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Financial Plan Summary

Factors Impacting the Financial Plan

Reserve Funding

Account for unforeseen risks through
well established reserves

Expense Projections

Account for cost escalations by expense
category and any debt obligations

Capital Spending

Account for anticipated repair and
replacement projects to maintain a safe
and reliable system.

Financial

Water/Flow Demands 0
Account for expected changes in total @ Reven ue Projections
water usage, flows, growth, as well as 211\ .
changes in service needs m Account for rate revenues, other

operating revenues, and non-operating
revenues
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Key Assumptions

Water and Wastewater

Inflation

FY 2024
CPl set at 5.6%
Capital set at 7.2%

. Capital Spending

Funding Depreciation
Water - S11M+/yr
WW - $7.1M+/yr

. New Debt

Water — $16.5M
WW - S6M

Utility Demands . Reserves

Maintain / Satisfy
Reserve Requirements

Growth

0% for Financial Plan
Not relying on growth

3,739 AF in Sales
5,446 EDUs
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Water
Enterprise

Long-Term Financial Plan




Current Financial Position - Operating

At Existing Rates

Financial Plan Metrics
» Generate Positive Net Income
» Comply with Debt Covenants
» Sufficiently Fund Capital Needs

» Meet Reserve Targets

Millions

Operating Financial Plan
§25
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Net Cashflow = Projected Revenue - = Operating Expenses
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Current Financial Position - Capital

At Existing Rates

Financial Plan Metrics
» Generate Positive Net Income
» Comply with Debt Covenants
» Sufficiently Fund Capital Needs

» Meet Reserve Targets

Millions

Capital Funding Sources

$20
$14.4 315.0

§15
S10 m=tm
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o

FY 2024 FY 2025 FY 2026
= Capacity Fee Funded B Grant Funding
MW Rate/Reserve Funded e Total Capital Expenses

$7.3 $6.5
FY 2027 FY 2028

Debt Funded
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Current Financial Position - Reserves
At Existing Rates

Financial Plan Metrics
- Unrestricted Reserves
» Generate Positive Net Income o 540
_ 2830 TS eecmea L
» Comply with Debt Covenants S0 T o
» Sufficiently Fund Capital Needs $10
SO - [
» Meet Reserve Targets
(510)
(520)
($30)
(540)
($50)
FY 2024 FY 2025 FY 2026 FY 2027 FY 2028
I Ending Balance e \linimum Reserve = = = Target Reserve
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Financial Position

Water at Current Rates

Results From Review

»Requires revenue increases each year

= Eliminate ongoing operating deficit over the planning period

= Reserves are below minimum requirements
+** Operating Reserve = 90 days of O&M
+»* Capital Reserve = Annual depreciation
+»» Rate Stabilization Reserve = 10% of operating revenues
** Emergency Reserve = 3% of asset value
¢ Total Minimum Requirement = $11.1M

= Replenish and maintain healthy reserves
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Proposed Water Financial Plan - Operating

FY 2024 - FY 2028

Proposed Financial Plan

» Positive Net Income
» Fully fund capital needs
= S54.5M over the next 5 years
» Issue debt to fund capital in short-term

= Allows rates to increase over time and
transition to PAYGO funding

= $16.5Min FY 2024-25

= Ensure ongoing debt coverage

» Meets Reserve during planning period
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mmmm Net Cashflow = Projected Revenue
- «= Qperating Expenses -+-@++ Debt Coverage Ratio
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Proposed Water Financial Plan - Capital

FY 2024 - FY 2028

Proposed Financial Plan
» Positive Net Income
» Fully fund capital needs

= S54.5M over the next 5 years

» Issue debt to fund capital in short-term

= Allows rates to increase over time and
transition to PAYGO funding

= $16.5Min FY 2024-25

= Ensure ongoing debt coverage

» Meets Reserve during planning period

Millions
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FY 2024

= Capacity Fee Funded
W Rate/Reserve Funded

Capital Funding Sources

$14.4 $15.0
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B Grant Funding
e Total Capital Expenses

$7.3 $6.5

FY 2027 FY 2028

Debt Funded
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Proposed Water Financial Plan - Reserves

FY 2024 - FY 2028

Proposed Financial Plan
» Positive Net Income
» Fully fund capital needs

= S54.5M over the next 5 years

» Issue debt to fund capital in short-term

= Allows rates to increase over time and
transition to PAYGO funding

= $16.5Min FY 2024-25

= Ensure ongoing debt coverage

» Meets Reserve during planning period

Revenue Adjustments:
FY 2024 — FY 2028: 25%, 16%, 16%, 16%, 16%

$35
$30
$25
$20
$15

Millions

Unrestricted Reserves
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Wastewater
Enterprise

Long-Term Financial Plan




Current Financial Position - Operating

Wastewater Enterprise

Financial Plan Metrics

- Operating Financial Plan
> Generate Positive Net Income P &

£ $10
» Comply with Debt Covenants =
» Sufficiently Fund Capital Needs =% = -
» Meet Reserve Targets 56 e
$4
$2

, TH T = e .

FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

B Net Cashflow

Projected Revenue = «= (perating Expenses
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Current Financial Position - Capital

Wastewater Enterprise

Financial Plan Metrics
» Generate Positive Net Income
» Comply with Debt Covenants
» Sufficiently Fund Capital Needs

» Meet Reserve Targets

Millions

$20

$15 $14.5

$10 -
55 .
so  WRAAR

FY 2024

= Capacity Fee Funded
M Rate/Reserve Funded

Capital Funding Sources

$5.9

$3.5 $3.6

FY 2025 FY 2026 FY 2027 FY 2028
MW Grant Funding Debt Funded

e Total Capital Expenses
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Current Financial Position - Reserves

Wastewater Enterprise

Financial Plan Metrics
» Generate Positive Net Income
» Comply with Debt Covenants
» Sufficiently Fund Capital Needs

» Meet Reserve Targets
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B(I()\Sl LTING

16




Financial Position

Wastewater at Current Rates

Results From Review

» Net income decreasing each year

» Reserves below the minimum requirements
= Total minimum = S$4.8M

» At existing rates, reserves would be used to cover capital expenses
= Not sustainable long-term

= Reserves already below minimum requirements
= Reserves depleted in FY 2025
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Proposed Wastewater Financial Plan - Operating

FY 2024 - FY 2048

Proposed Financial Plan

» Positive Net Income
» Fully fund capital needs
= $35.8M over the next 5 years
» Issue debt to fund capital in short-term

= Allows rates to increase over time and
transition to PAYGO funding

= $S6M in FY 2024-25

= Ensure ongoing debt coverage

» Meets Reserve during planning period

S10

Operating Financial Plan

FY 2024 FY 2025 FY 2026 FY 2027

FY 2028

mm Net Cashflow e Projected Revenue
= == Qperating Expenses +++@++ Debt Coverage Ratio
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Proposed Wastewater Financial Plan - Capital

FY 2024 - FY 2048

Proposed Financial Plan

» Positive Net Income
» Fully fund capital needs
= $35.8M over the next 5 years
» Issue debt to fund capital in short-term

= Allows rates to increase over time and
transition to PAYGO funding

= $S6M in FY 2024-25

= Ensure ongoing debt coverage

» Meets Reserve during planning period
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FY 2024

= Capacity Fee Funded
W Rate/Reserve Funded

Capital Funding Sources

$8.3
® $5.9
FY 2025 FY 2026

B Grant Funding
e Total Capital Expenses

$3.5 $3.6
FY 2027 FY 2028

Debt Funded
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Proposed Wastewater Financial Plan - Reserves

FY 2024 - FY 2048

Proposed Financial Plan
» Positive Net Income
» Fully fund capital needs

= $35.8M over the next 5 years

» Issue debt to fund capital in short-term

= Allows rates to increase over time and
transition to PAYGO funding

= $S6M in FY 2024-25

= Ensure ongoing debt coverage

» Meets Reserve during planning period

[Revenue Adjustments:

FY 2024 — FY 2028: 14%, 14%, 14%, 14%, 3% }

Unrestricted Reserves
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Next Steps

Upcoming Tasks

» Cost-of-Service Analysis / Rate Design
> July 12th — Rate Workshop

> July 24t — Mail Prop. 218 Notice

» Sept 13t — Public Hearing

> Oct 16™ — Implementation date of proposed rates

Bii()\h’l LTING

21



Habib Isaac
IB Consulting
Principal | Managing Partner

Phone: 951-595-9354 | Email: hisaac@IBConsultinglnc.com

Andrea Boehling
IB Consulting
Principal | Managing Partner

Phone: 615-870-9371 | Email: aboehling@1BConsultinginc.com

Lauren Demine
IB Consulting
Sr. Consultant

Phone: 909-702-9372 | Email: Idemine@IBConsultinglnc.com
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