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Mr. Tony Farrell 
Pendleton Water Association Inc.  
62 Queens Rd 
Many, Louisiana 71449 
 
RE: Office of Community Development Water Rate Study 

Dear Mr. Farrell,  

EAG Public Sector, LLP has completed our Water Rate Study Report. The report is required by the 
Louisiana Office of Community Development’s Water Sector Program to qualify for American Rescue Plan 
Act (“ARPA”) grant funding. The objective of this engagement was to assess the adequacy of Pendleton’s 
water system water rates to maintain sustainability. The following report provides a summary of our 
procedures and projections.  

This engagement was conducted in accordance with the Statements on Standards for Consulting Services, 
established by the American Institute of Certified Public Accountants. Our procedures were not designed 
to detect fraud, or to constitute an audit, review, or compilation of the information provided. Accordingly, 
we will not express an opinion or conclusion nor provide any other form of assurance on the completeness 
and accuracy of the information. Additionally, the projection of any conclusions, based on our findings, 
to past or future periods is subject to the risk that changes may have occurred during the passage of time 
that may alter the validity of such conclusions.  

EAG Public Sector, LLP appreciates the cooperation and assistance provided by Pendleton Water 
Association, Inc. personnel during this engagement. We sincerely appreciate this opportunity to be of 
service to you. Please do not hesitate to contact us if you have any questions related to this report or 
any other matters. 

 

Sincerely, 

 

 

 

EAG Public Sector, LLP 
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I.    Executive Summary:  
EAG Public Sector, LLP (“EisnerAmper”) has been engaged by the Louisiana Office of Community 
Development (“OCD”) to perform rate studies of Louisiana public water systems and community 
sewerage systems (or community water systems) that apply to the State of Louisiana Water Sector 
Program for American Rescue Plan Act (“ARPA”) project funding. Pendleton Water Association Inc. 
(“Pendleton”) applied to the Water Sector Program for a grant totaling $1,770,000. The rate studies 
are a prerequisite for the applicant to meet the Water Sector Program requirements and receive an 
award of funds.  

As directed by the State of Louisiana Office of Community Development, applicants must demonstrate 
a financial sustainability factor of 1.15 during the first year of the grant to qualify for Water Sector 
Program funding.  EisnerAmper conducted its rate study analysis from May - September 2024 utilizing 
Pendleton historical financial information for fiscal years ended December 2021 – 2023, historical 
financial information for January through September 2024, its 2024 budget, and future capital 
expenditure projections. Using these data and other information, EisnerAmper forecasted Pendleton’s 
revenues and expenses for a ten-year period ending December 31, 2034, and determined that based 
on their projected number of customers in ten years (utilizing the US Census Bureau for Parish 
Population), Pendleton will be operating at a sustainability factor below the required threshold of 
1.15. Per the Rate Study Forecast, EisnerAmper determined that Pendleton would need to increase 
their rates by 51% to meet the minimum required sustainability factor for year one (fiscal year 2025). 
Following this initial increase, Pendleton will be operating at a sustainability factor below the required 
threshold of 1.15, whereas rates will need to increase again.  Such rate adjustments will not need to 
be applied equally across different customer classes. As such, EisnerAmper will recommend a new 
rate in this report. 

Per the Rate Study Forecast performed, EisnerAmper determined that Pendleton’s current rate 
structure is in accordance with the standards set forth by the American Water Works 
Association’(“AWWA”) Manual M1 (Seventh Edition) and the Water Environment Federation’s 
Financing and Charges for Wastewater Systems (4th Edition). Pendleton’s current rate structure has 
established base and volumetric rates that are charged to all residential customers. Those base rates 
are adjusted on an as-needed basis. The same rate structure is applied to all business customers, 
along with the same initial base and volumetric rates applied to residential customers. The AWWA 
states that fixed rate structures are an acceptable form of rate structures for rural municipalities. 
 
In the preparation of this report and the Rate Study Forecast, EisnerAmper relied on various 
assumptions and considerations in relation to conditions or events that may occur in the future. 
Information used in the preparation of this report was provided by the employees of Pendleton. 
 
While EisnerAmper considers the recommendations and opinions made in this report to be 
reasonable, some assumptions cannot be made with absolute certainty due to unforeseen events or 
circumstances that may have a financial impact to the water district. As such, EisnerAmper based their 
findings on the AWWA’s best practices, and the information provided by Pendleton. 
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II. Scope of Work: 
2.1 Overview  

EisnerAmper conducted a water rate study of Pendleton to achieve the objectives of the Water Sector 
Program and determine if rates charged will produce sustainable operations currently and, in the 
future, allowing for operating and maintenance expenses, debt service and the changes as a result of 
the improvements to be funded under Act 410 of the 2021 Regular Session of the Louisiana 
Legislature. 

The minimum requirements of the rate study as defined by the Louisiana Office of Community 
Development are as follows: 

1. Review existing revenues, compare to expenses, and determine if there are any deficiencies in 
the current rate structure. Determine the required rates to meet expenses, capital, and funding 
costs for future needs of the system with a minimum sustainability factor of 1.15. 

2. Project demands for the system created by population projections. 

3. Identify the system’s most important asset and require a Contingency Fund that would fund 
the replacement of this asset in twenty years. 

4. Review the funding requirements for capital equipment and other fixed asset replacement and 
recommend a prudent reserve policy for operations, capital replacement and emergencies. 

5. Review current water utilization and determine if a large water use rate is necessary. 

6. Provide a recommended policy requiring an annual increase to the rate structure, if necessary, 
that will recover projected revenue requirements for a ten-year period. Components of the 
base rates and volume charges should be clearly identified. 

7. Review miscellaneous fees to assure they are reasonable and not outdated. 

8. Review impact fee levels and methodology to address growth needs. 

9. Provide a general discussion on current policies and trends related to payment options, 
deposit amounts, connections, disconnects, etc., in comparison to other Community Water 
Systems. 
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III. Project Information 
General Information  

The information detailed within this section was gathered by EisnerAmper. 
Pendleton Water Association, Inc. is a water supply company located in Many, Louisiana. According 
to Pendleton, they provide services to customers in Sabine Parish. 
 
Sabine parish is in the western part of Louisiana. Sabine parish was established in 1843. As of the 2022 
Census population report, the populate of Sabine parish was approximately 21,985. 
 
 

 
Image 1: Geographical Footprint provided by district. 

 

Rates Per Ordinance  

Per the Rate Schedule Fees, Pendleton adhered to a policy of user charges to calculate the monthly 
bills for customers of the Pendleton water system, as follows: 
 Residential Commercial 
Minimum per Meter (Includes up to 1,000 gal) $44.00 $60.00 
Per thousand 1,001 and up gals.  .00675 .00775 

 

The System’s Most Important Asset 

The most important assets, as per consultation with Pendleton, are the system’s pumps and related 
equipment at each site. The Rate Study Forecast includes a reserve to fund these assets over a 20-
year period. 

Recommended Reserve Policy 

As Pendleton does not currently have a Reserve Policy in place, EisnerAmper recommends Pendleton 
consider implementing one of the reserve policies below.  
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According to the Utility Management Committee of the Water Environment Federation (“WEF”), 
reserves play crucial roles in utilities and enterprise operations, with various types and uses identified. 
These reserves include: 

General Operating Reserves: This category encompasses several sub-reserves such as contingency 
reserves, reserves for claims and losses, reserves for bad debt allowances, and reserves for employee 
benefits, retirement, and medical funds. General operating reserves are established by utilities to 
address both general and specific operating needs. They serve as a buffer for unforeseen fluctuations 
in expenses and revenues and can be tapped to supplement rate revenues if necessary to cover 
operating expenses. The size of a general operating reserve typically ranges from one to three months 
of operating costs. However, the actual amount may vary depending on the stability or predictability 
of revenues and expenses. For instance, utilities that receive revenues semiannually (e.g., from 
property taxes) may maintain reserves equivalent to six to nine months’ worth of operating expenses, 
while those collecting monthly revenues might have reserves covering only two months of operations. 
Establishing these reserves can span from one year to several years, with subsequent annual additions 
being relatively small after the initial funding. Financial management organizations like the 
Government Finance Officers Association (“GFOA”) and rating agencies such as Moody’s and Standard 
& Poor’s regularly provide guidance on best practices regarding the appropriate levels of operating 
reserves. 

Emergency Capital Reserves: This category encompasses capital construction reserves, system 
replacement reserves, line replacement reserves, and disaster and emergency reserves. Emergency 
reserves are dedicated funds established to address unforeseen capital requirements and are 
designed to provide financial support in the event of unexpected failures within a utility system. 
Typically, the levels for these reserves can be determined based on a percentage of asset value, such 
as 1%, or they may be equivalent to the replacement cost of critical or significant portions of the 
infrastructure. Emergency capital reserves are primarily intended for emergency situations, such as 
natural disasters (e.g., earthquakes, tornadoes, hurricanes) or significant sewer line collapses. 

Rate Stabilization Reserves: Occasionally, rate stabilization reserves are established by utilities to 
manage wide fluctuations in revenues, which may occur seasonally or annually. An example of this is 
during the rainy season when a utility may experience peaks in wet weather flows. These reserves 
serve to smooth out variations in cash flow. In instances where utilities set rates for multiyear periods, 
rate stabilization reserves can be utilized to accumulate surplus revenues during initial years and offset 
expected deficits in later years. 

Bond Covenant Reserves: Bond covenant reserves are established to fulfill provisions outlined in a 
utility’s bond resolutions, covenants, or ordinances. For revenue bond issues, these reserves 
commonly include an operations and maintenance (“O&M”) reserve, similar to the general operating 
reserve mentioned earlier, as well as debt service reserves. The debt service reserve typically holds 
funds equivalent to one year's worth of principal and interest payments. These reserves are accessed 
only if there are insufficient revenues available to cover bond payments. The proceeds from a bond 
issue often contribute to funding the debt service reserve. 
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Insurance Reserves: This category of reserves can be used by utilities to cover unforeseen claims or 
anticipated future expenses. Instead of purchasing commercial insurance, some utilities opt for self-
insurance for certain operational aspects. In these cases, a self-insurance reserve is established to 
cover potential claims. Additionally, insurance reserves may be allocated for employee benefits, such 
as deferred compensation or other benefit programs. 
 

IV. Consumption Projections and Population Growth Estimates 
As EisnerAmper forecasted the number of customers to decrease over the next ten years (744 
customers in 2034, down from 892 in 2025), it is reasonable to conclude that Pendleton’s current 
system could be impacted from the decrease in the number of customers using the system. Per 
AWWA best practices, using historical customer class average water use and/or revenues is an 
acceptable method for projecting revenues for population growth. See Image 2 below.  

 

Image 2: Pendleton’s customer projection per the Rate Study Forecast Model 

 

V. Recommended Rate Structure 
Through the process of assessing the water rate structure, EisnerAmper intended to independently 
identify a rate structure designed to provide Pendleton with stable and continuous revenue that will 
allow the water system to continue to operate.  

EisnerAmper utilized the following assumptions to develop their Forecasted Rate Study Model. See 
Schedule 1.0. 
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Assumptions Utilized within the Rate Study Forecast 
 
Growth Rate Inputs  
 
Consumer Price Inflation Rate 
To forecast the CPI Rate over a ten-year period, EisnerAmper utilized the Bureau of Labor Statistics, 
Consumer Price Index for All Urban Consumers (CPI-U), 12-Month Percent Change, U.S. City Average, 
all items Less Food and Energy as of June 30, which provided an inflation rate of 3.60%. As EisnerAmper 
finds 3.60% to be in the historic range of inflation rates, 3.60% was applied to all ten years in the 
forecast.  
 
Customer Billings Assumptions 
 
Residential Customer Appreciation (Depreciation) Rate 
The residential customer appreciation or depreciation rate was estimated using the total average rate 
of change in population for Sabine Parish over the past 5 years. Annual estimates of the population 
were obtained from the U.S. Census Bureau, then a compounded annual growth rate was calculated 
using the population estimates from 2018 to 2022.  
 
Average Residential Customer Usage (gal) 
The average residential customer usage was calculated using the monthly total water consumption 
by each residential customer in the water system from the period of October 1, 2023-September 30, 
2024, as provided by Pendleton. 
 

Commercial Customer Appreciation (Depreciation) Rate 
The commercial customer appreciation or depreciation rate was estimated using the total average 
rate of change in population for Sabine Parish over the past five years. Annual estimates of the 
population were obtained from the U.S. Census Bureau, then a compounded annual growth rate was 
calculated using the population estimates from 2018 to 2022.  
 
Average Commercial Customer Usage (gal) 
The average commercial customer usage was calculated using the monthly total water consumption 
by each non-residential customer in the water district from the period of October 1, 2023-September 
30, 2024, as provided by Pendleton. 
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Operating Expense and Capital Expenditure Assumptions 
 
Increase in Cost of Services Rendered 
The cost of services rendered was forecasted using a growth rate established by an analysis of 
actual historical rates, fiscal year 2024 forecasted expenses, forecasted revenue, the expected 
inflation rate, and forecasted expense for water purchased.  
 
Water Purchase Rate Annual Increase 
The water purchase rate annual increase was based on the consumer price inflation rate discussed 
above. EisnerAmper forecasted the rates from December 2025 to December 2034 by utilizing the 
Bureau of Labor Statistics Report, Consumer Price Index for All Urban Consumers (CPI-U), 12-Month 
Percent Change, U.S. City Average, all items Less Food and Energy which provided an inflation rate 
of 3.60%. 
 
Capital Expenditures 
Capital expenditures were forecasted as a ‘Major Asset Reserve’ based on Critical Asset replacement 
costs.  See Schedule #2.4. 
 
Excess Funding for Capital Projects 
The capital expenditure projects, to be funded through the Water Sector Grant, are constrained by 
the sum specified in the grant application. Any surplus beyond the allocated grant funds will not be 
factored into sustainability considerations. Consequently, the district must proactively explore 
alternative funding sources or consider implementing rate increases to address potential shortfalls. 
See Schedule #2.4. 
 
Other Assumptions 

Other Income (expenses) 
Other income and expenses were forecasted using a 4-year historical average. 
 
Investment Income 
Investment income was included with Other Income (expenses) using a 4-year historical average. 
 
Grant proceeds 
Grant proceeds expected to be received from the Water Sector Program, which will fund expected 
future capital expenditures, are included in the rate study forecast; however, no other potential 
grants are forecasted as future grants cannot be consistently depended upon to fund projects or 
operating expenditures.  See Schedule #2.4. 
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Rate Study Forecast Model Results 
Through the Rate Study Forecast, EisnerAmper forecasted that Pendleton will not achieve a financial 
sustainability factor of 1.15 in year one (December 31, 2025). Per EisnerAmper’s contract with the 
State of Louisiana, through an analysis of existing revenues compared to expenses, EisnerAmper 
independently verified that the required rates meet expenses, capital, and funding costs for future 
needs of the water system with a minimum sustainability factor of 1.15. For Pendleton to meet the 
minimum sustainability factor, they will have to increase their rates by 51% in year one of the grant. 
By implementing this rate increase, the district will maintain a sustainability factor of 1.15 or greater 
for one year. They will need to increase their rates again in 2026. See Schedules 2.1 and 2.6.  
 
According to the AWWA, certain criteria are typically considered in setting rates and developing 
practical rate structures for a rural municipality. The items below are common areas considered when 
setting rates and developing practical rate structures for a rural municipality: 
 

 Cost-Based Rate Making  
o The AWWA recommends that the municipality utilize a rate that ensures that the rate in effect 

will cover the actual cost of providing services.  
 Revenue Generated by the Municipality  

o It is vital that the municipality generates enough revenues to effectively cover their costs and 
sustain its operations.  

 Commonly Used Rate Structures for Rural Municipalities 
o Increasing Block Rates 

 As usage/consumption increases, the rate per unit will also increase. 
o Decreasing Block Rates 

 As usage/consumptions decreases, the rate per unit will also decrease. 
o Uniform/Fixed Rate 

 Everyone pays the same rate. 

For Pendleton, all residential users pay the same rate, and all business users pay the same rate, with 
an adjustment made as needed. Per AWWA guidance, Pendleton utilizes a Uniform Rate Structure. As 
such, EisnerAmper concluded that Pendleton is currently utilizing a rate structure that complies with 
AWWA best practices. See rate table on page 6 for the rate structure as outlined by Pendleton’s rate 
schedule.  
 
For Pendleton to meet the minimum sustainability factor of 1.15 in year one (December 31, 2025), 
based on this rate study analysis, EisnerAmper recommends the rate structure mentioned above 
incorporate the following change: 
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Pendleton will need to increase their rates by 51% to meet the minimum required sustainability 
factor for year one (fiscal year 2025.)  Such rate adjustments will not need to be applied equally 
across different customer classes. 



  

1
3

 
 Sc

he
du

le
 1

.0
: 

  

 

 
 



1
4

Sc
he

du
le

 1
.1

: 



  

1
5

 
  S

ch
ed

ul
e 

2.
1:

 

 
        



1
6

Sc
he

du
le

 2
.2

:



1
7

Sc
he

du
le

2.
3:



  

1
8

 
 Sc

he
du

le
 2

.4
: 

 

   
 



1
9

Sc
he

du
le

2.
5:



2
0

Sc
he

du
le

2.
6:


