
The following information was presented to a joint 
meeting of the Finance Committee and Public Works 
Committee on September 25, 2014. The information 
contained in this presentation was for review and 

discussion. The proposal is under consideration and will 
be reviewed at a subsequent meeting.   



Water and Wastewater Rates 
Presentation to  

Finance and Public Works Committees 
September 25, 2014 

 



∗ City of Portales Approved for a Loan of $26,580,000 
∗ Zero Percent Interest 
∗ 20 Year Term 
∗ No administrative fees 
∗ No penalty for pre-payment 

The Loan 



∗ Authorizes the City to enter into a loan agreement with the 
New Mexico Environment Department for construction 
loan funds.  The source of funds is the Clean Water Trust 
Fund. 

∗ Declares the necessity of the loan 
∗ Provides the loan will be paid from revenues of the water 

and wastewater system 
∗ Designates the use of loan proceeds 
∗ Establishes required reserve accounts 
∗ Unanimously passed by Council on August 7, 2013 
∗ Ordinance 705 can not be repealed 

 

Ordinance 705 



∗ Management has mandated that the funds borrowed 
shall not exceed $24,500,000 

∗ Requires strict oversight of the construction process 
to ensure we remain within budget and on time 

∗ Annual Debt Service equals $1,225,000 
∗ Repayment of loan begins one year after the 

completion of construction 
∗ Projected date of first payment is January 15, 2017 

Repayment of the Loan 



∗ Required in the Loan agreement and established by 
Ordinance 705 

∗ Debt Service Reserve Account  
∗ Repair and Replacement Reserve Account 
∗ Must be funded within the first six years after project 

completion 
 

Required Reserve Accounts 



∗ Must have one year of Debt Service ($1,225,000) held 
in reserve  

∗ We have six years from construction completion to 
fund the Debt Service Reserve Account  

∗ Annual Contribution is $204,167 
∗ $1,225,000/6=$204,167 

Debt Service Reserve Account 



∗ Requires 5% of loan amount to be held in reserve for 
repairs and upkeep on the wastewater treatment 
plant and reuse system 

∗ Amount required is $1,225,000 
∗ Six years from completion of construction to fund the 

reserve account 
∗ Annual contribution is $204,167 

 

Replacement Reserve Account 



∗ Debt Service    $1,225,000 
∗ D/S Reserve Account  $   204,167 
∗ Replacement Reserve Account $   204,167 
∗ Total Required for first six years $1,633,334 

Annual Requirements 



∗ Recommend rate increase become effective with 
January Billing 

∗ $3 increase to water base charge for all classes of 
accounts 

∗ $5 increase to wastewater base charge for all classes 
of accounts 

∗ $3 per customer account charge to the Co-Op 
∗ Generates $517,392 

Recommended Rate Increase 
2015 



∗ Recommend rate increase become effective with 
January Billing 

∗ $3 increase to water base charge for all classes of 
accounts 

∗ $6 increase to wastewater base charge for all classes 
of accounts 

∗ $3 increase per customer account charge to the Co-
Op 

∗ Generates $1,097,595 

Recommended Rate Increase 
2016 



∗ Recommend rate increase become effective with 
January Billing 

∗ $3 increase to water base charge for all classes of 
accounts 

∗ $6 increase to wastewater base charge for all classes 
of accounts 

∗ $3 increase per customer account charge to the Co-
Op 

∗ Generates $1,683,085 

Recommended Rate Increase 
2017 



∗ This recommended rate structure secures the funds 
required to comply with Ordinance 705 

∗ Reduces the “sticker shock” to our customers 
∗ Provides guidance to our customers to allow them to 

budget for the annual increases 
∗ Provides a plan for Council and management  

Summary 



∗ That each committee provide a recommendation to 
the City Council to adopt the proposed rate schedule 
in the form of an ordinance as soon as possible 

∗ Recommend to the Council to direct staff to begin a 
public education campaign to notify the customers of 
the increase and why the increase is needed 

∗ Request quarterly reporting from the Finance 
Director to ensure the reserve accounts are being 
funded 
 

Recommended Action  
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