filing Requirements

On March 1st of the year following the reporting year, EWSI will file with its regulator, the City of Edmonton, an Annual Water Rate Filing.  The filing will contain three parts:

· An audit report as outlined in Schedule 4;

· Rate Sheets - The water rate forecast for each customer class of service for the period following the reporting period; and,

· Water System Service Quality Results - The results of each of the components of the water system service quality indices.

An accountant will review the Annual Water Rate Filing, conduct an audit and prepare an audit report in accordance with the recommendations contained within Section 5805 of the Canadian Institute of Chartered Accountants Handbook. The audit report will address whether the water rates are calculated and presented in accordance with the requirements of this Bylaw.

The filing will be submitted to the City Manager.  The City Manager will review the filing and, if appropriate, accept it prior to April 1st when adjusted rates come into effect.  The filing, and the City Manager approval, will be posted on the EWSI web site and copies will be available at the business office of EWSI.

6.1 Rate Sheets

The Annual Water Rate Filing will set out the water rate forecast for each customer class of service for the period following the reporting period. The water rates will be calculated in accordance with this Bylaw.

6.2 Water System Service Quality Results

The Annual Water Rate Filing will contain the results of the water system service quality measures and the resulting financial penalty, if any, as set out in this Bylaw.
(S.6, Bylaw 14313, 2006)
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