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Introduction

The Kearny Municipal Utilities Authority (KMUA) provides sewer service to a portion of the Town of Kearny
known as South Kearny and the Kearny Meadowlands. Wastewater collected by the KMUA from these areas
flows to the Kearny Point Pumping Station (formerly the South Kearny Treatment Facility), which is located at
the southern tip of the Kearny Point Peninsula. The wastewater receives preliminary treatment at the pumping
station and is then pumped to the Passaic Valley Sewerage Commission (PVSC) Treatment Facility in Newark to

provide for secondary treatment and ultimate discharge to Upper New York Bay.

The South Kearny service arca comprises of the original sewer system that dates back to the early 1900’s. These
combined sewers receive both sanitary and storm flows. Until 1998, this was the only tributary service area of the
KMUA. In 1998, a new gravity sewer, sewage pump station and force main were constructed by the KMUA to
provide sewer service to the Kearny Meadowlands. The collection system constructed in this district is a separate

sanitary sewer system.

Currently, the KMUA facilities comprise of approximately 10 miles of sewers as well as the sewage facilitics
constructed in 1998 for the Meadowlands User District and the Kearny Point Pumping Station. KMUA has
financial responsibility for the maintenance and operation of these facilities. A user charge system is required in
order to provide the funds needed for Authority operations, maintenance and repayment of debt associated with
these facilities. The charge system is intended to recover the costs required to provide sewer service to the users
that are within the KMUA service area. Accordingly, the KMUA has authorized Hatch Mott MacDonald to
prepare this study to review the cost of system operation and current revenues for the purpose of establishing a

sewer use charge system which equitably recoups the cost of the KMUA services to its users.

User Classifications

Currently, there are 57 active KMUA customers. It is recognized, however, that there are several users within the
KMUA system whose nature of operation is either such that there is much greater water consumption than actual
sewer discharge or vice-versa. Accordingly, although most users will be billed based on municipal water meters,

some users will require special water or sewage metering. The KMUA customers are segregated into three classes

as follows:
Class | All customers with billing based on municipal water utility meters.
Class 11 Customers with billing based on private water meters.
Class 111 Customers with billing based on wastewater meters.

100902 1
P:\274406AA01- 2010 KMUA Rate Study\2014 KMUA Rate Study\Report\2014 RATE REPORT.doc



h
Lﬂ mtccmmté 2014 User Charge Study

For 2014, 44 customers will be Class I customers and will have their sewer bills based upon the previous year’s
water consumption. In cases where United Water used an estimated consumption values in the past year, the
customer’s historical data will be reviewed and compared to the estimated usage. If the estimated usage is within
the reasonable range of the customer’s consumption then the data will be accepted as is, otherwise an average of

the past four years of actual historical data will be used in lieu of the estimated values provided by United Water.

In cases where a significant amount of water consumed by a customer is not returned to the sewer system as
wastewater, a Class 11 customer would be allowed to install additional private water meters. These meters would
be placed to allow measurement of those water uses which generate wastewater. The anticipated Class 11

customers will include the following:

1) River Terminal - Jacobus Avenue Property (JAP)

2) River Terminal - Central Avenue Property (CAP)

3) RTL Services Inc. (Formerly River Terminal - Hackensack Avenue Property - HAP)
4) Kuehne Chemical Company

5) Leeds Terminal

6) PSE&G

Class 11 customer status is subject to review and approval of KMUA with the requirement that KMUA
representatives are authorized to monitor and inspect all meters utilized for the measurement of water for billing
purposes. Due to the lack of private water meter data from Leeds Terminal and PSE&G, sewage discharges these

two customers were based on the Leeds municipal water meter and PSE&G’s most recent sewer connection

application to KMUA.

Customers that have actual wastewater flow are classified as Class 11l customers. Other than the New Jersey
Meadowlands Commission and U.S. Postal Services which provide their own flow data, most of Class I1I
customer flow information is monitored by PVSC. This data includes volume, BOD and TSS values which are

also used to perform surcharge calculations shown on Table 3.

The Class Il customers for 2014 are:
D) NJ Transit Meadows Maintenance Complex

2) Talbot Hall (Community Education Corporation)
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3) Spectraserv

4) OJ Food Grade Tank Truck Wash, Inc.

5) Hudson County Correctional Facility (Hudson County Jail)
6) NJ Meadowlands Commission*

7 U.S. Postal Service
* NJMC not assessed PVSC fees based upon April 2004 Agreement between EnCAP and PVSC

Under the user charge system, a consistent charge per unit volume of water/wastewater will be applied to the
water consumption (Class I and IT) or wastewater generation (Class III) of each customer. Since the municipal
water utility meters flow in “Hundred Cubic Feet” units of volume, it is recommended that this measurement unit

also be continued by the KMUA for wastewater charges.

KMUA Revenue Requirements

The costs of operating the KMUA fall into many categories which are summarized in the annual KMUA budget.
Table 1 of this report shows the annual KMUA budgets for the years 2010-2014. This provides the breakdown of
revenues, expenses, and debt service for this time period. The corresponding Charts 1 to 5 also predict the

KMUA budget and revenue requirements through 2017.

Table 1

Table 1 shows that the annual revenue requirement has risen by approximately 15.74% since 2010. In 2010 the
budget was approximately $3.826 million while in 2014 the budget is approximately $4.429 million. Charts 1 to
5 indicate average percent increases of significant items based upon extending trends from 2010 - 2014 into the
year 2017 and also by reviewing debt service (which can be quite variable depending upon how repayment of the
KMUA debt is structured and also will need to be adjusted if additional debt is incurred during this period). The
total debt service this year is $1,871,685.00. This includes bond and note interest.

Another significant cost component of the KMUA is the amount paid to the PVSC for wastewater treatment. The
2014 KMUA revenue requirement for PVSC charges based upon the actual invoice from PVSC to the Town of
Kearny is $860,000.00. This cost is variable as it depends on metered wastewater flows that include infiltration
and inflow components of sewage flows which will rise and fall depending on rainfall amounts. It also depends

upon the quantity of Biochemical Oxygen Demand (BOD) and Total Suspended Solids (TSS) contained in the
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wastewater. It is also noted that the amounts above are KMUA’s share of the total PVSC bill to the Town of
Kearny. For 2014, the unit costs that PVSC charges for flow, BOD and TSS have increased.

YEAR VOL (per million gallons) BOD (per 1,000 #) TSS (per 1,000 #)
2014 $442.5107 $415.8246 $429.2818
2013 $ 433.5509 $403.7363 $417.9495
2012 $412.4249 $387.8630 $417.6262
2011 $ 428.8251 $394.7860 $ 405.4650
2010 $434.8033 $ 406.5939 $401.8539
2009 $527.4634 $323.9473 $350.6006
2008 $ 497.0068 $302.8574 $329.0207
2007 $490.5578 $288.7095 $319.8936

The PVSC unit cost for flow has increased by 2.07% from last year’s unit charge. Historically, the cost has
increased from 2007 to 2009 by 7.52%, but decreased from 2009 to 2012 by 21.81%. BOD increased from 2007
to 2010 by 40.83% but decreased by 4.61% from 2010 to 2012. This year’s BOD charge has increased by 2.99%
from last year’s unit charge. TSS has constantly increased from 2007 to 2014 by 34.19%.

TablelA

Table 1A isolates the 2014 Summary of Budget Data for the purpose of establishing the 2014 KMUA revenue
requirement through user charges. The 2014 total KMUA revenue requirement is approximately $4.429 million
dollars. The KMUA has also earned interest on investments and deposits in the amount of $2,000.00 and
represents revenue that can be applied towards the total KMUA revenue earned in 2013 to approximately $3.851

million dollars.

Revenue Sources

The KMUA continues to have three primary sources of revenue under the current sewer rate structure as follows:
1. Base Sewer Rate per Hundred Cubic Feet (HCF) of water consumption (Class I) & (Class II) or Hundred
Cubic Feet (HCF) of wastewater discharged (Class IIT).
2. Surcharges on Biochemical Oxygen Demand (BOD) and Total Suspended Solids (TSS).

3. Connection Fees charged to new customers of the KMUA
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Table 3

For the purpose of establishing the surcharges on biochemical oxygen demand and total suspended solids, Table 3
has been prepared. This table presents the flow rates and BOD and suspended solids load which are monitored by
PVSC and billed to the Town of Kearny. PVSC also monitors five industries within the KMUA district. PVSC
provides KMUA with the monitoring results for these industries including flow, BOD (per 1,000 Ibs.) and
suspended solids (per 1,000 Ibs.). It is noted that typical wastewater contains both BOD and suspended solids and
the Town of Kearny wastewater taken in total has concentrations of 137.57 milligrams per liter of BOD and
127.88 milligrams per liter of suspended solids. It should be recognized that these are average concentrations
with some customers contributing higher and others lower than these concentrations. We have computed the
BOD and suspended solids concentration for each monitored industry for the purpose of determining which
industries contribute higher than the average concentration and to the extent that this is the case, determining the
excess BOD and suspended solids. Where the BOD or suspended solids are less than the Town of Kearny
average for these industries, no surcharge is assessed. Based upon this analysis, the KMUA can anticipate
$36,327.65 in BOD and suspended solids surcharge revenue which will defray a portion of the total PVSC bill of
$860,000.00. Accordingly, the remaining PVSC charge of $823,672.35 will need to be funded through the flow

based sewer rate along with the other operations, maintenance and debt service requirements listed in Table 1A.

2014 User Charge

To arrive at the base sewer ratc per 100 cubic feet, we have totalized the flow records of all users and arrived at a
total annual water consumption (Class I and IT) or wastewater generation (Class 11I) amount of 494,908 hundred

cubic feet. This is shown in Table 2.

In 2004, an agreement was made between the New Jersey Meadowlands Commission (EnCAP) and PVSC. The
agreement provided that the NJMC was not to be assessed PVSC user charges from that point forward. To
comply with this agreement, the user rate was calculated by segregating the total KMUA revenue requircment
from all service charges of $4,428,524.65 into two components. These include the KMUA local revenue
requirement of $3,568,524.65 and the PVSC charges of $860,000.00. The first component applies to all KMUA
users including the NJMC. The PVSC charges are partially defrayed by the BOD/TSS surcharges of $36,327.65.
The remaining PVSC charge ($823,672.35) is recovered from all KMUA users except the NJMC through the base

charge for flow.

The KMUA local revenue requirement of $3,568,524.65 is then divided by the total volume of 494,908 HCF and
results in the whole rate of $7.22/HCF. The KMUA volume excluding the NJMC volume is 266,799 HCF. The
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PVSC charges of $823,672.35 are then divided by the 266,799 HCF and results in the whole rate of $3.09/HCF.
Accordingly, the 2014 KMUA user charge is $10.31/HCF to all KMUA customers with the exception of the
NJMC, where the applicable rate is $7.22/HCF.

Table 2 provides for this calculation and for the 2014 charge for the individual KMUA users. Columns 1-5
provide a description of the customer. Column 6 identifies their flow in HCF. Column 7 provides their charge
based upon $7.22/HCF. Column 8 provides their PVSC charge based upon $3.09/HCF. Where BOD or
suspended solids surcharge has been identified for a monitored industry in Table 3, Column 9 identifies their

surcharge. Column 10 is the summation of Columns 7-9 as applicable and is the total charge for those users.

The local component of the rate of $7.22/HCF represents a 10.74% increase from the rate of $6.52 in 2013. The
PVSC component of the rate decreased by 15.57% primarily due to the fact that there was more surcharge
revenue generated from PVSC monitored users this year. The undefrayed PVSC charges are accordingly,
distributed amongst the other customers. The overall rate of $10.31/HCF represents an increase of 1.28% from the

2013 rate of $10.18/HCF.

Connection Fee

The method of establishing the connection fee is established by regulation which generally provides that the
connection fee be computed annually based upon taking the total past capital expenditures of the Authority
including funds taken from annual general revenues to pay for capital improvements as well as debt service
(principal and interest) paid by KMUA for improvements to the system and dividing this amount by the total

number of EDU’s within the system.

In 2013, 12 EDU’s were added to the system due to PSE&G request for an additional 10 EDU’s and J. Supor
Trucking application of 2 EDU’s as a new customer. Based upon the total EDU’s within KMUA’s system of
8,850 EDU’s and the total debt service paid through December 31, 2013 of $25,395,599.50, the connection fee for
2014 is $2,869.56/EDU.

It is emphasized that only the cost that has already been paid by the existing customers is included in the
computation in order to represent the investment that these customers have made in the system. The connection
fee is intended to allow the new customer to connect to the system with an investment of a similar magnitude. It

is recommended that the Authority annually update the connection fee each year. As the Authority pays principal
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and interest on bonds each year the connection fee will increase incrementally each year. The connection fees can
be used as a revenue source which can either defray future operating costs or can accelerate the repayment of

debt. In either case, it generally has a stabilizing effect on user fees.

April, 2014
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Kearny Municipal Utilities Authority
Hudson County, New Jersey
2014 User Charge Setting Report
Table 1 - Summary of Budget Data

TABLE 1-SUMMARY OF BUDGET DATA 2010-2014
2010 2011 2012 2013 2014
BUDGET BUDGET BUDGETT BUDGET" BUDGET"
REVENUES 1 2 3| 4 5
Operating Revenues
Service Charges $ 3,432,493.13 (| $ 3,569,353.00 || $ 3,695,733.00 | $ 3,701,296.00 || $ 3,848,891.00
IConnection Fees
Parking Fees
Other Operating Revenues
Non-Operating Revenues
Op Grants & Entitlements
Local Subsidies & Donations
Interest on investments & deposits $ 50,000.00 || $ 50,000.00 || $ 2,231.00|| $ 2,000.00(| $ 2,000.00
(Other Non-Op Revenues
otal Revenues $ 3,482,493.13 (| $ 3,619,353.00(($  3,697,964.00 | $ 3,703,296.00 || $ 3,850,891.00

APPROPRIATIONS
Administration
Salaries and Wages $ 326,622.50 (| $ 32825561 | $ 72,095.00 || $ 171,731.00 || $ 177,717.00
Employees Benefits (Fringe) $ 112,652.00 || $ 113,215.26 || $ 54,503.00 || $ 93,360.00 (| $ 74,460.00
Other Legal/Admin Expenses $ 166,750.00 || $ 167,583.75 || $ 150,000.00 |[ $ 150,000.00 || $ 138,000.00
Total Administration $ 606,024.50 || $ 609,054.62 || $ 276,598.00 || $ 415,091.00 || $ 390,177.00
Cost of Providing Services (COPS)
Total Non-PVSC COPS* $ 300,798.00 || $ 306,813.96 || $ 582,985.00 || $ 579,577.00|| $ 729,029.00
Passaic Valley SC $ 860,000.00 || $ 860,000.00 || $ 860,000.00 || $ 860,000.00 || $ 860,000.00
Total Operations $ 1,160,798.00 || $ 1,166,813.96 || $ 1,442,985.00 || $ 1,439,577.00 || $ 1,5689,029.00
Debt Service

IBond Principal Payments $ 1,194,534.00 || $ 1,159,898.56 || $ 1,189,932.00 || $ 1,336,379.00 || $ 1,398,016.00
Bond and Note Interest $ 611,594.00 || $ 621,937.50 || $ 588,450.00 || $ 512,249.00(| $ 473,669.00
Total Debt Service $ 1,806,128.00 || $ 1,781,836.06 || $ 1,778,382.00 || $ 1,848,628.00 || $ 1,871,685.00
Total Appropriations $ 3,572,950.50 || $ 3,557,704.64 || $  3,497,965.00|| $§  3,703,296.00| $  3,850,891.00
MISCELLANEOUS ADJUSTMENTS

|Fund Balance Applied $ 30,000.00 || $ g $ - 3 - 3 -
Retained Earnings Appropriated $ - $ 100,000.00 || $ 200,000.00 || $ - $
'Sub Total Appropriations $ 3,602,950.50 || $ 3,657,704.64 || $ 3,697,965.00 || $ 3,703,296.00 || $ 3,850,891.00
ICONTINGENCY AMOUNT** $ 223,382.93 || $ 226,777.69 || $ 184,898.25 || $ 185,164.80 [ $ 577,633.65
TOTAL REVENUE REQUIREMENT $ 3,826,333.43 || $ 3,884,482.33 || § 3,882,863.25 || $ 3,888,460.80 || $ 4,428,524.65

* Includes Grit Removal, Equipment Repairs and Supplies, Fees and Permits, Consulting Fees and Laboratory
Education, Utilities, Property Lease, Trustee Fees

** 2014 Contingency is 15.0%

TIn 2011, KMUA budget line items were revised to implement a new accounting system.

Prepared by HMM March 2014
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Kearny Municipal Utilities Authority
Hudson County, New Jersey
2014 User Charge Setting Report
TABLE 1A-SUMMARY OF BUDGET DATA 2014

2014
DESCRIPTION BUDGET
REVENUES
Operating Revenues
Service Charges $ 3,848,891.00
Connection Fees
Parking Fees
Other Operating Revenues
Non-Operating Revenues
Op Grants & Entitlements
Local Subsidies & Donations
Interest on investments & deposits $ 2,000.00
Other Non-Op Revenues $ -
Total Revenues $ 3,850,891.00
APPROPRIATIONS
Administration
Salaries and Wages $ 177,717.00
Employees Benefits (Fringe) $ 74,460.00
Other Legal/Admin Expenses $ 138,000.00
Total Administration $ 390,177.00
Cost of Providing Services (COPS)
Total Non-PVSC COPS* $ 729,029.00
Passaic Valley SC $ 860,000.00
Total Operations $ 1,589,029.00
DEBT SERVICE
Bond Principal Payments $ 1,398,016.00
Bond and Note Interest $ 473,669.00
Total Debt Service $ 1,871,685.00
Adjustments and Fund Balance Adjustment $ -
SUBTOTAL APPROPRIATIONS $ 3,850,891.00
CONTINGENCY AMOUNT $ 577,633.65
TOTAL KMUA REVENUE REQUIREMENT $ 4,428,524.65
Less PVSC Charges-BOD & SS Surcharges (Table 3) $ 36,327.65
KMUA REVENUE REQ'D (WITH PVSC NON -SURCHARGES) $ 4,392,197.00
Less PVSC Charges-Non-Surcharges (Table 3) $ 823,672.35
KMUA REVENUE REQ'D (NO PVSC CHARGES) $ 3,568,524.65
Plus Total PVSC Charges (Table 3) $ 860,000.00
AMOUNT TO BE RECOVERED BY USER CHARGES $ 4,428,524.65

*Includes Grit Removal, Equipment repairs & supplies, Fees and Permits, Consulting Fees,
Lab, Education, Utilities, Property Lease, Trustee Fees

Prepared by HMM, March 2014
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