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Long Term Capital Planning

* This Is strongly related to asset management

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



Capital Improvement Program -
Timelines

» Use Asset Management Plan to plan for
capital expenses in the long term (~20 years)
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Capital Improvement Program -
Timelines

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

Improvement Plan (CIP

Planning Years [Values in 000s])
Project Hame Y 02 FY 03 Fr 04 FY 05 FY 06 |Future Total
Water Supply & Treatment

Water Teeativent Objedtive o
Limne pumps and slakers 740 740
Chemical Enclosures A00 a00
Filker ¥-18 Control 230 230
Filter Gallery Rehab 1,140 1,140
High Service Pumps 1,500 1,500
Upgrade or Replace Reclairm 5 vstemn Drer 200 200
Mew Membrane Skids 5,700 5,700
Sodium Hypochlonite Plant 2,000 2,000
Additional Storage Tanks 5,000 3,200 8,300
Repair B/0 Capacity 150 150
Filter Gallery Mech Parts 200 200
RIS 150 150
WFDz - HSP 244 244
Membrane Beplacerment 1,600 1,600
Painting of "W ater Plant 3.000 3.000
Phase || Emergency Power Generator 1,500 1,500
Fortable Generator - South 'Well Field 150 150
Repalcement of Fuel Tanks 1710 17100
Uparade of Existing Contral Sestern & W TP REN Ral

WWater Treatment Total SEREEE. PO~ EEREEE. "= of EERERERE<10 [ EERERE<F-iv17 1 RERERE< |1 | ERRRRRY = o L SERRF A= PEIL B
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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
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Measures of Inflation

—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



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

=<8~ - Inflation (Annual Change in the CPI-U)
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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.
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http://efc.web.unc.edu/2012/09/26/using-an-index-to-help-project-capital-costs-into-the-future/



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

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.
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Capital Investments are Just the Tip
of the Iceberg...

Cost

—35-40%
|
Acquisition

60-65%
A
/ \
Refurbish Refurbish
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,N\- ______—— \\

,, Maintenance \ Disposal

Asset Life

Source: Adapted from Steve Allbee, USEPA
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Mission Statement

ENVIRONMENTAL FINANCE CENTER

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

[E=T e Calculator, 03/20/2014 (MS
Excel, 802 Kb)

sinm— AN Enter in 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!

What to Include in your Capital Plan:

About the School | Courses and Resources | Library | MPA | Publicatio

About  Services

Programs

Q search this site

Resources
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This project, p
Support projeq
Department of
together many|
water and wasj
creation of a C
Management B

Blog Post on "Using an Index to |
Future”

Daad a chart hlaa nact an calartinn an annranrig

Summary of

"What to Include in Your Capital Plan: A Reference Guide for NC Water and Wastewater Utilities"

Last updated: February 2011

Categories

Goal statement/Introduction to your
capital plan

Date of documentation of capital plan

Capital planning time period

Description of systems

Existing capacity and demand

Description of customers

Inventory of existing assets (details on
each asset)

Condition of systems.

Project-specific details (complete for
each project in every year)

Financial planning (complete for each
vear in time period)

Long-term planning descriptions (may be|
not project-specific)

Hﬂ!!l!ﬂﬂll!&
%

Approvals

Updating the capital plan

Ties or links to other studies

For updates and to view details in each category, go to http://www.efc.unc.ed

projects/capl ing.htm!

Created by the Environmental Finance Center at the UNC Schoel of Government
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User-Friendly Capital Improvement Plan (C |.P.) for Water
& Wastewater Utilities Tool

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

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

1) Use tabs at bottom of

screen and buttons to navigate
~Financed

Version 2.5 (Updated March 2014)

cessary rate increa

INSTRUCTIONS

3) In "Data Input 2", enter details on capital
improvement projects in the light blue cells.

2) In "Data Input 1", enter utility
Each row is a different project.

characteristics, rates and usage information
in blue cells.

Download the latest
version at
http://efc.sog.unc.edu.

to different pages. 5 CAPITAL IMPROVEMENT oY - . .
i 74 ) Find it in Resources /
b ] ticions | Data Input 1 Dva 60220 Vex brjcions 2 TO O | s ]

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

— T —
| |

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.

[ \ 5[ Fvie | Far__| Fvie

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

D:

Copyright © 2013 Environmental Finance Center at the University of North Carolina, Chapel Hill. efc.sog.unc.edu
Development of this tool was funded by the NC D Of Ef

1t and Natural (Public Water Supply Section) and the U.S. Environmental Protection Agency
ownload the Iatest version of this tool at efc.sog.unc.edu. Find itin Resources / Tools

Tool development was funded by
the
Public Water Supply Section of
DWR/ NCDENR
and partly by the USEPA.
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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

Edit Inputs ” Edit CLP. Prajects ] User-Friendly Capital Improvement Plan (CIP) Tool for Water & Wastewater Utilities T““"’“E'DP"(‘*E!
l View Projected 20-¥r Fund Balance I Dashboard for Town of Anytown's 20-year Water and Sewer C.1I.P. starting in FY14 m E e
BFinancial Reserves mTotal Capital Expense
oAllocated for Future CasfrFinanced Projects | Financial Reserves (End of Year) oCash-Financed Total Capital Expenses
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