Smart Management for
Small Water Systems

WEBINAR: How to Navigate the SRF
Program in Utah

Monday, November 14, 2016
1:00—-3:00 PM MST

This program is made possible under a

cooperative agreement with EPA.
UTAH DEPARTMENT of
EMVIRONMMEMNTAL GUALITY Environmental
EF< N DRINKING Finance
i ‘ ‘\ WATER iﬁ ‘ C Eenter
| UN

i =—— ENVIRONMENTAL
Amerl_cap Water Works i A
Association




Logistics

At the top right corner of your screen:

Show your control panel to submit questions and see answers

All phones/microphones are muted for the duration of the webinar. / @
Toggle between full screen/window screen view i
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you do not hear audio right now, please check your speaker | =
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Submit questions in the Questions box at any
time, and press [Send]. To undock and increase
the size of the box, click on top right corner icon.
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About the Environmental Finance Center Network (EFCN)

The Environmental Finance Center Network (EFCN) is a university-
based organization creating innovative solutions to the difficult how-
to-pay issues of environmental protection and improvement. The
EFCN works with the public and private sectors to promote
sustainable environmental solutions while bolstering efforts to
manage Ccosts.

The Smart Management for Small Water Systems Program

This program is offered free of charge to all who are interested. The
Project Team will conduct activities in every state, territory, and the
Navajo Nation. All small drinking water systems are eligible to
receive free training and technical assistance.

What We Offer

Individualized technical assistance, workshops, small group
support, webinars, eLearning, online tools & resources



Who We Are

Environmental Finance Center at University of North Carolina at Chapel Hill
« Southwest Environmental Finance Center
« Syracuse University Environmental Finance Center
« Environmental Finance Center at Wichita State University
« Environmental Finance Center at University of Louisville
« EFC West
« Great Lakes Environmental Finance Center at Cleveland State University
* New England Environmental Finance Center at University of Southern Maine
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Areas of Expertise

« Fiscal Planning and Rate Setting

* Asset Management

 Energy Use and Efficiency

« Meeting Regulatory Compliance

* Multi-funding Coordination

« Communications and Decision-making

Water Loss Reduction

Working with Other Water Systems
Financing

Funding Programs

Managing Small Utilities in Drought
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Resource Library

E-Learning Modules

d Wastewater Rates Dashboards
Small water systems can request free t
from our experts on finance and management challenges.

Navigating to Funding Tables

Step 1: efcnetwork.org
Step 2: Select “Funding Sources by State” under the Resources Tab

s

T www.efcnetwork.org @L UNC
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[ Funding Sources by State X '

<« C' | [ efcnetwork.org/funding-sources-by-state/

Funding Sources by State

Note: Some states may have additional resources listed below the map.

Click on the map below to view funding sources for each state:

Click on an
individual state A ME
to view funding i e M

oR MM MNH

table. ID Wi NY MA

www.efcnetwork.org [ )
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http://efcnetwork.org/documents/2014/02/or-funding-sources.pdf
http://efcnetwork.org/documents/2014/02/or-funding-sources.pdf

Ken Bousfield Stacey Berahzer

O XA s LA
Division Director Construction Assistance Senior Project Director
Utah Department of Section Manager Environmental Finance Center
Environmental Quality Utah Department of at the University of North
Environmental Quality Carolina on Chapel Hill

www.efcnetwork.org
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ENVIRONMENTAL FINANCE CENTER

Dedicated to enhancing the ability of
governments and other organizations
to provide environmental programs and
services in fair, effective, and
financially sustainable ways through:

» Applied Research
« Teaching and Outreach
* Program Design and Evaluation

UNC SCHOOL of GOVERNMENT

". UNC http://efc.sog.unc.edu

ENVIRONMENTAL FINANCE CENTER W @EFCatUNC



Objectives

Understand the background of the State and Federal
funded State Revolving Fund (SRF) Programs

Learn what types of projects are eligible for SRF
funding

Understand some of the requirements related to federal
funding

Learn about the timelines and process for SRF
applications

Get tips on how to score higher on your SRF
application

www.efcnetwork.org



INTRODUCTION

www.efcnetwork.org



* Why Borrow?

« Water infrastructure has a long useful
life

« Amortizing the loan over the life of the
equipment allows your customers to

benefit from system improvements now
and pay for them over time

www.efcnetwork.org



The Debt Market

* Lenders consider the following when
determining whether to loan money and
at what interest rate:

— your creditworthiness,
— your abllity to repay the debt

www.efcnetwork.org



The Debt Market

 The SRF Programs consider the
following when providing assistance:
— Median Adjusted Gross Income (MAGI)
— Average monthly water bill
— Project cost per connection
— System contribution
— Special incentives

www.efcnetwork.org
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The Debt Mark

* Two types—Loans and Bonds

— Loans, can be more universally available,
depending on the state

— Bonds - In Utah, political subdivisions have
to bond for their longer term projects

www.efcnetwork.org



* Typically from a bank

* Can be from a government-sponsored
program

www.efcnetwork.org



What is the State Revolvmg Fund
(SRF) Program?

* There are 2 programs:

— Drinking Water State Revolving Fund (DWSRF) — for
“drinking water”

— Clean Water State Revolving Fund (CWSRF) —
traditionally for wastewater and other water quality
projects

» A federal-state partnership:
— States provide a 20% match on federal funds




Drlnklng Water SRF

Established by the 1996 amendments to the Safe Drinking
Water Act (SDWA)

All 50 states and PR have a DW SRF
Congress appropriates funding for the DWSRF

EPA then awards capitalization grants to each state based on
the results of the Drinking Water Infrastructure Needs Survey
and Assessment

Bulk of money goes into a revolving loan fund

Provides loans and other authorized assistance to water
systems for eligible infrastructure projects

www.efcnetwork.org



Federal Capitalization
Provides Initial Funding

States Match Federal
Capitalization Grants (20
percent of federal
capitalization)

Bond Holders Provide
Additional Funding

www.efcnetwork.org



ELIGIBILITY

www.efcnetwork.org



Ellglble Water Systems

* The Division of Drinking Water (DDW)
provides oversight for two SRF
Programs

— Federal
— State

* These programs, while similar, have
some significant differences

www.efcnetwork.org



Ellglblllty State Program

* Limited to "Political
Subdivisions/Entities”
— Municipalities
— Water Districts
— Special Service Districts

www.efcnetwork.org



Ellglblllty Federal Program

* Publicly Owned Systems, Privately
Owned Systems, or Non-profit, Non-
community Systems
— Municipalities, Improvement Districts, etc.
— HOA's, “Mom & Pop” systems, etc.

— Church Camps, Scout Camps, etc.

www.efcnetwork.org
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Eligible Projects

 Treatment

* Transmission and distribution
e Source

e Storage

« Consolidation

« Creation of new systems

* Green Projects

* Funding is not available for future development only

— However, considering a reasonable amount of future growth
IS encouraged

www.efcnetwork.org



ADVANTAGES OF THE SRF
PROGRAM FOR FUNDING YOUR
INFRASTRUCTURE PROJECT

www.efcnetwork.org
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Disadvantaged Communities

“Disadvantaged Communities” - a median
adjusted gross income which is < 80% of
the State’s median adjusted gross
iIncome; or where the established annual
cost of drinking water service to the
average residential user exceeds 1.75%
of the median adjusted gross income

www.efcnetwork.org



L ower Rates

» 2016 interest rates of 1.5-2.5% - The
most current Revenue Bond Buyer
Index (RBBI) is used as the base rate

— As of November 3, 2016 RBBI was 3.44%
« 2016 origination fee of 1%

— Disadvantaged communities do not pay
origination fee

www.efcnetwork.org
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Targeted to Small Systems

* A minimum of 15% of all dollars
credited to the loan fund must provide
loans to systems that serve fewer than
10,000 persons

www.efcnetwork.org
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Green Infrastructure Projects
Reserve?

« Green Projects include:
— Water efficiency, including meters
— Energy efficiency

« Congress decides from year to year whether
to include the Green Project Reserve as a
requirement
— In 2016, no green projects required

— However, states are encouraged to include green
projects to the extent possible

www.efcnetwork.org
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Principal Forgiveness

» Basically the same as a grant

« Must qualify as a Disadvantaged Community

to be considered
— Local MAGI is less than or equal to 80% of the

State MAGI
or
— Average water bill is greater than 1.75% of Local
MAGI

www.efcnetwork.org



REQUIREMENTS RELATED TO
FEDERAL SRF FUNDING

www.efcnetwork.org
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Terms of Loan
* Repayment must begin no later than
one year after completion of the project

» 20 year term (after the completion of
the project)
— A disadvantaged community loan may

have up to 30 years as long as the period
of the loan does not exceed the expected

design life of the project

www.efcnetwork.org
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Davis-Bacon Act Wage Rules

* Must use the most recent wage
determination, found here:

— http://www.wdol.gov/dba.aspx
« Select the appropriate state and county
» Select Construction Type “Heavy”

 Click “Search”

* Print the determination page and include it in
project specifications and bid documents

www.efcnetwork.org
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American Iron and Steel Provision

Requires iron and steel products In
construction of projects be produced in the
United States

Walivers may be requested for an exception
when necessary

EPA Q&A document may be found here:

— https://www.epa.gov/cwsrf/american-iron-and-steel-requirement-quidance-and-
questions-and-answers

EPA Training Material may be found here:

— https://lwww.epa.gov/cwsrf/american-iron-and-steel-reqguirement-training-materials

www.efcnetwork.org


https://www.epa.gov/cwsrf/american-iron-and-steel-requirement-guidance-and-questions-and-answers
https://www.epa.gov/cwsrf/american-iron-and-steel-requirement-training-materials
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Disadvantaged Business Enterprises (DBE)

* Typically Minority or Woman-Owned

* Must be given the opportunity to bid on
any federally-funded project

» Assistance recipient must show a “good
faith effort” to allow DBE's to bid

* Not required to hire DBE

www.efcnetwork.org
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Reporting

* 3 major areas for federal programming
— DBE
— American Iron & Steel
— Davis-Bacon

www.efcnetwork.org



* Required for federally funded projects

* Options
— Standard Signs
— Posters or flyers hung in a public place
— Newspaper or periodical advertisement

— Online “sign” on community webpage or social
media

— Press release

www.efcnetwork.org



SRF FUNDING TIMELINES AND
PROCESS

www.efcnetwork.org



The Intended Use Plan (IUP)

* |UP — describes how the state plans to
use available funds, includes list of
potential projects

» Adraft IUP must be posted for public
comment

* Includes the Project Priority List ...

www.efcnetwork.org



The Project Priority List

« Each application assigned priority points

« Systems whose projects have a high priority
score have chance to be considered for
financial assistance ahead of projects with

lower scores
 Calculation is as follows:

Priority rating = (Average number of points received) X (Rate Factor) X (AGI Factor)
Where: Rate Factor = (Average System Water Bill / Average State Water Bill)
AGI Factor = (State Median AGI/ System Median AGI)

www.efcnetwork.org



Drinking Water Board Financial Assistance Committee
Application Submittal Schedule 2016

Application SRF Packet Due SRF Conference Call | DWB Meeting
Cut-Off Date
11/09/2015 12/02/2015 12/09/2015 01/08/2016
01/04/2016 01/26/2016 02/03/2016 03/03/2016 (St.
George)
03/14/2016 04/06/2016 04/13/2016 05/13/2016
05/09/2016 06/01/2016 06/08/2016 07/08/2016
06/30/2016 07/26/2016 08/03/2016 08/31/2016
(Layton)
09/26/2016 10/12/2016 10/19/2016 11/18/2016

www.efcnetwork.org

| UNC
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The State Environmental Review

Process (SERP) — Potential Outcomes
« Catkx - Categorical Exclusion From

Environmental Review
e EA - Environmental Assessment

 FONSI - Finding of No Significant
Impact

* EIS - Environmental Impact Statements
« ROD - Record of Decision

www.efcnetwork.org
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The Bonding Process

* Public notice and public hearing are
required

— Public hearing typically held as part of City
Council Meeting or other public body
meeting

« Parameters Resolution
« Bond Resolution

www.efcnetwork.org
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The Plan Review Process

* Project plans and specifications must
be submitted to DDW for review and
approval before going out for bid

* D

o D

* D

DW has thirty days to respond
an schedules accordingly

DW must receive a copy of the bid

tabulation as well as the detailed bid for

the chosen contractor

www.efcnetwork.org



TIPS ON HOW TO SCORE HIGHER
ON YOUR SRF APPLICATION

www.efcnetwork.org



Capacity Assessment Worksheets

for Public Water Systems
* Online at:

— http://www.deq.utah.gov/form

s/water/dw/docs/2014/03Mar/

pdf/e-capassworksheet.pdf

www.efcnetwork.org

The Technical Portion of your System

Please mark (_) the appropriate box: Yes, No, or Unknown for each section. Please try to determine the answer to every
question. If a section or question does not apply to your system, please write NA for not applicable.

Water Supply and Existing Demands

Do you know how much water you pump on an average day ?

Amount |

Do you know how much water you pump on a peak day ?

Amount |

Have you been able to provide adequate volumes of water during drought
cycles?

Do you have an Emergency Response Plan that will allow you to meet system
demand during a drought or shortage, such as the loss of the largest source 7
If Yes, please attach.

Do you have a contract to purchase water?

If yes, with who ?
Do you know the terms affecting your supply during drought conditions ?

Sytem Maintenance

Are Incations. size. and tvne of mains and service lines detailed on records ?

Yes

-

No

-

Unknown

-

ANCE CENTER


http://www.deq.utah.gov/forms/water/dw/docs/2014/03Mar/pdf/e-capassworksheet.pdf
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Can You Sleep at Night?

Is your system self sufficient? Operating Ratio
Are you able to cover your debt service after Debt Service
paying for your day to day operations? Coverage Ratio

|f r mer Ing their bills, how
your customers stop paying the , Days Cash on

o o
long can you maintain operations” Hand
Can your system meet its short term Current
obligations? Ratio
How much of your system’s expected life has Asset
already run out? Depreciation

www.efcnetwork.org
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Whiteboard Video:
Financial Benchmarking for Water Utilities

http://www.waterrf.org/Pages/Projects.aspx?PID=4366

FINANCIAL

BENCHMAR

www.efcnetwork.org
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Quick Review of Key Financial Indicators

Operating Ratio Current Ratio

Debt Service Days of Cash
Coverage Ratio on Hand

Asset Depreciation

www.efcnetwork.org



Is your system self-sufficient?

www.efcnetwork.org E UNC
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OPERATING REVENUES -

)"‘7 OPERATING EXPENSES '\9?’\:‘{;;-.‘,.

e’

DEPRECIATION

ANMUAL COST OF WEAR
AND TEAR ON THE SYSTEM

Read more: http://efc.web.unc.edu/2015/02/27 /operating-ratio/

www.efcnetwork.org


http://efc.web.unc.edu/2015/02/27/operating-ratio/

Are you able to cover your debt
service after paying for your day
to day operations?

www.efcnetwork.org



IQ[@& 5@?%@@ @@W@mge E@@n

OPERATING REVENUES - OPERATING EXPENSES

PRINCIPAL¥ INTEREST PAYMENTS

GREATER THAN 1.25

-?/' Read more: http://efc.web.unc.edu/2015/04/23/debt-service-coverage-ratio/

www.efcnetwork.org


http://efc.web.unc.edu/2015/04/23/debt-service-coverage-ratio/

Can your system meet its short
term obligations?

www.efcnetwork.org
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CUrrent Reto

UNRESTRICTED CURRENT ASSETS
EXCLUDING INVENTORIES AND
PREPAID ITEMS

CURRENT LIABILITIES

-?/' Read more: http://efc.web.unc.edu/2015/10/01/key-indicator-current-ratio/

www.efcnetwork.org


http://efc.web.unc.edu/2015/10/01/key-indicator-current-ratio/

If your customers stop paying
their bills, how long can you
maintain operations?

www.efcnetwork.org



Days Casln en [enel

UNRESTRICTED CASH AND INVESTMENTS

OPERATING EXPENSES EXCLUDING
DEPRECIATION & AMORTIZATION / 365

-?/" Read more: http://efc.web.unc.edu/2015/06/24/days-cash-on-hand/

www.efcnetwork.org


http://efc.web.unc.edu/2015/06/24/days-cash-on-hand/

How much of your system’s
expected life has already run out?

www.efcnetwork.org



Asset Depreciation

Accumulated Depreciation

~ Gross Plant and Equipment

Caveat: this indicator is only as accurate as your depreciation
schedule, and even then historic pricing is likely to distort the results.

www.efcnetwork.org



* Local governments: audited

financial statements

* Non-governments: balance

sheets, shareholder

reports, annual reports,

etc.

www.efcnetwork.org
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Financial Health Checkup for Water Utilities

http://efc.sog.unc.edu or http://efcnetwork.org
Find the most up-to-date version in Resources / Tools

Financial Health Checkup for Water Utilities

Excel®- based tool
SR Free to use
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A resource for water systems from the EFCN’s Smart Management for Small Water Systems project
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http://efc.sog.unc.edu/
http://efcnetwork.org/

Tip: when you first use this file after downloading from
our website, click on “Enable Editing” at the top

File Home Insert Page Layout Formulas Data Review View Developer Acrobat

o Protected View  This file originated from an Internet location and might be unsafe. Click for more details. Enable Editing

Al - |
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Why Care About Thls’?

* Funders and ratings agencies care
about this

* As you think about the future needs of
your system, you have to know where
you are starting from

www.efcnetwork.org



* Now that we know where we are, let's
decide where we are going...

« How do we estimate the future costs
and revenues?

www.efcnetwork.org
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Two Related Concepts:

Asset Management
&
Capital Planning

www.efcnetwork.org
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Working smarter not harder Is
the essence of Effective
Management / Asset
Management

www.efcnetwork.org
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Asset Management
Helps You Have the
Most Impact in Your
System By Spending
Your Limited Dollars in
the Best Way Possible




Current State of the Assets

Level of Service

@ Service
e 0('

QFunding I.evel
Y /%@ Criticality
.= Life Cycle Costing

www.efcnetwork.org
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Current State of the Assets
« What do | own?

 \Where are the assets?

* What condition are they in?

 How much useful life Is remaining?
* What is the replacement value?

www.efcnetwork.org



Involve
Customer

Involve

staff &

> 3 7% B
ey T B B

| evel of Service

N

Measurable Track Progress
Goals: Internal ™ Towards
and External Meeting Goals

What would my customers want?

www.efcnetwork.org
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Asset Criticality
What is the probability or likelihood that
a given asset will fail?

How do my assets fail?

What'’s the condition of my assets?

www.efcnetwork.org
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Asset Criticality

What is the consequence if the
asset does fail?

What is the cost of the repair?

Are there legal consequences,
environmental consequences,
social consequences?

Are there redundant assets?

www.efcnetwork.org



Consequence of Failure

MEDIUM
RISK

MEDIUM

Which
category of
assets do |
care the
most
about? The
least?

MLIAL FINANCE CENTER



Condition

P R OR )R A
Life Cycle Costing: Replacement of

Assets

X = Repair

In Theory, there is an exact right time
to replace an asset

Not possible to know the
optimal time to replace
every asset

So... need to use the

Optimal :
concept of risk

Replacement
Point

v

Time

www.efcnetwork.org
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Life Cycle Costing & Risk

High risk : replace Low risk assets: run
assets early, before to failure and replace
failure afterwards

c Replacement _5 Replacement

= Point 5 | point

S NG
® . R Time >

www.efcnetwork.org



Long Term Funding

* This Is where capital planning comes In

* Once you figure out how to get the longest
life out of your assets, plan to have the
money you need to replace them when
necessary

* More on this Asset Management
Framework at:

https://www.env.nm.gov/dwb/assistance/d

28 ocuments/AssetManagementGuide.pdf

= -
wenl far

www.efcnetwork.org IW\UNC D



https://www.env.nm.gov/dwb/assistance/documents/AssetManagementGuide.pdf

Long Term Capltal Plan

 An official multi-year document that
identifies and prioritizes capital projects,
identifies funding sources, and sets
timelines

www.efcnetwork.org
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Capital Improvement Program

* |dentify regulatory deficiencies (discuss
with regulatory agencies, look at
proposed regulations, talk to
consultants), in a 10-20 year window

* |dentify growth needs, expansion

www.efcnetwork.org
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Capital Improvement Program

* |dentify deferred maintenance problems
or where current service Is inadequate

* Prioritize based on need realizing that
“hidden” infrastructure tends to be
ignored

www.efcnetwork.org
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Capital Improvement Program -
Timelines

* Use Asset Management Plan to plan
for capital expenses in the long term
(~20 years)

www.efcnetwork.org



Capital Improvement Program -

Timelines

* Create a Capital Improvement Plan
with a narrower timeline (~5 years) In
more detail. Specify the projects and
accurate estimates of cost. Plan where
money will come from.

www.efcnetwork.org
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Capital Improvement Program -
Timelines

* Create a Capital Improvement
Budget with an even narrower timeline
(1 — 2 years) committing funds for the
planned capital projects. Get it
approved/adopted.

www.efcnetwork.org



Example Capital Improvement Plan (CIP)

Planning Years [Values in 000s]

Project Hame Y 02 Y 03 FY 04 Fy 05 FY 06 |Future T otal
Water Supply & Treatment
Wates Treatmernt: O bjective o0
Lime pumps and slakers 740 40
Chemical Enclosures a00 a00
Filker 7-18 Control 230 230
Filter Gallery Rehab 1.140 1,140
High Service Purnps 1.500 1.500
Upgrade or Replace Heclaim System Drier 200 200
Mew Mermbrane Skids 5,700 b, 700
Sodium Hypochlarte Plant 2000 2000
Additiohal Storage Tanks h.000 3,300 8.300
Fepair R0 Capacity 150 150
Filter Gallery Mech Parts 200 a00
kbl S 150 150
WFDs - HSP 44 344
kembrane Replacement 1,600 1,600
Fainting of ‘A ater Plant 2.000 3.000
Phase | Emergency Power Generator 1,500 1,500
Fortable Generator - South WwWell Field 150 150
Hepalcement of Fuel Tanks 170 170
Upgrade of Existing Contral System & W TF aa0 Hal
wWater Treatment Total SRR 00 | BERe | B0 | B R 2 e
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Where Can You Find the Prices?

» Call a vendor. Actually, call a few.
» Ask other systems

* Look at past expenses but adjust for
INncreases In costs

www.efcnetwork.org
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Measures of Inflation

* Consumer Price Index (CPl)—measure of
the average change over time in the prices
paid by urban consumers for a market basket
of consumer goods and services

* Construction Cost Index (CCl)—average
prices for labor and key construction
materials from 20 cities across the United
States

www.efcnetwork.org
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Annual Changes to the Construction Cost Index
and to CPI-U ("Inflation")

= <@~ - Inflation (Annual Change in the CPI-U)

7.0% -
6.0% - : :
—&— Annual Change in the Construction Cost Index
5.0%

4.0%

3.0%

%/year

2.0%

1.0%

0.0% %
-1.0%
Data analyzed by the Environmental Finance Center at the University of North Carolina, Chapel Hill.

Data Sources: Bureau of Labor Statistics, Engineering News-Record ENR.com, InflationData.com,
USDA Natural Resources Conservation Services.

1986 -
1987 -
1988
1989 -
1990 -
1991 -
1992 -
1993
1994 -
1995 -
1996 -
1997 -
1998
1999
2000 -
2001 -
2002 -
2003 -
2004 -
2005 -
2006 -

http://efc.web.unc.edu/2012/09/26/using-an-index-to-help-project-capital-costs-into-the-future/

www.efcnetwork.org
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Drive Down the CIP Cost

* Is it possible to
— Eliminate projects?
— Defer projects?
— Repair or refurbish instead of replace?
— Find a non-asset solution?

— Find collaboration/partnerships alternatives with neighboring
systems?

— Improve balance of cash vs. debt-financed?

* Re-evaluate water demands of your customers. Many
systems are now noticing that total demand is decreasing
over time.

www.efcnetwork.org
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Reminder: Life Cycle Costing

 Purchase Price # Total Price

www.efcnetwork.org
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Capital Investments are Just the Tip of

the Iceberq...

o~

(J—35-40%
Acquisition
60-65%
A
' \
Refurbish Refurbish
7S
.lg , N\ — — \
- — .
O / Maintenance \ Disposal

>

Asset Life

Source: Adapted from Steve Allbee, USEPA

www.efcnetwork.org




Software: CUPSS (EPA

http://www.epa.gov/cupss/

cul’$$ Check Up Prﬂg ram for Small Systems Set-up | Switch Utility | Create User | Help | Training | Exit

. —

- & ] L 2 0 3
My - y My £ My 2 My
|ﬂ Home > : ] f " Finances r "  Check up #={ CUPSS Plan

[Welcume Back Helen, Beauty ¥iew Acres Subdivision - DWW ] My Calendar

5

What would you like to do today?

Do Some Training Enter a Mew Task or Work Order

paaaLis,
i

27 28 29 30 1 z 3
Create or Update My Schematic Search Asset and Maintenance 4 5 P - 5 a 10

[My Messages and Alerts ]

Create or Update My Inventory

|Reminder - Today's Tasks | | B_l
|Tasks Currently Past Due | | l.E.Ill
Print My Check Up Beports Work on My CUPSS Plan [ Assets Needing Update 1 0|
|Numher of High Risk Assets | | 2|

>

L8
re— www.efcnetwork.org

all Waler Systemes
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http://www.epa.gov/cupss/

Resource Webpage for Capital
Planning

UNC

EXNVIRDREHENTAL FINAMCE CINTER

o

Mission Statement

‘Wa work to enhance the ability of
govemments and other organizations to
provide emvronmental programs and
services in fair, effective and financially

sustainable ways,

Project Tools
Usar-friendly Capital Improvensent
Plan [CIF]) Tool for Water &

Wastewater Utilities
JE=Tl e Calcuilator, 03/20/2014 (MS

£ Exced, 802 Kh)

Enter in all capital

projects and this tool will
project your fund balance [revenues,
expansas and msarves ), and nacassary
rate increases for the next 20 years,
and rmore!

What to Include in your Capital Plan:

arl Managermenl
System

About the

Q"'ul'ilrli'l i sibe

About  Services  Programs  Resources  Bwyg

?RoOJ)s07T
SAZLTAL PLANIILY
AMY

JANITE AT S

This project, p
Support projed
Department of]
tagether many
water and wasl
creation of a C
Management

Blog Post on "Using an Index to |
Future”

Fimmad = b bl e e el e o e e e i o

www.efcnetwork.org

Sammary of
“Wihat to echeds in Your Capital Plasc A Reference Guide for NCWatesr s Wartswater Uiilites”
Lt & péstugt Fobruary 2011
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User-Friendly Capital Improvement Plan (C.1.P.)
for Water & Wastewater Utilities Tool

Free, simplified CIP tool using only MS Excel,
developed by the Environmental Finance Center at UNC.

-~ LI \( User-friendly Capltal Improvement Plan (CIP) for Water and Wastewater Utllitles
LDL v l iz Version 2.5 (pdsted Marcr 2014

... L I it A . Download the latest
M ":""' 'L‘:'—"—“:—J SR 3) b "Data Input 2% cnler delsls oo capilid VerSion at

| ettt J 2)in " Dala Input 1", anbar utiity imprenvenied r.r.ql:ftr. in the Sohl bhe ool
m"i:,"‘m""”m/ . e byl http://efc.sog.unc.edu.
| ‘ Find it in Resources /

1o diffecant pageas,
Tools.

4} In"20-Year Projections” wew yuun fund e =l
progachons far 20 years andd chserm the astmated 1l e o o b !
INCreasas NBedac sach year o pay tor your Cepnal ety hoteand ! TR |
Improvement. No dats entry ragquired on This pege.

A e o ,M e | Tool development was funded

il improneenerd 1 dets : :
Lap‘uxm}wguu “nl”hmm’x?‘ = L ——— by the

virw Iong 16am frends in your hnancal

TS l:d.‘ ince mmn:m ‘ :'...-'-"""-f i ,"‘ PUb“C Watel’ Supply SeCtlon
i s ﬁ”l. illlnr ‘ | of DWR/ NCDENR
T T Lo o e e o | k. , _ and partly by the USEPA

AT f Ertarymary 370 A\ Rancirees l‘ h SUGor STl 870 18 L 3 Emaronmants’ Araeics 2ga
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http://efc.sog.unc.edu/

What the Tool Does

Summarizes your utility’s capital needs in the
next 20 years, and estimates rate increases
needed to fully fund the capital projects, based
on debt and/or cash funding requirements

AR ChniE

Dashboard for Town of Anytown's 20-year Water and Sewer C.I.P. starting in FY14 5 | R

l—- _ User-Friendly Capital Improvement Plan (CIP) Tool for Water & Wastewater Utilities ﬂiﬂ' dﬁ“'npedc"!

mFinancial Reserves mTotal Capital Expense
oAllocated for Future Cash-Financed Projects | Financial Reserves (End of Year) oCash-Financed Total Capital Expenses
35000 o 32,500
= 2
5 H
g ss0m0 2 52,000 .
= =
" 54,000
$1,500
53,000
51,000
52,000
1,000 3500
50 4 |
14 15 16 17 13 19 20 21 22 23 24 25 26 27 28 20 30 31 32 33 34 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34
Fiscal Year Fiscal fear
mmm Annual % Increase -
Rate | Total Cumulative System Investment From Current Year
te Increases (R
== Customer Bill (5,000 gallensimonth) a 10
2
6.0% $48.30 55p 5 ss,000
54232 $43.84 . g o
s 4.9% 540.01 I 545 2 38,
T .24 L
4,27, [liS34.00 $36 Lo 57,000
4.0% 829,35 $30.19 L — r $35 56,000
i 0 $5,000
30% 1 zem 27% 255 273 ZER2EY g5 '
54,000
2.0% 2 0% - S20 d
2oL Lax 20 i 2.0% S2
1 - 15 53,000
1.0% 1 r §10 52,000 -
0.3% -
D%00%0 0% s 51,000 4
0%
14 15 16 17 18 19 20 21 22 23 24 25 26 27 2§ 29 30 31 32 33 34 A

5
14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34
Fiscal Year

Fiscal Year
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'Rate Settlnq

Will it provide sufficient
cost recovery?

What exactly
does this
include?

following the
applicable
laws?

resilient to changing
water demands?

Do these rates send
the right signals to
our customers,
based on our
objectives?

Are we allocating
the costs to the
right customers?

Will our customers
understand these
rates?

be able to pay
these rates?

www.efcnetwork.org
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FuII Cost Prlcmg

Operations & maintenance expenditures

Taxes and accounting costs

Contingencies for emergencies

* Principal and interest on long-term debt

* Reserves for capital improvement

e Source water protection

www.efcnetwork.org
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Rank Your Rate Setting Objectives

Full cost
recovery/ Encouraging

revenue conservation p)
stability )

4.

Maintaining
affordability Refer to this list and focus on the
(keeping rates low highest ranked objectives when
— to whom?) following the guidelines for selecting
the appropriate rate structure design.

Fostering
business-
friendly
practices

www.efcnetwork.org
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Elements of Rate Structure Designs

o N

o 0 hA Wb PE

Customer classes/distinction

Billing period

Base charge

Consumption allowance included with base charge
Volumetric rate structure

(If applicable) Number of blocks, block sizes and
rate differentials

(Optional) Drought Rates
Frequency of rate changes

www.efcnetwork.org
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How Rates and Usage Interact

Raising rates lowers water use

® Rule of thumb: water use declines ~2-6% as rates increase 10%

www.efcnetwork.org
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Frequency of Rate Changes

« Always review your rates annually
(recommended)

* Review your financial health indicators
annually, and then review your rates If any of
the indicators reflect poor financing

* Perhaps less politically charged option: Raise
rates each year automatically based on
inflation

www.efcnetwork.org
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Water and Sewer Rates
Analysis Model

www.efcnetwork.org



Free, rate-setting tool using only MS Excel,
developed by the Environmental Finance Center at UNC.

| UNC Water and Sewer Rates Analysis Model

Ver3|on 2 7 (qmmea March 24, 2014)

r DA DEAnOe CSEMARES LN PEONINSES e H T ORXISH) RROS OIS S

\ Download the latest

formor block rates Residands! an ' non resiuenlis) reles 3. ‘.;-e
INSTRUCTIONS version at
1) Click on tabs at bottom of screento
navigate to different pages. 2) On the “Data Input 1* ab enter cument 5) Comparenew rates o existing http://efc.sog.unc.edu.
& . _ and new rate details in the dark greencells.  rates in "Compare Monthly Bills” _ .
AP nenctoce | Data loput 1) SESESIRSSERRS Chats  Con ’ . and their impacts on costs and
: S AE R HTencts e Find it in Resources /

or "New Rates" .

Tools.

3) On the "Data Input 2" tab enter current
consumption levels, utility finances, and cther
assumptions in the dark green cells.

Tate StroTre
Tool development was funded by
4) On the "Charts"tab, the
gl )
of Year Irui [ /
Trbaksibor o] Public Water Supply Section of
Fund Balance Policy in
\ the dark green cell at | DWR/ NCDENR
\ =]  thetopofthe page. / and partly by the USEPA.
P Mofe. This 1000 mooats the mnpect on 9 LIRY's Jind baisnce of & one dme NICreass i 18188, (sihar I.'lsr snawgeeneaol rale noregses /"' W b
Liodale thie 00l every year and 00 nof cély on analy&is conducied mare Man ane year 5o, A "'"-T“
Copmphd 9 2043 Ervonmental Fmanee Cenlor :! e Dhvevzily of Bodh Carolng, Chiogel AV efc zog.unc.cd v RESQURCES
Funded by #he Pubdc Water Supgly Sechon, .., nesion of W \wr’:‘t:a'\af\: 2 C t of Enwrooment and Naderal QN'ucc and the U.5. Envvonmanfa' Profecton Agency
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http://efc.sog.unc.edu/

http://efc.sog.unc.edu/reslib/item/water-sewer-rates-analysis-model

-

L —
(2] =l =
n Herma It Pagn Lapaut Farrabn Duin [ Wirw
i B &l T |
2 Comy -
Fase ~ I U 1 P =T
= g Farmak Fainier
. e
o3 - ]

A B [ 1] E F (]
Water and Sewer Rates Analysis Model. verios 2.0

Inputs: Rabes and Rate Structures

razhfizrs fom e changes,

Data Input 1

= furte_Anakpain-varaiand - Wicroacét Eocal . " T
Ao B
— i
B
§ - + st Dekde Foomnl i Fired &
. . = Jd r o Subect
] ] K L [ H o [P a A B T U v =

e Feel bo gallons comvernsr

Bl bc| Artoematicaly catneated data; do mot change!

| Rd| Importont Besks

cubic feet = T48 gallons

1
o
3
4| gl cmant rate and ecoound inioamancn in $he dank grasn cads o @nele proyechd
=
]

Rate Structure |Rata Structure Bieel ta BIO00 gallans convernar
: ﬂ?:l‘l;:rg::f;:; mtiu:: £ 1.00 mundred cubic best = §9,34 1000 gallons
] Frmar: EFC: Wt EFC:
10 Hock Aata 1 (81000 pal{Jlj1F your wtikty bas Block Rate 1 (51,000 gal [l of your utiity has Inpi bVl SiTes (sfake acd anal it pakndadnoath
wmiliorm Fabes, use tha Block Rate 2 (37,000 gal)  |unilom ks, s [npad rafes: i 24000 guions

1 Elock Rabe 2 (51 000 gal)
12 Block Rata 3 (51,000 gal)
13 Bl Rabe 4 (51000 D\'-':#.-‘ EFC:

W Final Black Rate (51,000 ga Input Fieal Binck Rate
113 Bz ragardbess of thea
16 Sewer Bese Raba mumber of biocks your
17 Spmpmr ity wesas.

mput t:vniw'hdi

1E Block Rata 1784000 gal{Jl1F your wtility ks
i Binck Rabe 2 (51 000 gal) wmilorm rates, use tha
20|  BockRata 3(51.000 gal) |nput box for “Slock

E1 Block Rabe 4 (501 000 gal) EFC

22 |_Final Black Rt (51 000 ga Input: Fieal Biock Rate
a3

B Fagardiess of thea

Hlock Raie 3 541,000 galj  [Hhe nput bow for
Black Rale 4 (31,000 gal} . [EFC:
Final Block Aata (51,000 galf

Lisa Yo cosvoien aDow for comvading foe oalieo fosf Wil

hisr Fiagandis of tha
numier of blods

Exwear Bassa R
-L“I sa Rl yousr LRty

S
Block Rate 1 (51,000 gaf
Bilack Rate 2 (31,000 gal}
Block Rale 3 (51, 000 ga
Black Rate 4 (31,000 gal|

Final Blcsck Rata (51,000 ga}"

ber of Blocks your oif
25 Rale Structure witibly eaas. [Foemiter oo bty uses
4 fripation Hnins of Accounts
3T | Imhgation Bass Rt R idcatiial Wkar
26 dmpaion EFC: Ragdanhal Sevear
25 Block Rata 1 754000 gal{Jl1F your wtility ks
0 Birck Rabe 2 (31 000 gai)  |eiformn rates, uca tha Cammercial Pinbar
31| BlockRate 305A.000 gap) | Mput bax for “Block Commarical Sawsr [ DR
12 Bk Pabe 4 (501 000 gal) /| EFC:
33 _Final Block Rate (51,000 gall” | Input Fieal Bock Rate: rigaiian Viatar LA0%
u e ragardkess of tha
I ber of blocks your|
15 Tap Fees iy sas. 202 2013 [miscemaneous 22
EL) E . GaliT
3B Ayeraga Bawar Tap Fae 52,0000 §2AD. N Uncolkiciad Bk
i} Feamrage Winter Tap Fas 4 Har-ras e Yisbar
40 Ffommge Imgation Tap Fae
a1
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http://efc.sog.unc.edu/reslib/item/water-sewer-rates-analysis-model

Water and Sewer Rates Analysis Model
- Results

* Results are Excel Spreadsheet with:
— The Fund Balance Under Existing Rates
— The Fund Balance Under Proposed Rates

...Projected for the next 20 years
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http://www.deq.utah.gov/FeesGrants/funds/

drinkingwater/federal srf.htm

Tour of Utah DEQ’s website
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http://www.deq.utah.gov/FeesGrants/funds/drinkingwater/federal_srf.htm
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Contact Information
Michael Grange: Construction Assistance
Section Manager
mgrange@utah.gov
801-536-0069

Ken Bousfield:
Utah Division of Drinking Water
kKbousfield@utah.gov

Zy(801) 536-4207
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mailto:kbousfield@utah.gov

Would you like to subscribe to the
Environmental Finance Center blog?
(choose one)

e Yes
e NO
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Polling Question 5 and
Evaluation Survey Link

Are you Interested Iin receiving in-depth
technical assistance for your small water
system? (choose one)

e Yes

e NO
« Would Like More Information About This
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QUESTIONS

Slides and a manual on this material are coming to:
http://efcnetwork.org/events/webinar-navigate-utahs-srf-program/
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Thank You!

And please let us know if you have any guestions.

Stacey Isaac Berahzer

UNC Environmental Finance Center
berahzer@unc.edu

Skype: StaceyBerahzer

Twitter: https://twitter.com/staceyib_enviro
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