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Pulido Gonzalo Nunez 
5320 W Parkway St 
Groves, TX 77619 

Arny VanPelt 
1143 Boston Ave. 

Nederland, TX 77627 

Clayton-Thompson Funeral 
Directors Inc 
POBoxC 

Groves, TX 77619-1157 

SLM Commercial Holdings LLC 
6626 Hansen 

Groves, TX 77619 

Luis C Bolivar 
6020 Martin St 

Groves, TX 77619-4009 

Edmundson International INC 
1920 Westridge Dr. 

Irving, TX 75038-2901 

Lori Kleypas & Phong Nguyen 
PO Box 1518 

Groves, TX 77619 

George K Katei MD PA 
5301 39di St 

Groves, TX 77619 

D&L Reality of Port Arthur LLC 
5220 W Parkway 
Groves, TX 77619 

Greenlawn Memorial Park 
& SCI Management Corp. 

PO Box 130548 
Houston, TX 77219-0548 
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© 2024 NEWGEN STRATEGIES AND SOLUTIONS, LLC

CITY OF GROVES, TEXAS

WATER &WASTEWATER RATE STUDY 
FINDINGS AND RECOMMENDATIONS

June 17, 2024 City Council Meeting
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• Introductions

• Objectives of FY 2024 Study

• Key Assumptions

• Projected Revenue Requirement

• Financial Outcomes Under Current Rates and 
Proposed Rates

• Impact on Bills

• Next Steps 

2

AGENDA
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NEWGEN 
PROJECT
TEAM 
INTROS

3

• Project Manager
Matthew Garrett, Partner and Managing Director

• Financial Model Lead
Steve Doogue, Manager

• Analytical Support
Husein Valiyani, Financial Consultant
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OBJECTIVES 
OF THIS
FY 2024
RATE STUDY

• Design a rate plan to meet rising costs over five years
• Fund over $20 million in capital improvements
• Build up cash reserves to 180 days of operating costs over 5 years
• Introduce tiered water rates to promote water conservation

4
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KEY 
ASSUMPTIONS

5

Key assumptions:
• General inflation of 3.12% (Municipal Cost Index 20-year average)
• Construction inflation of 3.45% (Construction Cost Index)
• Salary increases:

̶ Alternate between general inflation (COLA) and 5% annual increases
̶ Benefit costs increase at 12% per year

• Franchise Fees & Transfers rise to $1.051 million in FY 2025, 
increase with inflation thereafter

• LNVA water rates increase based on historical trends 
• No growth in water / sewer customers
• Every 10% increase in price reduces water demand by 2.5%
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WATER AND 
WASTEWATER 
REVENUE 
REQUIREMENT

6

The amount of revenue to be generated by water and sewer 
rates is projected to increase from $4.4m to $7.4m by 2029.

$4.4M
$4.8M

$6.4M
$6.7M

$7.1M
$7.4M

-$2M

-$1M

$0M

$1M

$2M

$3M

$4M

$5M

$6M

$7M

$8M

$9M

2024 2025 2026 2027 2028 2029

Projected Revenue Needs

Projected Debt Service

Cash Capital Outlays

O&M

Water Purchases

Franchise Fees / Transfer

Non-Rate Revenue

Rate Revenue Requirement

Presenter Notes
Presentation Notes
Other income includes septage hauling ($400k in FY 2024), delinquent penalties ($225k), service fees ($70k) and other. 
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WATER AND 
WASTEWATER 
CAPITAL 
PROJECTS

7

• New capital projects of $20.5m (in 2024 dollars) 
• Associated debt servicing costs are expected to rise to 

$1.7m per year by FY 2029

$ Million 2025 2026 2027 2028 2029 Total

Wastewater Plant 
Rehabilitation $11.0 $11.0

Wastewater Line 
Replacement $5.5 $5.5

Elevated Storage 
Tank Repainting $1.0 $1.0 $1.0 $1.0 $4.0

Total Project Cost $16.5 $1.0 $1.0 $1.0 $1.0 $20.5

Presenter Notes
Presentation Notes
The project costs shown above are further escalated in the model using the Construction Cost Index (historical average of 3.45% per year)
Debt is assumed to be financed at an interest rate of 5.5% / 20-year term
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WATER & WASTEWATER
FINANCIAL PLAN OUTCOMES WITH NO RATE CHANGES

8

• Under current rates, revenue is expected to be insufficient from FY 2025 to cover costs 
and meet other financial targets

Presenter Notes
Presentation Notes
No existing debt, hence the lack of DSCR data in 2024 and 2025
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RESIDENTIAL 
CUSTOMER 
FREQUENCY 
DISTRIBUTION

9

Proposing volumetric tiers, informed through an analysis of 
past consumption levels:
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Monthly consumption

0 - 1,000 gal
1,001 - 5,000 gal
5,001 - 10,000 gal
10,001+ gal

87% of bills exceed 1,000 gallons

29% of bills exceed 5,000 gallons

6% of bills exceed 10,000 gallons

Residential Water Use Distribution, FY 2023
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COMMERCIAL 
CUSTOMER 
FREQUENCY 
DISTRIBUTION
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Monthly consumption

0 - 1,000 gal
1,001 - 5,000 gal
5,001 - 10,000 gal
10,001+ gal

66% of bills exceed 1,000 gallons

33% of bills exceed 5,000 gallons

21% of bills exceed 10,000 gallons

Commercial Water Use Distribution, FY 2023
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CURRENT AND 
PROJECTED 
RATE PLAN 
WATER RATES 

Residential and 

Commercial

Given nominal outside 
connections, this 
proposal would begin 
charging outside city 
customers the same 
in-city rates as shown.

11

Current 2025 2026 2027 2028 2029
Minimum Charges ($ / month)

All Meters $12.00 $15.50 $18.00 $21.00 $21.75 $22.50 

Volumetric Charges ($ / kgal)

0 - 1,000 gal $0.00 $0.00 $0.00 $0.00 $0.00 $0.00

1,001 - 5,000 gal 3.70 4.81 5.60 6.52 6.78 7.05 

5,001 - 10,000 gal 3.70 6.01 7.00 8.15 8.48 8.81 

10,001+ gal 3.70 7.51 8.75 10.19 10.60 11.01 

Introduces tiers, with a 25% rate increase 
between successive tiers

Volumetric tiers are proposed from FY 2025 onward, which 
would charge higher rates for higher volumes of water use

Presenter Notes
Presentation Notes
Rate increases of 30%, 16.5%, 16.5%, 4.0% and 4.0% in FY 2025 to 2029 (except on higher volumetric tiers)
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Residential and 

Commercial

Given nominal outside 
connections, this 
proposal would begin 
charging outside city 
customers the same 
in-city rates as shown.

CURRENT AND 
PROJECTED 
RATE PLAN 
SEWER RATES 

Current 2025 2026 2027 2028 2029
Minimum Charges ($ / month)

All Meters $12.00 $15.50 $18.00 $21.00 $21.75 $22.50 

Volumetric Charges ($ / kgal)

0 - 1,000 gal $0.00 $0.00 $0.00 $0.00 $0.00 $0.00

1,001+ gal 3.70 6.50 7.57 8.82 9.17 9.54 

Sewer Maintenance Fee ($ / kgal)

All Volumes $1.30

Sewer Maintenance Fee is absorbed into 
regular rates from FY 2025

Presenter Notes
Presentation Notes
Rate increases of 30%, 16.5%, 16.5%, 4.0% and 4.0% in FY 2025 to 2029 
Sewer Maintenance Fee is rolled into the regular volumetric rates from FY 2025. The first 1,000 gallons are not charged even after the Fee is rolled in.   
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WATER & WASTEWATER
FINANCIAL PLAN OUTCOMES WITH PROPOSED RATE PLAN

13

• Significant rate increases would be needed to reach the target reserve of 180 days

Presenter Notes
Presentation Notes
The 4%- 30% increases relate to minimum charges and first volumetric tiers. Annual increases will be greater for higher tiers when tier differentials are first introduced. 
Applies same annual increases to water and sewer. 
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2024 2025 2026 2027 2028 2029
Wastewater $28.30 $35.00 $40.71 $47.46 $49.26 $51.12
Water $23.10 $29.93 $34.80 $40.56 $42.09 $43.65
Total Bill $51.40 $64.93 $75.51 $88.02 $91.35 $94.77
Change in Bill ($) $13.53 $10.58 $12.51 $3.33 $3.42
Change in Bill (%) 26.3% 16.3% 16.6% 3.8% 3.7%

$51.40 

$64.93 

$75.51 

$88.02 
$91.35 

$94.77 

$0

$10

$20

$30

$40

$50

$60
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$80

$90

$100

Monthly Bill (4,000 gallons)

Wastewater

Water

BILL 
IMPACT

14

Residential & 
Commercial

• 4,000 Gallons 
Water

• 4,000 Gallons 
Wastewater

• FY 2024 includes 
Sewer Maintenance 
Fee

Proposed

Presenter Notes
Presentation Notes
For Groves, both Residential and Commercial customers have the same rates. Both have average consumption of 4,000 gallons. 
Point to debt service coverage target in FY 2026 as the reason for the front-loaded rate increases.
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BILL 
IMPACT

15

Residential & 
Commercial

• 10,000 Gallons 
Water

• 10,000 Gallons 
Wastewater

• FY 2024 includes 
Sewer Maintenance 
Fee

Proposed

2024 2025 2026 2027 2028 2029
Wastewater $58.30 $74.00 $86.13 $100.38 $104.28 $108.36
Water $45.30 $64.79 $75.40 $87.83 $91.27 $94.75
Total Bill $103.60 $138.79 $161.53 $188.21 $195.55 $203.11
Change in Bill ($) $35.19 $22.74 $26.68 $7.34 $7.56
Change in Bill (%) 34.0% 16.4% 16.5% 3.9% 3.9%
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Presenter Notes
Presentation Notes
Note that moving to tiered rates increases the annual change for larger volume customers (in FY 2025 only) 
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$15.50

$12.00

$15.50

$12.00

$50.00

$25.03

$16.84

$15.00

$12.00

$15.50

$16.14

$12.32

$11.50

$8.93

$50.00

$22.82

$20.21

$16.15

$18.50

$15.00

$10.93

$14.54

$11.90

$9.70

$100.00 

$47.85 

$37.05 

$31.15 

$31.00 

$30.50 

$30.50 

$27.07 

$26.86 
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Orangefield WSC

Orange County WCID #2

Orange County WCID #1

Bridge City, TX

Groves - Proposed 2025

Pinehurst, TX

Port Neches, TX

Beaumont, TX*

Orange, TX*

Groves, TX

Nederland, TX

Port Arthur, TX

Residential 5/8" Minimum Bill 

Water

Wastewater

* Uses winter average

16

REGIONAL 
BILL 
COMPARISON

• 5/8” Residential
Monthly Bills

• Minimum Only
Water 

• Minimum Only
Sewer

Bill calculations are derived from rates on city web sites as of April 2024, and do not 
include any increases that may be proposed for these communities for FY 2025.
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$29.93

$23.10

$35.00

$28.30

$69.00
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$21.11
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Water

Wastewater

* Uses winter average
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REGIONAL 
BILL 
COMPARISON

• 5/8” Residential
Monthly Bill

• 4,000 gallons water

• 4,000 gallons sewer

Bill calculations are derived from rates on city web sites as of April 2024, and do not 
include any increases that may be proposed for these communities for FY 2025.
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$64.79

$45.30
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REGIONAL 
BILL 
COMPARISON

• 5/8” Residential
Monthly Bill

• 10,000 gallons water

• 10,000 gallons sewer 
(or 7,000 gallons 
with winter average)

Bill calculations are derived from rates on city web sites as of April 2024, and do not 
include any increases that may be proposed for these communities for FY 2025.
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NEXT STEPS

• Council discussion and direction

• Staff to prepare new rate ordinance as 
proposed with Council adjustments for 
possible adoption at a future meeting

• Publish rate changes, including required 
notice to outside-city retail customers

• Continue regular annual reviews and 
assessments to ensure utility performance 
is in line with Council’s strategic intent.

19

Presenter Notes
Presentation Notes
From FY 2025, assumed that outside-city customers will be charged the same an inside-city customers
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FUTURE RECOMMENDATIONS

Future rate designs to consider include:

• Setting minimum charges based on meter 
equivalencies reflecting additional demand 
and capital required to be ready to serve larger 
connections

̶ Before implementing this change, the City will need 
to verify the meter sizes throughout the system.

NewGen recommends the City 
continue to evaluate rate 

performance annually and consider 
how well it aligns to City objectives.

Financial realities may vary 
substantially from assumptions in 

this Study.
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THANK YOU AND YOUR STAFF TEAM FOR YOUR TIME

Matthew Garrett
Partner and Managing Director

972-675-7699
mgarrett@newgenstrategies.net

NewGen Strategies and Solutions
275 W. Campbell Road
Suite 440
Richardson, TX 75080
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ALTERNATIVE: 
PROPOSED 
RATE 
INCREASES 
WITHOUT 
CAPITAL SPEND
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• Alternative scenario in which the proposed rate changes 
were applied, but the capital projects are not carried out:

Fiscal Year Ending Fund Balance

2024 -$750,000
2025 $244,595
2026 $1,893,973
2027 $4,370,418
2028 $6,873,669
2029 $9,426,632
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