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Best Resource: EFCNetwork.org
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• Learn about the project priority list

• Understand your system’s financial 

position

• Discuss how to raise appropriate 

revenues

Webinar Objectives
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Project Priority List
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Minnesota Funding Acronyms

DW
Drinking Water

CW
Clean Water
(Wastewater and  
Stormwater)
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Minnesota Funding Acronyms

PPL
Project Priority List

IUP
Intended Use Plan
(list of ranked projects 
that are ready for 
funding)
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Minnesota Funding Acronyms

MDH
MN Department of 
Health

MPCA
MN Pollution Control 
Agency
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Minnesota Funding Acronyms

PFA
MN Public Facilities 
Authority

DEED
MN Department of 
Employment and 
Economic Development
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Minnesota Funding Acronyms

SRF
State Revolving Funds
(infrastructure loans)

PSIG
Point Source Implementation 
Grant

SCDP
Small Cities Development Program

WIF
Wastewater Infrastructure Fund
(affordability grants)

RD
USDA Rural Development
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• PPLs identify cities seeking funding for 

wastewater and drinking water 

infrastructure projects over the next five 

years

PPL = Minnesota Priority Lists for 

Water Infrastructure Projects
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• Cities submit PPL requests to MPCA 
(clean water) and MDH (drinking water) as 
first step in funding process
– Clean Water PPL Deadline (to MPCA) – first 

Friday in March

– Drinking Water PPL deadline (to MDH) – first 
Friday in May

– CW & DW IUP Deadline (to PFA) – first Friday 
in June

PPL = Minnesota Priority Lists for 

Water Infrastructure Projects
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• State grant and loan funding follows PPL 
priorities
– RD and SCDP also consider PPL priorities

– PPL lists used by state and federal agencies 
to coordinate funding

• Score and rank
– Based on Public Health and Environmental 

Impacts

PPL = Minnesota Priority Lists for 

Water Infrastructure Projects
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State Funding (PFA/MDH/MPCA)

CW & 
DW SRF
Low Interest 

Loans

PSIG
Grants to Meet 
More Stringent 
Pollutant Limits WIF

Affordability 
Based Grants

SCDP
Block Grants 
Administered 

by DEED

USDA RD
Loans & 
Grants

Federal Funding

CW & 
DW 
PPLs
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Understanding Your Water 

System’s Financial Position
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Can You Sleep at Night?

Is your system  self sufficient?

Are you able to cover your debt service after 

paying for your day to day operations?

If your customers stop paying their bills, how 

long can you maintain operations?

Can your system meet its short term 

obligations?

Operating

Ratio

Debt Service 

Coverage Ratio

Days of 

Cash on Hand

Current

Ratio
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Whiteboard Video:

Financial Benchmarking

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

http://www.waterrf.org/Pages/Projects.aspx?PID=4366
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• Loss of value of an asset not restored 

by current maintenance

• An economic fact for any water system

• From both physical factors and 

functional or non-physical factors

What is Depreciation?
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https://www.youtube.com/watch?v=d8A7MJXFV1U&t=1115s

https://www.youtube.com/watch?v=d8A7MJXFV1U&t=1115s
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• Minnesota SRF borrowers are required 

to issue a General Obligation Revenue 

Note to secure the SRF loan

• State law requires 105% revenue 

coverage for G.O. debt

Debt Service Coverage Ratio
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>1.05



www.efcnetwork.org



www.efcnetwork.org

Generally in 

MN, 3 months 

of cash on 

hand plus 1 

year of debt 

service
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• Actual numbers from an average small 

town community water system

An Example

Town of Mayberry
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$444,231

$511,448

0.87

Operating Ratio – Mayberry
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Operating Ratio – Mayberry

$444,231

$368,985

1.20
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Debt Service Coverage Ratio – Mayberry

$444,231 $368,985

0.89

$84,783
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Days of Cash on Hand – Mayberry

$368,985

$107,706

107
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Current Ratio – Mayberry

$108,390

$107,706

1.38

$41,870
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Financial Health Checkup Tool
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Raising Appropriate Revenues
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• Pay as you go (current receipts)

• Save in advance and pay (reserve funds)

• Pay later (someone loans you money)

• Grants (let someone else pay)

How to Pay for Capital 

Improvements
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• Operations & maintenance expenditures

• Taxes and accounting costs

• Contingencies for emergencies

• Principal and interest on long-term debt

• Reserves for capital improvement

• Source water protection

“Full Cost Pricing”
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Systems Love Low Rates, but...

“Once again, the 
[City’s] Water 

Department proved 
to have some of the 

lowest water and 
sewage rates in the 

state.”
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• Penalties

• Cellphone & radio receivers on the tank

• Ads on the tank

• Tap or connection fees

• System development charges

• Grants

Non-Recurring Revenues
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But most of your revenue 

comes from your rates

How do we get the rates “right?”
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Rank Your Rate Setting Objectives

1. ________

2. ________

3. ________

4. ________

Full cost 
recovery/ 
revenue 
stability

Encouraging 
conservation

Fostering 
business-
friendly 

practices

Maintaining 
affordability

(keeping rates low 
– to whom?)

Refer to this list and focus on the 
highest ranked objectives when 
following the guidelines for selecting 
the appropriate rate structure design.

Conservation 
will always be 

a priority in 
Minnesota 

due to water 
supply 

planning 
requirements
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• One rate structure for all

• Separate structures based on customer 

class

• Different base charge based on meter 

size

• Inside/Outside customers

• Negotiated rate with large customers

Customer Classes/Distinctions
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Billing Period

More Frequently Less Frequently
(e.g.: Monthly) (e.g.: Quarterly)

Suggestion: Use a monthly billing period if you can afford it
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Base Charges
High 
Base 

Charge

Low 
Base 

Charge

Suggestion: 

Smaller utilities 

should lean 

towards higher 

base charges
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Consumption Allowance 

with Base Charge

Do not Include some Include high
include any amount  amount
(0 gallons) (e.g. 1,000 gal/mo) (e.g. 3,000 gal/mo)

Suggestion: For systems with low base charges, do not 

include any consumption allowance. For systems with high 

base charges but wish to encourage conservation, keep 

consumption allowance low, if any.
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For block rate structures to be effective:

• Correct number of blocks

• Where the blocks should end/start

• Significant rate differentials between 

blocks

• Read meters punctually

• Think about large families

Increasing Block Designs
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• 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

• Raise rates each year automatically based 

on inflation

Frequency of Rate Changes
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• Important: Avoid maintaining low rates 

at the expense of your utility’s financial 

health. It will either lead to a sudden, 

massive rate increase in the future or 

to failing systems and endangering 

public health.

Frequency of Rate Changes
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Designing Rate Structures That 

Support Your Objectives

Available at:

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

Free guide 

written for 

system 

managers

http://efc.sog.unc.edu/
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A few questions…
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