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Certificate of Completion

This session has NOT been submitted for pre-approval of Continuing Education

Credits, but eligible attendees will receive a certificate of attendance for their
personal record.

To receive a certificate:

* You must attend the entire session

* You must register and attend using your real name and unique email address -
group viewing credit will not be acceptable

* You must participate in polls

 Certificates will be sent via email within 30 days

If you have questions or need assistance, please contact smallsystems@syr.edu.



mailto:smallsystems@syr.edu

The Environmental Finance Center Network (EFCN) is a university- and non-profit-based
organization creating innovative solutions to the difficult how-to-pay issues of environmental
protection and environmental infrastructure.

The EFCN works collectively and as individual centers to address these issues across the
entire U.S, including the 5 territories and the Navajo Nation. The EFCN aims to assist public

and private sectors through training, direct professional assistance, production of durable
resources, and innovative policy ideas.




ﬁUNC SCHOOL OF GOVERNMENT
l—l_lL Environmental Finance Center

Supporting fair, effective,
and financially sustainable
delivery of environmental
programs through:

- Applied Research

« Program Design and
Evaluation

« Teaching and Outreach
« Advising
 Policy Analysis




Hi! I'M HOPE.

Project Director at the UNC EFC

Focused on technical assistance,
training and financial analysis for
utilities

Trained in public health and
environmental financial risk;

background in science
communication & chemistry

Born & raised in Durham, North
Carolina — but Go Heels!



PoLL: WHO IS IN THE ROOM??

A.Wastewater operator

B.Local official or staff member (mayor, clerk, etc.)
C.State government

D.Consultant and/or researcher

E.Technical assistance provider

F.Other



PoLL: WHERE ARE YOU FROM?

Northeast
Midwest

- "l | nglerts
‘( % & R
R

3 . NJ
! T DE
2 MD
. )
) A

A.West

B.Midwest
C.South S
D.Northeast | e

-

Source: CDC, https://www.cdc.gov/nchs/hus/sources-definitions/geographic-region.htm



AGENDA — MANAGING DEBT SERVICE

= Debt service coverage ratio — what is it and how do we calculate?

= Debt payments — how much and when?
= Subsidized Loan Calculator

= Debt service covenants — what are they?

= Managing debt via sufficient revenues
= Rates analysis
= Affordability



MAIN TAKEAWAYS

Rates should cover the debt service from
an SRF loan
There’s no silver bullet — your
community’s solution will be unique.

‘ There are tools to help figure this out!




STEPS TO DETERMINING DEBT SERVICE MANAGEMENT

1. Determine SS for infrastructure project

2. Calculate estimated loan amount & payments
(ignoring principal forgiveness, for now)

3. Calculate debt service coverage ratio & needed
revenues to meet covenants

/.. Examine rates & affordability; adjust rates



STEPS TO DETERMINING DEBT SERVICE MANAGEMENT

2. Calculate estimated loan amount & payments
(ignoring principal forgiveness, for now)

3. Calculate debt service coverage ratio & needed
revenues to meet covenants

/.. Examine rates & affordability; adjust rates



POLL — WHERE ARE YOU IN YOUR DEBT MANAGEMENT PLANNING?

A. Determine SS for infrastructure project

B. Calculate estimated loan amount & payments (ignoring
principal forgiveness, for now)

C. Calculate debt service coverage ratio & needed revenues to
meet covenants

D. Examine rates & affordability; adjust rates



ANNUAL LOAN PAYMENTS (SUBSIDIZED)

Formula Excel PMT() Formula
r(PV)
P =T A+ P = PMT(r,n, PV)
p . 0-02($2,800,000) P = PMT(0.02,30,$2800000)
1— (1 +0.02)730
P = $125,020/yr b= /yr

P = Payment (i.e.,principal + interest annual payment)

PV = Present Value (i.e.,principal) = $2,800,000

r = rate per period (i.e.,interest rate) = 2% = 0.02 1
n = number of periods (i.e.,loan term in years) = 30 years



UNC EFC SuBsIDIZED LOAN CALCULATOR

What is the Value of an SRF Loan?

u SUbSidized Loan CaICU.lator Subsidizeq Loan Calculator
tool can help to: Estimated ,‘%mmwhd orasaris “arantcquivaene” e
p roj eCt parameters selected from the dropdowns and average market in st rate. The calculations made and Loa n Te r m

. ,Cletermlne prlnCIPal and - Estimated Project Cost Loan Term (in Years) (yea rS)

interest payments over the Cost ($) o e |

course Of the loan agreement = Subsidized Interest Rate C® Principal Forgiveness . —

Market Rate for Loan

= compare interest rates from 4% : Q <>

different fmancmg options Based on These Inputs, How Much Could You Save

= Mount Anytown estimates: compared to a Commerical Loan?

. Grant Equivalent Interest Savings Over the
u PIOJECt costs: SZSM (Principal Forgiven) Life of the Loan

(in Nominal Dollars)

= Interest rates: 2.0% Vs. 4.5% Market Interest

Interest
Rate (%)

Savings
(Nominal $)

15

= Loan term: 30 years

$0 $1,406,296

https://efc.sog.unc.edu/resource/what-value-srf-loan-subsidized-loan-calculator/ Page 1


https://public.tableau.com/app/profile/efc.at.unc/viz/SubsidizedLoanCalculator/LandingPage
https://public.tableau.com/app/profile/efc.at.unc/viz/SubsidizedLoanCalculator/LandingPage

UNC EFC SuBsIDIZED LOAN CALCULATOR

Subsidized Loan Calculator
tool can help to: Estimated

= determine principal and Project
interest payments over the Cost ($)

[$2.800,000

course of the loan agreement <

[2.0% -

= compare interest rates from
different financing options

Mount Anytown estimates:

= Project costs: $2.8M
= Interest rates: 2.0% Vs. 4.5% Market

Interest
Rate (%)

= Loan term: 30 years

https://efc.sog.unc.edu/resource/what-value-srf-loan-subsidized-loan-calculator/

Subsidized Interest Rate

4.5%

v %0

Market Rate for Loan

Loan Term
WVEEIS))

Based on These Inputs, How Much Could You Save

compared to a Commerical Loan?

Grant Equivalent

¢
' (Principal Forgiven)

$0

Interest Savings Over the

Pagel

Life of the Loan

(in Nominal Dollars)

Interest

Savings
(Nominal $)

16

$1,406,296



https://public.tableau.com/app/profile/efc.at.unc/viz/SubsidizedLoanCalculator/LandingPage
https://public.tableau.com/app/profile/efc.at.unc/viz/SubsidizedLoanCalculator/LandingPage

What is the Value of an SRF Loan?

Subsidized Loan Calculator
Using the parameters below, calculate the cost of a subsidized loan versus a traditional market based loan. The
value at the bottom of the dashboard represents the “grant equivalent” of the subsidized loan given the
parameters selected from the dropdowns and average market interest rate. The calculations made and

assumptions used in each calculation can be found by hovering over the resulting value.

Estimated Project Cost Loan Term (in Years) Subsidized Interest Rate Principal Forgiveness
$2,800,000 |30 | 2.0% E

*Market Rate Represents an Interest Rate of 4.5%

Subsidized Unsubsidized
Year of Loan Year of Loan
] PLeOo, VLY 1o PL/L,0I0
16 $125,020 16 $171,896
17 125,020 17 $171,896
18 25,020 18 $171,896

S $425,020 19 T
Subsidized 5,020 20 Unsubsidized
$125,020 21
Annual $125,020 22 Annual
$125,
Payments: [ = Payments:
$125,020
$1 25,020/yr <192 020 = $171 ,896/yr
$125,020 27 §171 896
28 $125,020 28 $171,896
29 $125,020 29 $171,896
30 $125,020 30 $171,896

31 31

17



What is the Value of an SRF Loan?

Market Rate (4.5%) vs. SRF (2%) Loan

Subsidy (Nominal $): $1.41M
Subsidy (Real $): $1.05M

*Market Rate Represents an Interest Rate of 4.5%
Subsidized Unsubsidized
Year of Loan Year of Loan
<L PB,AE5 21 $113,413
22 $80,868 - $111,189
23 $79,282 23 $109,009
24 $77,727 24 $106,87,
25 $76,203 25 $104.776
26 $74,709 26 $107.722
27 $73,244 27 $00,708
28 $71,808 28 498,733
29 $70,400 29 $96,797
= $69,020 30 $94,899
31 31
Net Present Value Net Pyesent Value
$2,800,000 ,849,868
4
Subsidy in Real Dollars

o s | 18

Page 3



DEBT SERVICE COVERAGE RATIO

Debt Service Coverage Ratio =
Operating Revenues — Operating Expenditures (excludes depreciation)

Principal + Interest Payments on Long — term Debt

= A measure of the ability to pay debt service with operating
revenue after covering day-to-day expenditures

= Inputs

= QOperating Revenues

= Operating Expenditures (excludes depreciation)

Principal + Interest Payments on Long-term Debt (annual) Natural Benchmark: > 1
u - -
Recommended: =1.2




STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2010

Enterprise Funds
Water and Sewer

QPERATING REVENDUES

Charges for services § 444,231

Grants 0 @
Total operating revenues 444,231 =

3 .
QFERATING EXPENSES

Personnel services 178,885

Contractural services £3,898

Other supplies and expense 126,202 P

Depreciation 142, 463 @
Total gperating expenses 511,448 =

:::-p'i;rﬁting incoeme (loss) {67,217}

20



STATEMENT OF CASH FLOWS Page 1 of 2
PROPRIETARY FUNDS
FOR. THE YEAR ENDED DECEMBER 31, 2010

Enterprias Funds
Water and Sawer

CASH FLOWS FROM OPERATING ACTIVITIES

Eesceiptas from customers 5 437,947
Paymenta to auppliars {187,.2986)
Paymants to employesas {178,885)

HatE cash provided by operating activities TLi, 7656

CAZH FLOWS FROM BOMCAPITAL
FIMAMNCING ACTIVITIES

Trangfers in [(out) {60, 000}
MNek caah (used) by noncaplital
Einancing activitias {560, 000}

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Loan proceads ]

Purchases of capital assets i 35,841)

Principal paid on capital debt t 43,6551 @

Interest pald on capital dabt [ 35,128) 21

Het cash (used) by capital and
ralated financing actiwvities {124, 624]




DEBT SERVICE COVERAGE RATIO

Operating Revenues (1) Operating Expenses (2-3)
Debt Service (excluding depreciation)
Coverage Ratio =

Principal & Interest on Long-Term Debt (4)

Natural Benchmark: > 1
Recommended: =21.2

22



DEBT SERVICE COVERAGE RATIO

| $444,231
Operating Revenues (1) Operating Expenses (2-3)

Debt Service (excluding depreciation)
Coverage Ratio = ———m—mern—m—. =
$36,783 ‘

Principal & Interest on|Long-Term Debt (4)

55 Natural Benchmark: > 1
2 ! . Z )
. X 94}@ Recommended: 1.2

Y )
L EPT



DEBT SERVICE COVENANTS

» Extra requirements agreed to by the utility before
funds can be accepted or distributed

> Examples
 Debt Service Reserved Funds
 1.20 Debt Service Coverage Ratio
- Adoption of Revised Rate Structures



DEBT SERVICE COVENANTS

(3) The covenant that requires 1.20x debt service coverage to net revenues has been
met for the most recent fiscal year;

Author is licensed under
CCBY-SA

Set rates at levels sufficient to produce net revenues with a minimum speci-

fied ratio to debt service (e.g., Net revenues must equal at least 1.25 times
debt service). This is known as a “rate covenant.”

This Photo by Unknown
Author is licensed under
CCBY-SA
&
%,

2% , n ) ) : S
=F Applicants must demonstrate the financial capacity to repay the loan and that complete financing of the project is in place.
Z:

Borrowers must issue a general obligation bond to the PFA as security for the loan.

.. . This Photo by Unknown
Yy, 1858 " Author is licensed under CC
e BY-SA


https://en.wikipedia.org/wiki/Seal_of_California
https://creativecommons.org/licenses/by-sa/3.0/
https://en.wikipedia.org/wiki/File:Tennessee-StateSeal.svg
https://creativecommons.org/licenses/by-sa/3.0/
https://simple.wikipedia.org/wiki/Iron_Range
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/

DEBT SERVICE COVENANTS

(3) The covenant that requires 1.20x debt service coverage to net revenues has been
met for the most recent fiscal year;

Author is licensed under
CCBY-SA

Set rates at levels sufficient to produce net revenues with a minimum speci-

fied ratio to debt service (e.g., Net revenues must equal at least 1.25 times
debt service). This is known as a “rate covenant.”

This Photo by Unknown
Author is licensed under
CCBY-SA

- Applicants must demonstrate the financial capacity to repay the loan and that complete financing of the projectis in place.
S Borrowers must issue a general obligation bond to the PFA as security for the loan.

This Photo by Unknown
Author is licensed under CC
BY-SA



https://en.wikipedia.org/wiki/Seal_of_California
https://creativecommons.org/licenses/by-sa/3.0/
https://en.wikipedia.org/wiki/File:Tennessee-StateSeal.svg
https://creativecommons.org/licenses/by-sa/3.0/
https://simple.wikipedia.org/wiki/Iron_Range
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/

DEBT SERVICE RATIO — WHY THIS MATTERS

 Your rates may be able to cover the debt

payments — but can they meet your covenant?
1. Consider your state’s specific debt covenant
requirements

2. Consider your utility’s current financial health
3. What rate changes may be necessary?



POLL — WHO HAS AN EXISTING DEBT COVENANT AND FEELS FAMILIAR

WITH ITS TERMS?

A.Yes, we have one — but don’t know the terms

B.Yes, we have one — but we should review the terms and
make sure we’re meeting them

C.Yes, we have one — and I know we’re meeting the
terms!

D.We don’t have a covenant/agreement/debt
E.Unsure/Not applicable

28



PROJECTED DEBT SERVICE COVERAGE RATIO

| $444,231
Operating Revenues (1) Operating Expenses (2-3)

Debt Service (excluding depreciation)
Coverage Ratio = ——m—-os———"—"— =
$30,723 |
Principal & Intefest on Long-Term Debt (4)
55 Natural Benchmark: > 1
£ Recommended: 21.2

: A2 .
Y g




REVENUE NEED PROJECTED FOR DEBT SERVICE COVERAGE

#444,231+X .| $368,985 \
Operating Revenues (1)  Operating Expenses (2-3)
Debt Service (excluding depreciation)
Coverage Ratio = =
(solve for x below) 1&36,}123 I

Principal & Interest on Long-Term Debt (4)

Additional revenue for
debt service coverage = X = 1.2 ($161,803) + $368,985 - $444,231 =



REVENUE NEED PROJECTED FOR DEBT SERVICE COVERAGE

#444,231+X .| $368,985 \
Operating Revenues (1)  Operating Expenses (2-3)
Debt Service (excluding depreciation)
Coverage Ratio = =
(solve for x below) 1&36,}123 I

Principal & Interest on Long-Term Debt (4)

Additional revenue for
debt service coverage = X = 1.2 ($161,803) + $368,985 - $444,231 =

Monthly bill increase
per household =

(rough estimate*) 12 mo / Yr X 1145 households .

F118,912 / Yr

*more accurate rate changes can be modeled with a rates study or the rates analysis tool



REVENUE NEED PROJECTED FOR DEBT SERVICE COVERAGE

b ; :
B?WL 1. Infrastructure changes ultimately benefit customers

o 2. Utilities want to be sustainable into the future
3. Infrastructure updates have to be covered by

JIor®  revenues (fees, rates, etc.)
debt s

Monthly bill increase
per household =

(rough estimate*) 12 mo / Yr X 1145 householols

$118,918 / Yr

*more accurate rate changes can be modeled with a rates study or the rates analysis tool



FINDING THAT $8.65

» Knowing the revenue requirement, there are
options:
> Increase the base rate? The volumetric?
> Apply to specific customer classes?
> Institute temporary infrastructure fees?

N

Analyze rates Consider
¢ affordability

U/



FINDING THAT $8.65

» Knowing the revenue requirement, there are
options:
> Increase the base rate? The volumetric|
> Apply to specific customer classes?
> Institute temporary infrastructure fees?

N

Analyze rates Consider
¢ affordability

U/



RATES ANALYSIS — WHAT DOES IT DO?

» Summarizes & compares expenditures and revenue
streams (future and current)

» Provides a flexible modeling framework for

considering rate changes over time

» Changes to structures; base versus volumetric
» One-time jumps versus gradual

» Analyzes bills for customers under current and
modelled conditions

35



RATES ANALYSIS — DATA NEEDS

- Budget
- Existing debt service schedule

- Potential debt service or capital
improvement plan

- Current rates sheets/schedules
- # of accounts per rate structure
- Monthly consumption *by customer*

36



RATES ANALYSIS — OUTPUTS, COST RECOVERY

Projected Total Annual Revenues in the Next Five Fiscal Years

« Areyou
. 1 Staying with existing rates = |Jsing new rates = = = Expenses
covering
costs, today L
. $a00 000  TEETEET
and into the £500 000
future? £100.000 -
600000
« Creativity $500,000 -
required to -
300,000
meet the o
revenue s100000 |
target .

FY2021 FY2022 FY2023 FY2024




RATES ANALYSIS — OUTPUTS, FIXED VERSUS VARIABLES REVENUES

Base Charge Revenue versus Volumetric Revenue

¢ Old Versus HEW = Old Revenue from base charge m Mew Revenue from base charge
Old Revenue from volumetric charge MNew revenue from volumetric charge
TCVENUES $1.000,000
$900,000
« Resilience to $300,000
revenue $700,000

shocks: do your = ssonoo
fixed revenues 500,000
COver your 5400 000
fixed costs?

$300,000
$200,000
$100,000

FY2023 FY2024 FY2025

L



RATES ANALYSIS — OUTPUTS, CUSTOMER BILLS

FY2025
Fry2024
Fy2023
FY2022
m— 221

o = e e Y2020

2150 -

2100 -

shll

39

Gallons/Month



RATES ANALYSIS — CONSIDERING PRINCIPAL FORGIVENESS

SRF Loan Repayment Scenerios

) o _ Monthly Payment per
Total Project Principal Forgiveness Yearly .
Loan Amount Customer (added to existing
Needs (%) Payment _
water bill)

4,375,000.00 $195,343.41 $81.39
3,750,000.00 $167,437.21 $69.77
3,125,000.00 $139,531.01 $58.14
2,500,000.00 $111,624.81 $46.51
1,875,000.00 $83,718.60 $34.88
1,250,000.00  $55,812.40 $23.26

625,000.00 $27,906.20 $11.63
$0.00 $0.00

65
70
75
80
85
90
95

$12,500,000

L L W U D s |




ATES ANALYSIS — GETTING STARTED

Water & Wastewater Rates Analysis Model | ‘ Get Started |
Version 2.8.7 fast updated May 2018} -

|  Downioad a copy of (ha
el poulated with data
l Trom an example utility

N

Cwesicped Dy the Envronmental Firance Zan

i sog s

 Carclira, Chaps! 18

DESCRIFTION
A do-it-yourself, simplified financial model to sssist Lty managess and privite system owners in setting water nd wastewabe rates.

- = EX lore on vour owrn
Compitisons of Bnnusl fund ballnde projections (for up 1 20 yesr) under propoded new Bt Vi Staying with existing rates
Adjust rates for the next 1-5 years

Up to 12 rate structunes Unifarm or block rates (up to 10 blodks)
MOSS! changas to ACCOUMS and Water L Customizable list of cpersting and capital axpenses Building up reserves trough races
Compans monthly DUIE Gnder Adi FINE VE. SUIENNG FalE ASEREE MviruR TUMciency and fund Balancs
Error notifications

S ——— = UNC EFC Youtube Channel

following amows and clicking on buttons

W imstrartions Financd Forcast Loy
Wi Resislts

e L S = @efcunc

Walch out for red "Emor”

messages describing
where dala entry emos

sz = Request technical
L o weme assistance!

5) In the “Financial Forecast” and
| b “Projections” worksheets, view A

assessment of projected revenues, HinC M .
ompare Monthly Bills”, select the rale
soenses and fund batance structure and consumption interval levet to

view new rales compared lo existing rales

IMPORTANT
Ths 192l models the effecs of changes 10 9 vy s rtes on the uilkny's fund balance for many years.
Updase this 1ool every year and do nat rely on analysis conducted more than ane year aga

Copyright # 2017 onwads. Envitanment s Financ

i Roeth Cavofing, Chape! Ml sic soguncedd

i


https://www.youtube.com/watch?v=YZ7B5BDuB74&list=PLCaivApWtycM-sRq5CISeONjbRkjVEryb&index=2

UNC EFC AFFORDABILITY TOOL — LOCATION

Find your census place

anywhere else onthe tile to pan back to all census Blocks

gve encugh

Click on a county
Your County on the map below. '-‘_-.-"

vant to return to the full map, first Click on a census block. Click
f " Unknown’

utsice of the state, thencli om the dropdown menu. Ifthe within th
i not where expected pusn

datatop

map is stuck in place, click the unpin button on the left.

e home button.

Stout city

Dike city

Wellsburg city
]

Holland city

Grundy Center city

.- Enter charges
Morrison city ° a t 4, 000

Reinbeck city

gallons of

Select state consumption

£ 2023 Mapbox © OpenStreetMap N City
42

County MHI Range

52,500 I -

£ 2023 Mapbox © OpenStreetMap



UNC EFC AFFORDABILITY ASSESSMENT TOOL: SOCIODEMOGRAPHICS

= Compares Census Place vs. State:

= Provides nuance to “ability to pay’

MHI (S)

% below Poverty Rate
% Unemployed

% on Social Security
% on SNAP Benefits

% on Supplemental income
)

https://public.tableau.com/app/profile/efcatunc
/viz/AffordabilityAssessmentTool/Input

MHI (Dollars)

% on Social Security

60K

wn
o
=

ey
o
=

w
o
X

N
(]
X

10K

0K

35

30

N
(0]

N
o

=
6]

=
(o

o un

$54,938.00

$29,245.00

Lower MHI

34.5%

32.8%

Younger Population

w
G

32.4%

w
o

N
[0)]

N
o

=
)]

10.4%

Higher Poverty Rate

% of Households Below Poverty Level
=
o

(6]

o

50 47.8%
40
30

20
14.1%

10
0

Higher Likelihood of Food Insecurity

% of Households on SNAP Benefits

% Unemployed

% on Supplemental Income

14

12

10

9.8%

Higher Unemployment

14.3%

High SPM Rate

Legend
Census Place
B state

43



AFFORDABILITY ASSESSMENT TOOL: ORIGINAL VS. NEW RATES

Income Group
Affordability of Alternative Water/Wastewater Rates for Mount Anytown at 2019 Income Levels

8.0% 30%

)

6.0%

4.0%

4.9% 20%
3.3%
10%

2.0%
1.4%
1.0%
0.7%
0.3% 0.3%
- _ s e 0%

$0-$9999 $10000-$14999 $15000-$24999 $25000-$34999 $35000-$49999 $50000-$74999 $75000-$99999 $100000-$1499..  $150000+

% Annually Spent on Bills

2.0%

% Population per Income Group

0.0%

The area graph represents the distribution of the population across the income groups.
The percentage of annual income that is spent on bills is represented by the red (low-income bty
customers) or blue columns.



AFFORDABILITY ASSESSMENT TOOL: ORIGINAL VS. NEW RATES

Income Group

8.0% 30%

o
3
o
(&)
= 6.0% o
= £
o
§ 20% é
2 5
v 4.0% : o
% 3.3% ‘5
E 1000 E
< oo 2.0% "3
® U0 1.4% £
1.0% 0.7% a®
. 0.5% 0.3% 0.3%
0.0% - - B N e e
\ $0-$9999 /$10000-$14999 $15000-$24999 $25000-$34999 $35000-$49999 $50000-$74999 $75000-$99999 $100000-$1499..  $150000+
The area graph represents the distribution of the population across the income groups.
The percentage of annual income that is spent on bills is represented by the red (low-income 45

customers) or blue columns.



Analyze rates

Consider
affordability




WHAT HAPPENS NEXT?

> Is the utility ready for the new infrastructure? @p
For managing the construction project? QxxD

» What outreach or education is needed around
potential rate increases?

> Are there other changing expenses associated

with new infrastructure that should be budgeted
for?




WORKFORCE DEVELOPMENT & OTHER COSTS

> Are there sufficient staff? Do they need additional training?
» Consider both field & office staff

» Are accompanying infrastructure changes needed? Do
budgets for materials or labor need updates? What about
emergency/contingency/reserve needs?

» Depreciation expense — how will the utility plan to replace
the new infrastructure down the road?



COMMUNICATING THE NEED FOR RATE INCREASES

» Bring in a third party

> Present multiple
options — and context

» Proactively engage
customers!




CHANGE IS CYCLIcAL

Customer Customer
Update Input

Staff
Feedback Board

Staff
Implements




What is the projected debt Do rates need to increase to
coverage ratio with a loan? cover the debt service?

| Subsidized Affordability
( Loan Calculator /4N N/ Tool
- Estimate revenues

. Calculate financial

benchmarks o with current usage .
based on audits - Compare subsidized and rate structure - Compare affordablllty
. Debt coverage & unsubsidized . Estimate potential of current & new rates
ratio loans rate increase to - Enter costs at 4k gal/mo
- Operating ratio - Calculate annual cover cost of loan * % of income spent on
population per income
hand payments aroup
\ Financial \_ J \ Rates Analysis Y,
Health Checkup Tool
What is the current debt How much would monthly
coverage ratio? household (HH) bills increase? 51

Tools available at: https://efc.sog.unc.edu/tools/



What is the projected debt
coverage ratio with a loan?

. Calculate financial
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based on audits

- Debt coverage
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- Operating ratio
- Days cash-on-

Subsidized
( Loan Calculator
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. Calculate annual
debt service
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\ Financial Y,
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Tools available at: https://efc.sog.unc.edu/tools/

Do rates need to increase to
cover the debt service?

- Estimate revenues
with current usage
and rate structure

- Estimate potential
rate increase to
cover cost of loan

Affordability
( Tool

- Compare affordability
of current & new rates
- Enter costs at 4k gal/mo

- % of income spent on
W/WW bills & %
population per income

group
\ Rates Analysis Y,
Tool
How much would monthly
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THANK YOU!

Hope Thomson

Project Director https://efcnetwork.org/get-help/
https://efc.sog.unc.edu/technical-

019-962-8273 assistance/

hope.thomson@sog.unc.edu

The University of North Carolina at Chapel Hill
Environmental Finance Center
https://efc.sog.unc.edu/
efc@sog.unc.edu
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