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Water Finance 101
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Session Objectives

* Learn how to think about your water system
as a financial entity

 Understand some basic financial facts about
water systems across the country
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Public Water System Characteristics

* These utilities are enterprises

* They raise bulk of their revenues generally
from bills and other fees

* They have a high percentage of fixed costs
* They protect public health and environment
* They are service industries

* They are production industries

* They are self-regulating monopolies

* They are balanced by democracy

Slide compiled by UNC EFC
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Government Accounting

 GAAP — Generally Accepted Accounting
Principles

» establishes the rules & conventions that guide the
form and content of general-purpose financial
statements

« GASB - Governmental Accounting Standards
Board

* the primary standard-setting authority for gov't,
excluding the federal gov't




Fund Accounting

* An accounting system that is unique to state &
local gov't

* A government’s resources are segregated into
categories, (I.e. “funds”) to identify both the
source of funds and the use of funds

 State and local governments use three broad
categories of funds: governmental funds,
proprietary funds and fiduciary funds
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Fund Accounting

Where would water system
fall?

e M

General
Special Revenue
Debt Service
Capital Projects
Permanent
Enterprise

Internal Service




Fund Accounting
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Fund Accounting

* Examples of Government Funds:

* General Fund — each gov't has one account for all
resources that are not required to be accounted for in
other funds. Includes most major gov't functions such
as police, fire, sanitation etc.

 special revenue — established to account for
resources that are legally restricted for specific
purposes, e.g. lottery money for education

« capital projects — used when buying/building major
capital facilities

10
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Let’'s Go Back to the Basics

* What does your water system do?
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Water Systems Serve I\/IIti
Purposes

Sometimes Those Purposes Conflict

System serves an important 2) System serves an

environmental and health important public service —

purpose -- protecting providing community with
basic services that

community's water resources everyone in the community
and supplying community can afford.

with highest quality drinking

water.

3) System serves as a well managed public
enterprise — putting into practice forward-
thinking sustainable business practices.
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Water System Finance Diagram

Operating
Costs

Current Capital

Projects

Debt
Service

p N

h \

/ & >
//

%/ D
N Y

Reserve

Funds




“Ideal” Pricing Has Several

Characteristics
Sometimes Those Characteristics Conflict

* Prices cover full “costs” of service

* Prices send and reinforce strategic messages

* Prices follow State’s laws and policies
» Beneficiaries pay for their benefits
* Ability to pay Is recognized and addressed

e Simple
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Many Types of Reserve Funds

» Capital Reserve Fund—Infrastructure
rehabilitation and replacement

* Repair Fund—Known, ongoing maintenance
ISsues

 Emergency Fund—Unknown, unanticipated
maintenance Issues

* Rainy Day Fund—Unexpected revenue
shortfalls
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How Much Do You Need In Your
Reserves?

* |t depends

* Enough to pay for your most expensive piece
of equipment?

* Enough to cover your costs if you had no
revenue for two months?

* Enough to cover the projects in your capital
Improvement plan?



Financial Facts About
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In the United States, there are

157,230

“public” drinking
water systems
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Possibly Confusing Terminology

* "Public” water systems are publically
regulated regardless of whether they are
owned by a public or private entity
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EPA Divides Systems into Five
Categories Based on Number People
Served

* Very Small: Up to 500
small J . small: 501 to 3,300
Systems .
* Medium: 3,300 to 10,000

Large e Large: 10,001 to 100,000
Systems * Very Large: More than 100,000
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Why does system size matter?

What'’s the issue with
small systems?
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The Infrastructure Needs Per Residential
Connection are Much Greater for Small
Systems

<100

101-500

501-3,300

3,301-10,000

> 10,000

$5,431

$4,205

From 2007 DWINSA and 2006 CWSS
$2,503
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And Small Systems Have Far

Higher Numbers of Annual Health
Violations

501-3,300 9%
3,301-10,000 9%
10,001-100,000 7%

> 100,000 From SDWIS 2011 Q3 Data




Al
Other Challenges

* Increase in mergers * Interruptions in supplies
that hurt revenues
» Asset-intensive
systems  Loss of major customers

« Changing regulations e Sagging revenues
that impact bottom line
« Aservice or a
« Backlog in capital commodity?
Investments
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In Other Words...

« Water systems require a large amount of very
expensive infrastructure and skilled staff

* And that infrastructure, skilled staff, and other
fixed costs don’t go away when customers
use less water individually or collectively



Presentation
from Funders
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Where to find these funders after
today’s workshop?
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Funding Tables By State

Select “Funding Sources by State” under the Resources Tab.

J
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E_E@_N Innovative Finance Solutions for Environmental Services

HOME ABOUT ¥ WORKSHOPS & WEBINARS ¥ ASSISTANCE ¥ RESOURCES ¥ BLOG ¥ ARCHIVES ¥ Q

Resource Library

£-Leamning Modules

— - —— Funding Sources by State

Map of Water and Wastewater Rates Dashboards

Get Free Help Now!

Small water systems can request free technical assistance
from our experts on finance and management challenges.




Funding Sources by State

Note: Some states may have additional resources listed below the map.
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Click here to access
the following table

ANVIRONMANTAL FINANCE CHNTER

Mission Statement

work to enhance the abdity of govemments and
other organizations to provide environmental
programs and services in far, effoctive and

financialy sustanable ways.

Project Publications

Georgla Water and Wastewater Funding
Sources

Stacey Isaac Berahzer

Georgla Water and Wastewater Funding
Sources Timeline
Stacey Isaac Berahzer

2012
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S9Nl FUNDINT FOUL)

unders
:urum The following documents for information on financing opportunities are found in the project publications
bar to the left:

¢ A table summarzing the various finance programs and contact

* A umeline of the vanous programs’ application periods

o A kst of recently funded projects -- or the nature of projects funded --

Programs commonly represented at the GA Funders Forum include:

pment Administration

ronmental Protection Division (319 Program)
ronmental Finance Authort#y

¢ State Revolving Programs

e Georgia Fund

* Georgia Reservolr

¢ Supply Fund

¢ Land Conservation Programs

orgia Department of Community Affairs

o Community Dx

® OneGeoy uthonty Eauity Fund

About  Services Programs  Resources

The Georgia Funders Forum is a group of representatives from the vanous public finance programs for
water, wasteéwater, and stormwater projects in the state of Georgla. Since 2007, the group has been
meeting a few times annually, Informal meetings are convened and faciitated by staff from the
Environmental Finance Center, and are designed for staff from the vanous finance programs to provide
updates on their respective programs and, in some cases, expiore opportunities to colaborate.

information for program managers

by each of the financing programs

Events

31



Organization

Georgia Department
of Community Affairs

Program
(keywords)

Community Development
Block Grant Program
(CDBG Annual
Competition) (HUD
Funds)

{water, sewer}

Georgia Water and Wastewater Funding Sources

Compiled by UNC EFC

Purpose or Use of Funds

To improve housing and economic & community
development for low and moderate income
communities.

, June 2010

Application Dates

Typically closes at the
beginning of April of
each year.

Website

http:/fwww.dca.state.ga.u
s/communities/CDBG/pro

grams/CDBGreqular.asp

Contact

Steed Robinson
steed.robinson@dca.ga.gov
(404) 679-3168

60 Executive Park South, NE
Atlanta, GA 30329-2231

Appalachian Regional
Commission Area
Development Fund

{water, sewer}

To support the development and improvement
of infrastructure, including water and sewer
services, and the development and use of
Internet access.

Closes at the
beginning of April each

OneGeorgia Authority

{water, sewer)

OneGeorgia Authority
Equity Fund

(water, sewer)

The program provides grants and loans to
enhance infrastructure that creates jobs in rural
areas.

USDA Rural
Development

Water and Wastewater
Loans and Grants

{water, sewer}

James Thompson, ARC Office Director

james.thompson@dca.ga.gov
404-679-1584

60 Executive Park South, N. E.
Atlanta, GA 30329-2231

http :/fwww.onegeorgia.or
a/programs/equity

Nancy Cobb, Executive Director
ncobb@onegeorgia.org
478-274-7734

1202-B Hillcrest Parkway
Dublin, GA 31021

Applications received
year round.

http://www.rurdev.usda.g
ov/gafwaste.htm

Jerry M. Thomas, Program Director
jerry.thomas@ga.usda.gov
706-546-2171

355 East Hancock Avenue

Athens, GA 30601-2768

Emergency Community

Contact Georgia state
office. Applications
received year round.

http:/fwww.rurdev.usda.g
ovigal

Jerry M. Thomas, Program Director
jerry.thomas@ga.usda.gov
706-546-2171

355 East Hancock Avenue

Athens, GA 30601-2768

Very Low-Income
Housing Repair Loans and
Grants

{Section 504)

{individual wells, rural}

Rural Housing Programs-- 504 REPAIR LOANS
AND GRANTS -- Single Family Housing makes
loans and grants to provide rural residents with
safe and affordable homes. Eligibility is based on
adjusted household income, with loans available
to low and very low income applicants.

Contact a local USDA
Rural Development
Office.

http:/fwww.rurdev.usda.g
ovIGA/rh504.htm

Ed Peace
ed.peace@ga.usda.gov
706-546-2169

Stephens Federal Building
355 East Hancock Avenue
Athens, GA 30601-2768

Compiled by the EFC in June 2010. Contact program managers for further, up-to-date information. To make corrections, contact isaac@sog.unc.edu
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