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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

Control Panel: Attendee List )Eﬂ:;wm 5
S
Audio: please choose between speakers and telephone. If
you do not hear audio right now, please check your speaker T —
volume or enter #[audio pin]# if using phone. 1 G et s S

Talking: Suze Smith

(=] Qusstions =]

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 costs.

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,
{t‘ webinars, eLearning, online tools & resources.

www.efcnetwork.org E
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* Environmental Finance Center at University of North Carolina at Chapel Hill

e Southwest Environmental Finance Center

* Syracuse University Environmental Finance Center

* Environmental Finance Center at Wichita State University

* Environmental Finance Center at University of Louisville

e EFC West

e 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

* Asset Management
 Energy Management Planning
* Financial Management

* Leadership Through Decision-making and
Communication

* Managing Drought
e Water Loss Reduction

Collaborating with Neighboring
Communities

Multi-funding

Water Conservation
Management and Finance 101
Climate Resiliency

Workforce Development



Resources for small water systems:
www.EFCNetwork.org

Enter your email to subscribe.. Sign Me Up A
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Financing for the Future: Financial
Longevity for Municipal Operations

Shadi Eskaf
Environmental Finance Center

The University of North Carolina at Chapel Hill

919-962-2785
Eskaf@sog.unc.edu
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Budgeting

T T T T " I
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What will be covered today

Assess financial
performance trends

in recent past Clarify what might be

expected in the future

-~

T T T T " I

Resources to help set plans for
short-term and long-term needs

v
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Assess financial performance
trends in recent past

T T T T I
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Can you answer these questions?

. . O ti

Is your system self-sufficient? p:ra. e
atio

Are you able to cover your debt service after Debt Service
paying for your day-to-day operations? Coverage Ratio
If your customers stop paying their bills, how long Days of
can you maintain operations? Cash on Hand

. . . C t
Can your system meet its short term obligations? ;;;?:

www.efcnetwork.org E
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Whiteboard video:
Financial benchmarking for water utilities

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

FINANCIAL _
BENCHMARKING

www.efcnetwork.org



Local governments:

annual audited financial
statements

Non-governments:

balance sheets, shareholder
reports, annual reports, etc.

www.efcnetwork.org

Where do we get started?
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OpeatinglRate

OPERATING REVENUES -

.27 OPERATING EXPENSES "-

DEPRECIATION

ANNUAL COST OF WEAR
AND TEAR ONTHE SYSTEM

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

www.efcnetwork.org




DEPRECIATION

ANNUAL COST OF WEAR
AND TEARONTHE SYSTEM

www.efcnetwork.org

What is it?

Loss of value of an asset not
restored by current maintenance

* An economic fact for every water
system

* From both physical factors and
functional or non-physical factors

o E0NG..
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Recorded webinar on depreciation for water systems
https://www.youtube.com/watch?v=d8A7MJXFV1U&t=1115s

> »l W) "F207/10302

Webinar: Demystifying Depreciation and How to
Make Use of It

www.efcnetwork.org
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Operaling Revenlss

Operaling [E3penses
ek Depreckiion
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OPERATING REVENUES - OPERATING EXPENSES

PRINCIPAL¥ INTEREST PAYMENTS

www.efcnetwork.org
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Dbt Service Cover

L

-

Ratie

OPERATING REVENUES - OPERATING EXPENSES

PRINCIPAL¥ INTEREST PAYMENTS

Check your bond covenants
or ask your funder

www.efcnetwork.org




Days Cash en hiene

UNRESTRICTED CASH AND INVESTMENTS

OPERATING EXPENSES EXCLUDING
DEPRECIATION & AMORTIZATION / 365

-g[' Read more: http://efc.web.unc.edu/2015/06/24/days-cash-on-hand/

www.efcnetwork.org
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UNRESTRICTED CURRENT ASSETS
EXCLUDING INVENTORIES AND
PREPAID ITEMS

CURRENT LIABILITIES

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

www.efcnetwork.org
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All numbers can be found in the
Proprietary Fund (Water/Sewer

Fund) section in the audited
financial statements

Example from an actual town’s financial statement

www.efcnetwork.org



Statement of Revenues, Expenses, and
Changes in Net Position

Statement of Revenues, Expenses, and Changes in Fund MNet Position

OPERATING REVENUES
Water salez
Sewer charpges
Reuse water charges
Reconnection fees and penalties
Miscellaneous
Total aperating revenues

OPERATING EXPFENSES
Administrative
Water operations
Sewer treatment
Public wtilities
Depreciation
Total operating expenses

Operating income {loss)

Proprietary Fand
For the Year Ended Jume 30, 2014

Major

Enterprise
Fund

Water and
Sewer Fumnd

5 1,251,991
1,134,271

389,633
842 864
541,834
431,935
534,000

270 2606

(238,980

)

&

www.efcnetwork.org

o
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Statement of Cash Flows

Statement of Cash Flows
Proprictary Fund
Far the Year Ended June 30, 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Cash recelved Trom custamers
Cash paid for geods and services
Cach pid 1o o on behalf of cnployess for services
Cumtamer deposiis received
Unheer optraliog revemies
Met cash provided (uwsed) by operating perivines

CASH FLOWS FROM NONCAPITAL FINAMCIMNG ACTIVITIES
Tramsfer 1o acher funds
Toml cash flow from noncapital financing activities

CASH FLOWS FROM CAPITAL aND RELATED FINANCING ACTIVITIES
Capital contribution - accexs fees
Capital contribution = MC Bural Center grant
Capital contribution - COBCE pram
Principal paid an bondadoens
Imierest prid oo bondsboans
Acquisition amd conslruchon ol capilal assels
et cash provided (used) by capical and reloted finsncing activities

CASH FLAOWS FIROM INVESTING ACTIVITIES

Major
Enterprise
Funad

Water znd
Sewer Fund

§ 27182
{1,401 513
{94R 205
1710

276404

A02,51 8

[ 12,000)

(12,000

IR: GR
1,462
12, 6ix)

(436,450

=

(454, 138)

(349,060)

T Nl

LY

www.efcnetwork.org
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Statement of Net Position

Statement of Met Position
Proprictary Fund
June 30, 2014

ASSETS

Current assets:
Cash and cash equivelents
Accounts receivable (net) - billed
Accounts receivable (net)y - unbilled
Duse from other governmenis
Prapaid iterms |
Restric

Total current assets

redd cash and cash equrvalents ii;}i

&)
L8 -

Moncurrent assets: f' ‘.} _(""']'
Capital assets;

Land and construgiion in progress

Other capital assetz, net of depreciation

Capital asscls

Total noncurrent gssets
Tatal assals

LIABILITIES
Current labilities:
Accounts pavable and sccrued lisbilities
Acerued bond interest
Customer deposing
Current portion of long-term debt
Total curresyt labdlities

M
4
Moncnreeat lahilitiess: (‘J} o {E} s @

Major
Enterprise
Fund
Water and
Sewer Fund

PeD,

8 2415013
319,598
56,817
150,201

14,811

169,675
1,126,115

) (D

2,870,862
16,0590, 950
12,9461 212

12961812
% 16,087,927

109,426
5,134

ey 492
432,459
596,311

i
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Important: don’t just look at last year

Example. Last fiscal year’s ratios:

* Operating ratio =1.02 \/
* Debt service coverage ratio =1.15

* Days cash on hand = 145 \/
* Current ratio=1.2 \/

Potential conclusion: “we’re on the right track”

www.efcnetwork.org
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Did you generate the revenues needed to pay for O&M and a little for capital?

Assessment for Example utility

Did you generate the revenues needed to pay for O&M by itself?

consider the trends in the last 5 years

Did you generate the revenues needed to pay for O&M and existing debt service?

Operating Ratio, including depreciation

0.40 -
0.20
0.00 T T
2012 2013 2014 2015 2016

Operating Ratio, not including depreciation
2.00
1.80
1.60

1.40
1.20

1.00
0.80
0.60
0.40
0.20
0.00 T T T
2012 2013 2014 2015 2016

Debt Service Coverage Ratio
2.50

2.00
1.50

0.50

0.00 T T
2012 2013 2014 2015 2016

Did you have enough liquidity to pay your current liabilities at the end of the year?

How many days could you continue to operate the utility with the cash levels avail

able?

Quick Ratio

2.00
1.80
1.60

2012 2013 2014 2015 2016

Days Cash on Hand

300 -
250
200

150 |

2012 2013 2014 2015 2016

E ENVIRONMENTAL FINANCE CENTER




Tool: Financial Health Checkup for Water Utilities

http://efc.sog.unc.edu or

http://efcnetwork.orqg

Find the most up-to-date version in Resources / Tools

Financial Health Checkup for Water Utilities

ENVIRONMENTAL FINANCE CENTER

| UNC

What does this tool do?

the user, The tool demonstrates the financial strengths and weaknesses of the utility fund in the past 5 years.

Features:

Simple data entry (uses data already reported in your audited financial staterments)

& financial perfermance indicators with explanations

Set your own targets

Assessment of last year's financial ratios, improvements since previous year, and five-year trends
Guided navigation through hyperinked images

What are financial indicators?

Watch a whiteboard vides explaining financial performance indicators in Ly terms,

This tool assists in the assessment of the finandial performance of a water (and/or wastewater) utility fund. Financial data readily available in annual financial
statements are copied into this tool, which computes key financial indicators that measure a variety of important metrics, such as the ability to pay debt service,
availability of cash to pay for operations and maintenance, the sufficiency of revenues generated, etc. Fach metric is compared against targets that are specified by

Did you generata the ravenuss nesdad to pay for D&M and a little for capital?

Excel®- based tool
Free to use

Assessment for Town of Anywhere

Did you ganerats the revenuas nesded to pay for D&M by itself?

Didyou genarata the ded to pay for O&:M and

Operating Ratio, including depreciation Operating Ratio, not including depreciation Debt Service Coverage Ratio

200 200 250
180 180
160 180 200
140 ey b
o ot o~ . 150
oot . . o
080 080 100
060 080
.40 040 050
220 220
.00 .00 o)

210 2011 2012 012 2018 2010 o1 2012 012 2012 2010 0m 2012 2013 2018
Did you have enough liquidity to pay your current liabilities at the end of the year? How many days could you continue to operate the utility with the cash levels available? How much have your utility's assets depreciated [nearing the end of their lives;

?

oo Quick Ratio

600
500
400

300
200
100

0.00
2010 2011 012 2013 2014

T~

2010 2011 2012 2013 2014

Percent of Capital Assets Depreciated

10%

100%

2010 2011 2012 2013 2014

Created by the Environmental Finance Center at the University of North Carolina, Chapel Hill’s School of Government

www.efcnetwork.org

A resource for water systems from the EFCN’s Smart Management for Small Water Systems project
funded under a cooperative agreement with the U.S. E.P.A.
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Tool: Financial

Flela In The TiNancial statement/ LAFK
Total Operating Revenues

Total Operating Expenses

Depreciation & Amortization Expenses

Debt Principal Payments

Debt Interest Payments

Current Assets, excluding inventories, restricted cash, prepaids
Current Liabilities, excluding deposits & bond anticipation notes
Unrestricted Cash & Investments

Total Accumulated Depreciation

Total Depreciable Capital Assets

Did you generate the revenues needed to pay for &M and a little for capital?

ng’gjmlsities

Enter as shown in the Total Operating

Enter as shown in the Total Operating

Depreciation and amortization are list

Enter 50 if there were no debt service

Enter S0 if there were no debt service

Total Current Assets minus all invento

Total Current Liahilities minus all refu

Unrestricted Cash & Investments (and

Total accumulated depreciation on ca

U U Ulg U Ulb
$ 3,984,193 $ 3,965,968 S 3,901,253 $ 4,459,727 $ 5,074,590
$ 4,165,641 S 3,736,470 $ 4378937 $ 4,789,087 $ 4,896,441
$ 681,808 635,807 § 656,255 $ 668,160 $ 684,561
$ 323,177 $ 331,520 S 339,490 S 342,512 $ 265,342
$ 55,289 $ 53,350 $ 47,011 $ 38474 S 147,909
$ 6,614,237 $ 4,004,526 S 4756,504 $ 5,362,317 $ 7,808,389
$ 1,247,456 $ 456,465 S 225164 S 750,171 S 691,223
$ 6,297,233 $ 3,406,963 $ 4,149,266 S 4929329 $ 7,580,205
$ 12,976,114 $ 13,611,921 § 14,268,176 S 14,936,336 $ 15,620,897
$ 30,575,353 $ 30,686,885  $ 30,867,768 $ 30,994,872 $ 31,291,993

Key: plue line = target
(edit targets in Step 2)

(@ Financia Hesithcheckup

Five-Year Trends

Above dotted line = exceeded target (zood)

Below dotted line = did not meet target (needs improvement)

Assessment for Sample Utility

Did you generate the revenues needed to pay for 0&M by itself?

Enter the total value of capital assets

Did you generate the revenues needed to pay for 0&M and existing debt service?

Operating Ratio, not including depreciation

Operating Ratio, including depreciation
2.00 4
3.00
180
250 160
140
200 120
150 100
..................... ; b
100 gornmr— " 060
050 040
020
0.00 0.00
2012 2013 2014 2015 2016 2012

2013 2014

2015 2016

Debt Service Coverage Ratio

2013

2014

2015 2016

Did you have enough liquidity to pay your current liabilities at the end of the year?

How many days could you continue to operate the utility with the cash levels availabie? How much have your utility's assets depreciated (nearing the end of their lives)?

Quick Ratio
12.00 700
10,00 500
800 200
600 400
300
400
200
200 100
000 0!

2013 2014

2015

Days Cash on Hand

2016 2012

2013 2014

2015 2016

0%
10%
20%
30%
0%

Percent of Capital Assets Depreciated

50%
60%
0%
80%
o0%
100% +

2012

2013

2014 2015 2018
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Clarify what might be
expected in the future

T T T T I
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The onus will continue to be on local governments to
pay for their own infrastructure

State and local government spending on water and wastewater utilities continued
to grow while federal spending declined since the 1980s
State and local governments spent 24 times as much as the federal government in 2014

5114

$120 $105
Reportedin billions of 2014 dollars nents

$100
$80
S60
$40
220 A Federalgovernment  54.4
SO I 1 T T T T
1956 1966 1976 1986 1996 2006 2014

Graphed by the Environmental Finance Center at the University of North Carolina, Chapel Hill.

Source: Congressional Budget Office supplemental data for the Public Spending on Transportation and Water
Infrastructure, 1956 to 2014 report (March 2015). Displays public spending on supply systems for distributing
potable water as well aswastewater and sewage treatment systems and plants. Real spendingis shown after
adjusting nominal spending to their 2014 dollar equivalent using infrastructure-specific price indexes.

.5.[ http://efc.web.unc.edu/2015/09/09/four-trends-government-

www.ejcnetwork.org E

ENVIRONMENTAL FINANCE CENTER



Federal funding has declined.

Federal spending on water and wastewater utility

infrastructure decreased in the 1980s and after 2000
Reported in billions of 2014 dollars

$18 - $16.8
$16

$14 -
$12 -
$10 -

Mostly
rants
g Mostly i i

T T I
19586 1966 1976 1986 1996 20086 2014

Source: Congressional Budget Office (March 2015), Public Spending on Transportation and Water Infrastructure
19356 to 2014

http://efc.web.unc.edu/2015/05/14/federal-funding-trends-for-water-and-wastewater/

www.efcnetwork.org E
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http://efc.web.unc.edu/2015/09/09/four-trends-government-spending-water/

I b LY RIPE CIUW IR e Rl Il e CETILE L LTS LNV ET BILY I INL LY 1L L, e rmim

Source: Congres sional ;~'_||.;:,:-I. t Office supplemental data for the ‘ubli LY .'Jr|,..' on .'.'.,'||\|||,'-,r tation and Water
Infrastructure, 1956 to 2014 report (A 1.,-| h 2015) I nlays public spendin supply syster r-|'-::|s.r!=i::--ll"5‘
potable water as well asv lw ater and sewage treatment systems an I| I 1ts. Real spending is shown after

adjusting nominal spending t jr 2014 ¢ IIr Uiy -~i|!!;i r‘.!:'II:-II..I-"'-:I--.li- .'.l|il"||'\:"'.\-":

Four Trends in Government
Spending on Water and
Wastewater Utllltles Since 1956

SHADI ESKAF / 0 COMMENTS

ITI

& print @ PDF

According to data collected and published by the Congressional Budget Office
(CBQ), federal, state and local governments in the United States spent more
than $2.2 trillion in the last 59 years on operations, maintenance and capital

infrastructure of water and wastewater utilities. That equates to more than
{f %4 131 000 000 00N in 2014 dollars adiustine for inflation of infrastrictire-

www.efcnetwork.org E
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Nationally,
construction costs
are growing at a
little less than
3%/year (CCl).

Faster than the “rate
of inflation” (CPI-U).

Annual Changes to the Construction Cost Index
and to CPI-U ("Inflation")

- -8~ -Inflation (Annual Change in the CPI-U)

7.0% -

6.0% 1 =4 Annual Change in the Construction Cost Index

5.0%
4.0%
| -
0
> 3.0%
ey
X
2.0%
1.0%
0.0% 1 T T 1T 1T T 1T 1T T 1T 1T T T T T T T T T T 71 7T 1 T T 1
u::hoomor!nlm:rmmhoamo‘—!mm:rmmhwgo‘—!mm:r
00 0 0 W O O O O O & & O O O O O O QO QO O QO O 9O L e T B B |
OO OO OOy oy hoh ©O OO0 OO0 0 OO0 06000 O0 O
9{ Lo B o B B I B B I o A B B I T o TR o R o TR o Y o O o R o TR o T o Y o Y e I ' N e N e Y ¥ A o N ¥ |
-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.

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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Water use is declining for many systems.
Could mean lower revenues.

Total Water Volume Sales in 2012 Compared to 2006 in
129 Utilities Nationwide

19% sold 2%-10%
lessin 2012

33%sold 11-24%
lessin 2012

7% sold at least
25% less in 2012

Data analyzed by the Environmental Finance Center at the University of North Carolina, Chapel Hill and Raftelis
Financial Consultants, Inc. Data Source: Biennial, national AWWA-RFC Water and Wastewater Rate Surveys in
2006 and 2012. Water utilities that reported their total daily gallons sold (MGD) in 2006 and 2012 are included
in this analysis. 81% of the sampled utilities increased total number of accounts from 2006 to 2012.

® Source: EFC Environmental Finance blog post “Even Total Water Demand is on the Decline at Many Utilities”
\f http://efc.web.unc.edu/2014/04/15/total-water-demand-on-the-decline/

www.efcnetwork.org E
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Long-term planning for
municipalities is critical

—E

Growing operations and

: Changing customer base
maintenance expenses

Capital expenses to rehab/

S Changing demand patterns
replace existing infrastructure gINg P

Capital expenses to add new

! Demographics and conditions
infrastructure grap

Sources of (capital) funding
and priorities

www.efcnetwork.org




Capital expenses to rehab/
replace existing infrastructure

| |

www.efcnetwork.org E
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Two things all water systems should
(or even must) do:

Asset Management Planning
&
Capital Improvement Planning

www.efcnetwork.org



A & 4) Life Cycle Costing

,g 5) Long-Term Funding

www.efcnetwork.org
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Current state of the assets

List all of your 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




Asset Inventory

ID Number

Category

Type

Size

Manufacturer

Serial
Number

Location

Installation
Date

Condition

Energy
user YiN
(if Yes,
See
Energy
Inventory)

Comments

Source: A.M. KAN Work!

www.efcnetwork.org
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Level of service

Involve '\
S

Customer
Measurable Track Progress
Goals: Internal m 1owards
and External Meeting Goals

Involve

staff @

What would my customers want?

www.efcnetwork.org




What is the probability or likelihood
that a given asset will fail?

What is the consequence if the asset
does fail?

www.efcnetwork.org
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Criticality — 2 parts

MEDIUM RISK

@ These assets have a long remaining
— useful life, but if they failed, the
- consequences would be major.
(W
LL
LY .
O
QO
o
C
Q
=
g LOW RISK MEDIUM RISK
ol These assets have a long remaining These assets are nearing the end of
- useful life, and even if they failed, the their useful life, but if they failed, the
8 consequences would be minor. consequences would be minor.
Probability of Failure >

www.efcnetwork.org @
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Prioritize asset

e,

rehabilits

Example System Inventory Worksheet

¢ Prioritization Worksheet

Date Woﬁ(sheqfc:mpletedmpdated: 8/14/02
e —

Aaset Ul Lo | Condton Sendeebistoy | il | A | Ungilie | meorance Redundancy (1 igh)
Well'1 (1993) 30 Good, 30 9 21 Needed for service: Other well, ut need Imckup 6
Well- 1 pump 10 Gereel Rehalr (1996) 10 9 1 Needed: for service Other well, Tut need backup 3
Well 2 {1933) 30 Good, 30 g 21 Needed: for service Other well, but need backup 5
Well 2 pump 10 Gered Rehab (1998) 10 g 1 Needed for service: Other well; Tt need: backup 3
Pumphouse (1993) 30 Good. 30 g 71 Needed for 1ervice: Other well; bt need. bockup ]
E:I;e;ﬂ?}ofﬁn : 10 Some: covrodion Rehalr (1994) 10 g 1 Needed. for comtvel Nerredundancy - corvesien 2
Chlerinator (1993) 10 Geod Rehalr (1998) 5 3 Z Mandatery Neredundancy - need backup 1
Steragetank 1 (1993) 0 Good ?:Ie ?f(ljg{)( " 40 9 31 eed for fire-flew and demand. Other Tanks &
Stovagetank 2 (1993)| 40 Good ?b\f%g 5'3000) - 40 9 31 O Other tanks p
Sterage tank 3 (2000) 40 Alimest new 40 2 38 leed-for fve-flew and demand Other tanks &
Digtrilndion System:
Hydranty (15) 40 Unknewn 40 g 11 Needed for public safety Other hydranty 5
Valves (45) %0 Unknown 6 valves don't work 40 9 11 Needed for isclation ﬂl{’;ﬂgﬂf& bt sowne are 4
6-inch (PVC) 60 Unknown 60 g 51 Needed for delivery Ner redundeancy 6
4-inch (PVC) 60 Unknown 60 9 51 Needed for delivery Neredundancy 6
2-inch (PVC) 60 Unknewn Repair breaky (2/year) 60 9 31 Needed fov delivery Ne redundancy 6

www.efcnetwork.org

Source: EPA’s “Asset Management: A Handbook for Small Systems”
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Asset Management Pl

7

S B

an (AMP)
* Once assets are prioritized, come up with a

timeline to replace or rehabilitate your
current assets in grouped projects

* AMPs can be for 20+ years — as long as
necessary

* You don’t have to figure out how to pay for
everything 20 years from now, but...

www.efcnetwork.org
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Capital Improvemen

.

t Plan (CIP)

AP
- o

An official multi-year document that identifies and
prioritizes capital projects in the near future,

identifies funding sources, and sets timelines for
projects.

Include projects not listed in the AMP.

www.efcnetwork.org
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Example of a simple Capital Improvement Plan

Planning Years [Values in 000s)
Project Hame Fr 02 Fr 03 Fr 04 Fr 05 Fry 06 |Future Total
Water Supply & Treatment
Water Treatment: Ohjective i
Lime pumps and slakers F40 740
Chermical Enclozures a00 a0n
Filter #-18 Cantrol 230 330
Filker Gallere Rehab 1,140 1,140
High Service Pumps 1.500 1.500
Uparade or Replace Reclaim Systern Drer 200 200
Mew Membrane Skids h,700 h,700
Sodium Hypochlorite Plant 2,000 2,000
Additional Storage T anks 5.000 2,300 2,300
Repair B/0D Capacity 150 150
Filker G allery Mech Parts 300 00
AMIS 150 150
WFDz - HSP 344 344
M embrane Beplacement 1,600 1,600
Painting of " ater Plant 3.000 3.000
Phasze |l Ernergency Power Generator 1,500 1.500
Portable Generator - South Well Field 160 160
Repalcement of Fuel T anks 1710 1710
Upgrade of Existing Control Systern & WTP 580 580
@ o | .
\f WWater Treatment T otal SERERE. P2 1= U EERERE. 1i= o EERERERR: 18 |\c) BEREREc e 7 o EERER <R 1 A RSN =P L B P §

www.efcnetwork.org E
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How to pay for capital improvements

* Pay as you go (current receipts)
e Save in advance and pay (reserve funds)
* Pay later (someone loans you money)

* Grants (let someone else pay)

www.efcnetwork.org




Typical sources of external funding

Bonds Revenue bonds, GO bonds

From banks, or can be subsidized:

Loans .
e.g. WIFIA, USDA, SRFs (EPA/State), State agencies

Grants From agencies:
e.g. CDBG (HUD), EDA, ARC, State agencies

www.efcnetwork.org
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Funding Sources by State
Note: Some states may have additional resources listed below the map.
Click on the map below to view fundina sources for each state:

Click on an e e
individual state to MT ND VT

view funding table. N iy

N OR o
- Wi l NY MA
WY RI
" PA cT
NV = A DE
CA co o VA e
KS MO b DC
NC
oK b
G NM AR 5C
ms AL GA
AK A e
FL
HI

www.efcnetwork.org
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Capital investments are just the tip of the iceberg...

Cost

(_|—35-40%

Acquisition
60-65%
A
[ \
Refurbish Refurbish
7N
,' Maintenance \ Disposal

I\

>

Source: Adapted from Steve Allbee, USEPA

www.efcnetwork.org E
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Resources to help set
plans for short-term
and long-term needs

www.efcnetwork.org




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

Free, simplified Excel tool allowing you to track and benchmark financial
performance metrics for your water/sewer fund in the past 5 years

Financial Health Checkup for Water Utilities

UNC ¥

m

ENVIRONMENTAL FINANCE CENTER [ rr—
‘Sma Water Systems
Developed by the Environmental Finance Center A resource for water systems through the Environmental Finance Center Network's
at the University of Narth Carolina, Chapel Hill Smart Management for Small Water Systems project, funded under a cooperative
http:/fefe.sog.uncedu agreement with the U.5. Environmental Protection. http://efcnetwork.org

What does this tool do?

This tool assists in the assessment of the financial performance of a water (and/or wastewater) utility fund. Financial data readily available in annual financial
statements are copied into this tool, which computes key financial indicators that measure a variety of important metrics, such as the ability to pay debt service,
availability of cash to pay for operations and maintenance, the sufficiency of revenues generated, etc. Each metric is compared against targets that are specified by
the user. The tool demonstrates the financial strengths and weaknesses of the utility fund in the past 5 years.

Features:

Simple data entry (uses data already reported in your audited financial statements)

6 financial performance indicators with explanations

Set your own targets

Assessment of last year's financial ratios, improvements since previous year, and five-year trends
Guided navigation through hyperlinked images

What are financial indicators?
Watch a whiteboard video explaining financial performance indicators in lay terms.

@ ENVIRONMENTAL FINANCE CENTER




D Funding Sourges by State 3 4 kT —gE— LéJ =
& ¢ [ http://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 fundina sources for each state:

Click on an e e
individual state to MT ND VT

view funding table. N iy

N OR o
- Wi l NY MA
WY RI
" PA cT
NV = A DE
CA co o VA e
KS MO b DC
NC
oK b
G NM AR 5C
ms AL GA
AK A e
FL
HI

www.efcnetwork.org
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Water & Wastewater Rates Analysis Model

http://efc.sog.unc.edu or http://efcnetwork.org
Find the most up-to-date version in Resources / Tools
Free, simplified Excel tool allowing you to model and compare two rate
structures on your projected fund balance

',_/_’ ~

Water & Wastewater Rates Analysis Model R
£ Version 2.8.2 (last updated August 4, 2015) \,
AT AN
i . _‘-1;_ moucH
[ Ll "2/ NcpEnr B

Developedby the EnvironmentalFinance Center at the University of North Caroling, Chapel Hill Funded by the U.5, Erwironmental Protedion Agency and the Public WaterSupply Section
http://efcsog.unc.edu of the Morth Carolina Department of Environment and Matural Resources

ENVIRONMENTAL FINANCE CENTER

DESCRIPTION
A do-it-yourself, simplified financial model to assist utility managers and private system owners in setting water and wastewater rates.

FEATURES
Comparisons of annual fund balance projections (for up to 20 years) under proposed new rates vs. staying with existing rates
Adjust rates for the next 1-5 years Up to 12 rate structures Uniform or black rates (up to 10 blocks)
Model changes to accounts and water use Customizable list of operating and capital expenses Building up reserves through rates
Compare monthly bills under new rates vs. existing rates Assess revenue sufficiency and fund balance
Error natifications

INSTRUCTIONS

2) In the green "Data Input” worksheets,
1) Navigate using worksheet tabs at bottom of screen input data in the dark green cells \x

or following arrows and clicking on buttons l
View Results \
F £

[ &

versus ‘New' rates {grapte of = Bxckting

“Existing’rates = =
How new rates compare to existing rates -
new .
. | Igiaphs of moriy ts) [ - i Watch out for red "Error”
{ .$ﬂ:: o semsnpdec messages describing

where data entry errors

ENVIRONMENTAL FINANCE CENTER
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AWE Sales Forecasting and Rate Model

FINANCING .
SUSTAINABLE £ & fin
FATATER B> Alliance  Effciency

i Water Efficiency

Rates. Revenue. Resources.

HOME WATER EFFICIENCY BUILDING RATES IMPLEMENTATION FISCAL SUSTAINABILITY TOOLS RESOURCE SEARCH

Home Tools AWE Sales Forecasting and Rate Model

Available at Building Better Water AWE Sales Forecasting and Rate Model
Rates for an Uncertain

http://WWW.fina ncingsustaina blewate r.org/ World The AWE Sales Forecasting and Rate Model is a new analytical tool that can explicitly model the effects of

rate structures. Typical water rate models assume that future sales are known with certainty, and do not

respond to price, weather, the economy, or supply shortages — that is to say, not the world we live in. The

:fn;d:’mm AWE Sales Forecasting and Rate Model addresses this deficiency and enables analysis of the following:
* Customer Consumption Variability - weather, drought/shortage, or external shock
Rate Maodel Video Tutorials + Demand Response - Predicting future block sales (volume and revenue) with empirical price
elasticities
Request Tools * Drought Pricing - Contingency planning for revenue neutrality
* Probability Management - Risk theoretic simulation of revenue risks
Rate Model User Guide * Fiscal Sustainability - Sales forecasting over a 5 Year Time Horizon

The Rate Design Module can answer these questions:

Appendices: Costing

Methods, Demand _ _

Forecasting and Revenue * What effect would increasing the top tier S EEE————
Modeling rate by 15% have on water demand? = T ——

* Will shifting to seasonal rates cause water
use to increase or decrease? —
Communications Tools + What block rate design could allow us to L t—— | —
preserve our current level of revenue
while reducing demand? "
* How should we adjust rates to support our |, - B
water demand management objectives ‘ .1
during water shortages? s T s -
= What proportion of customer bills will

www.efcnetwork.org
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Plan to Pay: Séénarios to Fund your C.I.P.

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

Free, simplified Excel tool allowing you to list your capital projects and
plans for funding them, and automatically estimates rate increases

s UN( Planto Pay: Scenarios to Fund your C.L.P. (Capital Inprovement Plan) T
,/ @ ’ = Version 2.6 (updated November 2015)
/ e e 20-year capital planning Debt andfor capital reserve financing options G uts Simple data needs
Financial dashboard outputs Estil 'S necessary rate increases over to pay for capital projects
Start
s (= INSTRUCTIONS | |
Enter CLP. 3) In "Data Input 2", enter details on capital
;]"w' 2) In "Data Input 1", enter utility improvement pro_jects _in the ﬂgm_hlue cells.
1) Use tabs at bottom of characteristics, rates and usage information Each row is a different project.
screen and buttons to in blue cells.
navigate to different pages. :""“" = =
o incumed for o
% S
WA b W] batuctor | Datainput i But oot T H-Vew Prjectens — ==
T
T

4) In "20-Year Projections”, view your fund balance

projections for 20 years and observe the estimated rate |
increases needed each year to pay for your Capital
Improvement. No data entry required on this page.

ermrr—

[}
I
i
§
i1
i
i

N ﬂ ;}‘_i
i
i
i
i
i

EOREsnGY

5) After all your utility information and
capital improvement project details are "o i esaEanaaEaeE e fRE e anananm s
entered, go to the "Dashboard” to
view long term trends in your financial
reserves, rate increases and average
bills, and capital investments.

www.efcnetwork.org
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Software: CUPSS (EPA)

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

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

5
My . My My F St y
- Inventory 3" &M Q Finances r ¢ Check up 4 CUPSS Plan

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

April 2005 L

-

What would you like to do today?

Enter a Mew Task or Work Order

Do Somie Training

Z0 21 22 23 24 5 26

27 28 29 30 1 Z2 3
Create or Update My Schematic Search Asset and Maintenance 4 5 P 7 & ) 10

[M‘r 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 Reports Work on My CUPSS Plan | Assets Needing Update 1 0|
: |Number of High Risk Assets | | 2|

www.efcnetwork.org @
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Guidebooks on setting rates/financial planning
SEPA  Setting Small Drinking Water

United States

megrearees: System Rates for a Sustainable

Future
Developing Rates One of the Simple Tools for Effective
for Small Systems Performance (STEP) Guide Series

www.efcnetwork.org
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https://www.epa.gov/dwcapacity/asset-management-resources-small-drinking-water-systems

e 1 United States
L Environmental Protection
\’ Agency

Environmental Topics Laws & Regulations About EPA

Contact Us Share

Building the Capacity of Drinking Water Systems

Building the Capacity of

oo Asset Management Resources for

Home

About smal sysems Small Drinking Water Systems

Small System Resources

Asset management is the practice of managing infrastructure capital assets to minimize the total cost

Information for States of owning and operating them, while delivering the service level customers desire. This management

Compliance Help framework has been widely adopted by the water sector as a means to pursue and achieve

sustainable infrastructure.
Capacity Development

Partners
The documents and tools below explain the benefits of asset management and ways to implement
(chp)ﬁtca?:tp:uty Development specific asset management practices for small systems.

You may need Adobe Reader to view files on this page. See EPA’s About PDF page to learn
more.

e Asset Management: A Best Practices Guide

{PNF) (1 nn 244 K Anril 70NR EDA R18_C.NR_N14Y

www.efcnetwork.org E
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https://www.epa.gov/sites/production/files/2016-04/documents/am tools guide may 2014.pdf

Reference Guide for
Asset Management Tools

Asset Management Plan Components
and Implementation Tools for

Small and Medium Sized Drinking
Water and Wastewater Systems:

May 2014

www.efcnetwork.org
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Resource Webpage for Capital Planning
www.efc.sog.unc.edu/ Search for “Capital Planning”

ﬂ ENVIRONMENTAL FINANCE CENTER

Mission Statement

We work to enhance the ability of
governments and other organizations to
provide environmental programs and
services in fair, effective and financially
sustainable ways.

Project Tools

User-friendly Capital Improvement
Plan (CIP) Tool for Water &
Wastewater Utilities

mmsee=  Calculator, 03/20/2014 (MS
Excel, 802 Kb)

Enterin all capital
projects and this tool will
project your fund balance (revenues,
expenses and reserves), and necessary
rate increases for the next 20 years,
and more!

: . Future"
What to Include in your Capital Plan:

o Daad a chart hlaa nnct an calactinn an annranriyg

www.efcnetwork.org

PROJECT

CATEA G ATLEE.
SN0 JAIT

Blog Post on "Using an Index to | praxnimeseon

About the School | Courses and Resources |

Q search this site

About Services Programs  Resources  Evdg

Summary of
"What to Include in Your Capital Plan: A Reference Guide for NC Water and Wastewater Utilities"
Last updated: February 2011
&
“
A BN j -! \ J &
i
AN & -
" s S o
WENER iy )
- & oY & &
%;5\‘"‘%@‘ S @@' ) & &
< EE S & & &
= s & & &
o G & & o8
£ & & &
> * & & o

Categories < = & & &

This project, py [Gesl stetement/introduction to your
i capital plan

Support projeq |o., of documentation of capital plan 2 ] 2
Department of| [cqua pasning tme period 2 | @ 2 | @ g | @ 2 ] ] 2 ™
together Many| oucripton of sstems g | & | & a >
water and WaS! |gng capscity and demand g | e |8 | &8 | &8 |® L
creation of @ C{ |pecription of customers a a ] -]
Management P [inventory of existing ssets (details on 2 2 2 2 2 2 2

each asset)

Condition of systems =] ® =] ® =] "] =] -] "]

Project-specific detalls (complete for

each project in every year) = @ o @ = @ | @ @ @

Financial planning (complete for each 2 ) 2 2

Long-term planning descriptions (may be = = = o o

not project-specific] L = L = = L =

|Approvals -] -] 2 -] 2 2 B

Updating the capital plan -] =] -] -] -]

Ties of links to other studies [} @ [} @ [} @

For updates and to view details in each category, go to http://www.efc.unc.edu/projects/capitalplanning.html |
Created by the Environmental Finance Center at the UNC School of Gavernment
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Environmental Finance blogs
http://efc.web.unc.edu/

or http://efcnetwork.org/small systems blog/

. xe S N - ;;—. A ‘r't'if 2
ENVIRONMENTAL FINANCE BLOG P :’i 4
yo—w[u}(o—u/:a(‘/iﬂﬁk\. & mattera.

~
E”E@'N Innovative Finance Solutions for Environmental Services

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

Key Financial Indicators for Water Systems: Revenue
Stability

SUBSCRIBE

TOPICS.

Whitten by: David Tucker

The Revenue U pS and DOWI‘IS Of Feancal Benchmarking David Tucker is a Project Director at the Environmental Finance Center at the University of North Carolina at Chapel
the Water Business — =

hl.' .'I.'l

www.efcnetwork.org E
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Small water systems: WWW.EFCNetwork.org
Workshops, webinars, Sign up for free in-depth Collection of resources for
and recordings (multi-day or multi-hour) small water systems

direct assistance (tools, guides)

Enter your email to subgliribe... Sign Me Up A

Finance Solutions for Ex vironmental Servic

Inno

oA g O

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

sy )
= Sm anage t for Small Water Systems:

Free , thanks to Is.m Management fo Improving small water systems through sustainable finance and management

Small Water Systems

a cooperative L \
agreement with =8

the U.S. E.P.A.
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Financing for the Future: Financial
Longevity for Municipal Operations

Shadi Eskaf
Senior Project Director

Environmental Finance Center at the University of North Carolina,
Chapel Hill

919-962-2785
eskaf@sog.unc.edu

http://efc.sog.unc.edu

o~ http://EFCNetwork.org
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