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MEMORANDUM

TO:

LCA Board of Directors

FROM: Liesel Gross, CEO

DATE: November 2, 2020

RE: 2021 Water & Sewer Rates

Attached: Sample Residential Bill Calculations for LCA Service Areas

Lehigh Valley Water & Sewer Rate Comparison
Proposed 2021 Water & Sewer Rate Schedules

Important Reminders

Lehigh County Authority is a non-profit, municipal authority. All revenues collected through our
water and sewer rates are used for the sole benefit of the system to pay for current expenses or
to fund future capital improvements. Our Board of Directors are unpaid volunteers, and LCA has
no shareholders to pay.

While LCA operates as a single organization, the water and sewer revenues collected from our
customers in Suburban communities may not and will not be used to pay for expenses
associated with the Allentown Division lease agreement. Likewise, revenues from our customers
in Allentown may not and will not be used to pay for expenses associated with our Suburban
Division water or sewer operations. This is specified in all LCA bond documents that prohibit the
mixing of revenues.

Across the nation, including in the Lehigh Valley, water and sewer utilities are facing a hidden
crisis. Water and sewer infrastructure is buried underground, out of sight, where it is easy to
forget or ignore. However, the pipes that deliver safe and reliable tap water to each home we
serve, and the sewer systems that safely transport sewage to treatment centers for proper
disposal, cannot be taken for granted. Caring for our aging infrastructure will take an estimated
S1 trillion nationwide. As a responsible service provider and member of the community we
serve, LCA takes this responsibility very seriously. We do not raise rates because we want to. We
increase rates because the responsibility to protect the public’s health and our environment is
so important.

Discussion of Cost & Rate Increases

Throughout the 2021 Budget process, LCA staff presented information about the drivers for increasing
costs and rates across all areas of the organization. They are outlined below in summary form:

Resolution of City Disputes — In 2020, LCA and the City of Allentown achieved a full resolution to
long-outstanding disputes related to the 50-year Concession Lease Agreement signed in 2013.
The primary outcome desired by both parties was an increased capacity for LCA to maintain and
upgrade the City’s water and sewer infrastructure, to ensure safe and reliable service for the
community. The increased rates that will be applied in 2021 and beyond will provide necessary
funding for high-priority projects to upgrade and replace critical system assets.

Every drop matters. Every customer counts,



B Water Purchase Cost Increase — Also in 2020, LCA and Allentown renewed the water purchase
agreement that allows LCA’s Suburban Division to purchase 7 million gallons per day of water
from the City’s water system. This agreement amendment provides a long-term, reliable supply
of water for our region and updates the cost-sharing methodology to ensure and equitable
distribution of water treatment costs to all users. In 2021, LCA’s Suburban Division faces a one-
time cost increase to implement the updated terms of the agreement.

B Preventive Maintenance & Technology Upgrades — As part of LCA’s strategic plan, much greater
emphasis has been placed on our preventive maintenance program. While the program is
currently in a “catch up” phase to address prior deferred maintenance, we expect these
program expenses to be closely monitored and will stabilize over the next several years as the
program is fully implemented. In addition, technology upgrades are necessary to ensure secure
and reliable control systems are in place to properly operate our water and sewer systems.

B Capital Financing — Through discussion with the LCA Board, the Lehigh County Commissioners,
and other key stakeholders, LCA has adopted a capital financing philosophy that will reduce our
reliance on debt in the future. This will take time to achieve as current rates are structured
around a more debt-intensive financing approach. Phased-in rate increases over the course of
several years will be required to ensure funding for annual rehabilitation projects is available
through reserves vs. increasing debt.

B Payroll & Health Insurance — LCA is experiencing significant increases in the cost of health
insurance for the second year in a row. Our prior positive claims experience, which stabilized our
health insurance costs in the past, has not continued and the increases we are experiencing now
can be viewed as a “price correction.” Future claims experience will further impact premiums in
2022 and beyond.

Rate Setting & Review Process

Lehigh County Authority’s 2021 water and sewer rates are presented in the attached schedules for the
Board of Director’s consideration for adoption on November 9, 2020. They will be posted on the LCA
website in advance of their proposed adoption and shared with key customers directly in accordance
with any existing service agreements. Should any customer or member of the general public have
guestions or comments about these rates prior to their effective date of January 1, 2021, we will bring
them back to the Board for consideration and to record them publicly for the record.

To assist the Board and the public with reviewing the proposed rates, a summary of the proposed rate
changes is shown on the table below, and all changes are highlighted / shaded grey within the rate
schedule documents attached. A calculation of the impact to a typical residential customer is also
attached to this memo along with a comparison of how LCA’s rates compare to other water/sewer
utilities in the Lehigh Valley region.

It is important to note that these rates were discussed, reviewed and preliminarily approved as part of
the 2021 Budget process that began in August and was concluded in October. This submission
represents formal adoption of the rates that were generated based 2021 Budget calculations of revenue
requirements as well as contractual requirements for rate-setting. In other words, there are “no
surprises” included in the attached rate schedules.

Every drop matters. Every customer counts.



Water Rates

Rate Page # | Description / Discussion

Suburban Water 1 Proposed changes in the fixed and volume rates were calculated via the water

Fixed & Volume rate study conducted by Keystone Alliance Consulting in 2018, and considering

Charges the 2021 cost increases discussed during the budget development process.

Public Fire 2 Fire hydrant and system charges for public fire service provided by the

Protection Authority were also evaluated as part of the 2018 water rate study.

Allentown Water 9 The 2021 rates reflect increases based on the terms of the Concession

Rates Agreement with the City of Allentown, as amended in the summer of 2020.
Such increases include an overall 3.3% increase in general rates, phased in
increases to fixed charges, plus an updated calculation of the Capital Cost
Recovery Charge per the methodology included in the agreement.

Wastewater Rates

Rate Page # | Description / Discussion

Suburban 5 Updates fees based on actual costs associated with sampling and analysis of

Sampling & high-strength wastes.

Testing Charges

Suburban 5 As calculated in the Western Lehigh Interceptor User Charge Report that was

Exceptional submitted to municipal signatories in October 2020. Rates are calculated by

Strength Charge formula in compliance with municipal agreements.

Western Lehigh 7 As calculated in the Western Lehigh Interceptor User Charge Report that was

Interceptor & submitted to municipal signatories in October 2020. Rates are calculated by

Little Lehigh formula in compliance with municipal agreements.

Relief Interceptor

User Charges

Allentown Sewer 9 The 2021 rates reflect increases based on the terms of the Concession

Rates Agreement with the City of Allentown, as amended in the summer of 2020.
Such increases include an overall 3.3% increase in general rates, phased in
increases to fixed charges, plus an updated calculation of the Capital Cost
Recovery Charge and Administrative Order Fee per the methodology included
in the agreement.

Allentown 10 As calculated by formula and applied to the City’s municipal signatories and in-

Exceptional City customers with high-strength waste discharges.

Strength Charge

Allentown 10 Fees that may apply to individual customers depending on permit parameters,

Industrial based on actual costs.

Pretreatment

Charges

2021 Tapping Fees / Customer Facilities Fees

Any updates to these fees that may be required will be brought to the Board at a later date with
required documentation and Resolution.

Every drop matters. Every customer counts.
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