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Session Objectives

To understand your asset management
and capital planning efforts

To show the connection between asset
management and energy management

To learn what tools are avalilable for asset
management



Capital Improvement Timeline

Asset Management Plan
— For capital expenses in the long term (~20 years)

Capital Improvement Plan

— Specify projects and accurate estimates of cost.
Plan where money will come from (~5 years)

Capital Improvement Budget

— Commits funds for the planned capital projects
(1-2 years)



Does your utility have an asset
management plan (long-term)?

Yes
NO




Does your utility have a capital
Improvement plan (~5 year term)?

Yes
NO




Does your utility have a capital
Improvement budget?

Yes
NO




Please share some of your
experiences with asset
management and capital planning



Asset Management Is something every
utility should focus on...
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...But especially for
energy management

Taking an inventory.
Prioritizing your assets.

Developing an asset management
plan.

Implementing your asset
management plan.

Reviewing and revising your asset
management plan.

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



Capital Investments are Just the Tip of
the Iceberg...
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Has your utility incorporated energy costs into
your asset management plans?

Yes
NO




Asset Management & Capital
Planning Tools



Asset Management:

A Handbook for Small Water
Systems

One of the Simple Tools for Effective
Performance (STEP) Guide Series

http://www.epa.qgov/safewater/smallsystems/pdfs/quide smallsystems asset mgmnt.pdf
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http://www.epa.gov/safewater/smallsystems/pdfs/guide_smallsystems_asset_mgmnt.pdf

Asset Management:
A Best Practices Guide
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Asset Management: A Best Practices Guide

Introduction

This guide will help you understmd:
*  What a:set managemens mexns.
Furpase ®  The bensfies of 22zt management.
*  Best practices in asser management.

*  Hom to implement an asset management program.

Targer This guide is intended for owmers, managess, and operaroes of water systems,
Asdiomce | local officials, techaical assistance providess, and state personnel

Asset management i maintaining a desired level of service for what Fou wans rous assets to
provide at the lowest life cycle cost. Lowes: life eyele cost refers to the best appropeiate cost for

ilisating, eapairing or replacing 1 a:et. Azzet management is implementad throngh an aszet
management program and trpisally includs: 3 written asset management plan.

£ y Benefite of Accet Management

‘Water Syetems
*  Determining the best {or optimal) tme *  Prolonging asset life and aiding in
to cebabilitate /repaic/seplace aging cehabilizate repaic/seplicement
asscEs. deizions through «cient and formsed

*  Increasing demand for services.

- *  Meeting consumer demand: with 2

% Owvescoming resistance to rate i
InereazeEs N .

*  Seming rates based on sound
operational and Srancial planning.

¢  Budgesing focuied on actvitie: eritieal
to mustained performance.

*  Diminishing reigasess.

# Rizsing service expectation: of
customers.

*  Inczeasingly stingeat segulatocy *  Mecting service espectations aod
ragquiramnans. neguh.ml— :eqn_i:em.enu.
" zfz‘fn::d.mg (DS.cmcrg:nciH 23 2 gesule *  Improving responte to emergences.

»  Frotecting asets. &  Improving secudty and safety of assets.

A good starsing point for any size water syitem is the Sve cose question: framewrork for asset
management. This framewark walks you through all of the major activities aszociated with asset
aad caa be imp at the level of sophizticas le for a given system.
Theze five core framework questions provide the foundation for many asset management best
practice:. Severl azzet mamagement hest practicss are Listed for each coze question o the
following pages. Keep in mind that these best practices are constantly being improved npon.

http://water.epa.gov/
infrastructure/drinkin

gwater/pws/cupss/u

pload/guide smallsy

stems_assetmanag

ement_bestpractice

S.pdf
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Asset Management for Local Officials

sEPs&s Asset Management for http ://Wate r. e Da . q OV

Ky e T eal Officials

I /[infrastructure/drinki

*  Local officials’ vimal rale in succeszfully implementing an asset management progzam.
This fact sheet iz intended for local ofSicials who are disectly or indicectly involred in decision: affecting water rpztems.

ngwater/pws/cupss/

Asset management iz maintaining 2 desired leve] of service for what ou want Four assets to provide ar the lowest ife crele
cozt. Lowest Life eycle cost zefers to the best appropriate cost for rehabilitating, repaising, of replacing an 2s3es. Azset

management iz implemented through an asset management program and tpically includes 2 wTitten asset management

R upload/quide_small

*  Keep auets productive, and not allow them to become disuptive labilitie:,

®  Trearall decizions 23 invesoment decizions to mazimize Emived Snancial resouoees.

e systems assetman

*  Suppart and involrement of local offeial: who have the authorty and willingness to commit public rezonress and
personnel to maintiin comprnnity assets.

* A commitment of tme and money to make cost-effectve azzet decizion: (spending some money in the :hor-tem to . .
S agement_localoffici
*  Ateum made np of key decizion makers. q
Improving Service and Maintaining Infrastructure Through Ascet Management

A sustainable water service delivers safe, clean water to its customers” satisfaction while ing infra aszets to
moximize their nsefil life. An a3set managpement plan will help you “ell the story” of water syztem aszers to the commmnicy
in 2 way that is ooderstandable. Small systems that have simple asset management plans can beneSit 15 moch as lasge systems u

that have comples plans. Asset managemens will enable pour system to;
®  Have more afficient and formzed opemations.

*  Choose capital projects that meet the srstem's trae needs.
*  Bae rate: on sound operational decizions.

*  Improve its fnancial health.

*  Rednee environmental wiolation: due to failed or poorly performing azsets.
*  Improve the secusity and safery of infrastraemre assets.

‘The Five Core Questions Framework for Ascet Management

A good starting paint for any rystem are S core frametork quertion:, which walk Tou through all of the major scsvitie:
azzociaced with azzet management.
1. What iz the current state of my system's assets?
Your water syztem’s asets ace part of your comemnity's toml assers. A decline in the value of your infraztrueture
indicase: insufficient fonding of asset managemens
2. What is my required “sustainable” level of service®
Knowing pour required “sastainable” level of service will help fou implemens 2n 2356t management program and
commumnicate to sakeholder: what you are doing. The required lewel of service i the basds for uetiffing pour nier

mates.
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Building An Asset Management Team

s )
w|

http://water.epa.gov/
e , Infrastructure/drinkin

* How forming and having 2 team ean help pour wrater syseem suecessfully i tan asset progoam.

il

*  The componeats of a saccessful asset management tram.

This fact sheet is intended for local afficials, owners and operators of water systems, technical assistance providers, and state

gwater/pws/cupss/u

Making the Commitment

Asser managemenr requires am investment in time and sesources. Asset management is not 2 1-pear proj

ﬁ;ﬁ‘i’ﬁ;ﬁ?ﬂiﬁ?“—*@mmwmm.gmmﬁ“ el DI oa d / q u | d e sm al I SV

Spending time and money to implement the program.
* Foeming on making sost-sffectme asser decisions

* Provi a sustainable level of customer service for the communicy.

%  Supported by political leaders who hame the suthority and willingness to commit public rezousces and personnel.

*  Made up of key decision makers who sepresent the deparmments involved with asset management.

Thinking about pour 2ssets differently can be the first step towards having a sustainable water system. With the mited
bifing away fom ceacting to event: and towads making strategic plans cxn lead to oeal savings.
Aszet management focuses on the long-term life cyele of an asset and its sustained performance, not on the dap-to-day aspests

of the asset. It involves 2 shift in a water system’s philosophy charactedized by
*  Chunging the mamigement cultuse. I I Iel l p
]

* Understanding thas all asset decisions are ixvesoment decizions.

* Foeming on sontinual improvement driven by renle:

tainahility).

Changing the cultuce requizes ckampica: who nse 2 taam appreach to promate and arioulate the heneSts
mamgzmen: The champion: are the motivasing forer behind the tram that can ca £ operatars, managers, dected
officials, and smksholders. Each team member falfll: 2 role and function in implementing an a:set management program.

The team should have the authority and resourses to answer the core querton: that Lead o asset inmestment desisions. An
azset management team:

*  I: flewible and encourages erisical thinking.

*  Creanes oppormunisies for sharing ideas and information through open and mnsparent debate.

* TWarks throngh problams and thare: the rueees:, not the blame.

£ azsat

*  Fosters an atmosphene that builds trast and dewelops parterships.

& Us

sting elements of asset mamagement a2 a basis for fhe program.

*  Starts implementation during planning to achiere early gains.
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What to Include in Your Capital Plan

What te Incdude i Yeor Capital Menx
A Beleramce Godde Far Marth Corelime Weter and Wentewater Ut

Reference guide
ey and webpage of
: resources

S s http://www.efc.un
pitalplanning.html



http://www.efc.unc.edu/projects/capitalplanning.html
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http://www.efc.unc.edu/publications/2011/CapitalPlanningReferenceGuide_Feb2011.xls

Software: In-House

& Water Main Data rz|

Water Mam Hehabilitatron/Heplacement e =
Priontization Model E Priority

Results

Object 1D: \Water Main Group: <Edit Groups
Figlds with bold black ties are used in PAN calculafions

S [KROGER CEMTER - Length (it} |IELII Diameter (in.): “
Ta

Modes:  From: Edit List
Commercial Edit List Original Intemal Lining: Edit List
M ajor Commercial Edit List Joint Type: Edit List
E dit List
111974 Pipe Class:
— —
[ - Edtlis] [
Waz the 'Water Main Installed in Contaminated Scils? [l WM pears:
Comment;
S Haalcdat
Hydraulic Performance ] Conasive Soil | W ater Main M aterial | M aximum Static W ater Pressure | Location ] Critical Customes |
PAM Calculation Criteria I Life Expectancy | Breaks & Leaks | b ater Quality | ‘w/ater Main Impoitance |
Prioritization /
Criteria To Adjust PAN Calculation Criteria, Select a Tab
Composite PAN For This W ain From Last Model Run:
—> PAN

Model Resulic Last Generated On: 14-Apr-20063

Recard: 14 | { || 1 b | kl |HE| of 6141
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CuPss$ Check Up Program for Small Systems Set-up | Switch Utility | Create User | Help | Training | Exit
e

- ] i r " 3
My T My ¥ ly Ay my ' My
‘ﬁ Home # Finances r Check up == CUPSS Plan

[Welcume Back Helen, Beauty ¥iew Acres Subdivision - DW]

Yhat would you like to do today? < ¢

Do Some Training Enter a MNew Task or Work Order

&7 P 29 30 1 Z 3

Create or Update My Schematic Search Asset and Maintenance

[Mr Messages and AlertSJ

Create or Update My Inventory

|Reminder - Today's Tasks | | El
|Tasks Currently Past Due | | l_E_lll
Print My Check Up Reports Work on My CUPSS Plan | Assets Needing Update [ ol
|Numher of High Risk Assets | | 2|

http://www.epa.qgov/cupss/
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Software: CAPFinance (EFC @ Boise State)

An Integrated Capital Asset
Inventory and Reinvestinent

Analysis Tool for Drinking
Water Sytems.

CaPFinance

CAPFinance™

| — is a user-friendly
AR ) D R Program designed for
Windows PCs

Developed by,

Copyright 22000 Boize State Univerzity

http://efc.boisestate.edu/efc/Tools/tabid/58/Default.aspx



http://efc.boisestate.edu/efc/Tools/tabid/58/Default.aspx
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CIP Tool in MS Excel (EFC @ UNC)

http://www.efc.unc.edu/tools.htm#CIPTool

Free, simplified CIP tool using only MS Excel (EFC @ UNC)
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Combined Water & Sewer Rates Current Year Usage Billed to Customers in FY06 Total Revenues

Uniform Rate (per 1,000 gals) 5 4.50 FY06 Residential MNon-residential

Minimum Charge 5 24.00 |Current Residential Bill Number of Customers 450 30

Volume Included with Min Charge (1.000's of gals) 2.000|(5kgal/mo.): 5 37.50 |Total Usage (1.000's GPM) 1,575 5,735

Existing Capital Reserves $ 950,000 Annual Custorner Base Growth 0.0% 0.0%

Interest Rate on Reserves 5.0%

Revenues and Expenses in FY06 This model does not prescribe rate increases . Projections are purely

Annual Operating and Mon-operating Revenues 5 335249 illustrative. For example, a utility might choose to mitigate large future rate let Income

Annual O,M.G&A Expenditures £ 295 360 increases by spreading them out in the intervening period.

Annual Expenditure Growth 25% Financial Reserves

Click to view long term trends in — MNew Rate per 1,000 gals
Required inputs are blue. Average %'2' if;??:&;zlrﬁs:tewes and ||lﬂ U N( y Avg. Customer Bill (5,000 gals) __
P — SCHOOL OF GOVERNMENT 1-Year Increase in Customer Bill for
ENVIRONMENTAL FINANCE CENTER 5,000 gals
Increase for Large Users
Annual Project Estimated
CAPITAL IMPROVEMENT Construction Expenditure/ Cost if Less Grants Total Cost First Year | Additional
PROJECTS - 10 YEAR Cost Inflation | Project Start | Construction | Constructed | Cost Inflated to at Time of |Inflated to Start of CR Annual
Factor Year Period (Yrs) in FY0& Start Year Construction Year Financing Term Rate | Allocation | O&M Costs

| |Replace ACP lines with PVC 5% FY21 1 5 760005 157,999 | § - CR 0 0.00% Fy12 5
2 |Replace small diameter lines 5% FY18 1 5 107500(5 5 - CR 0 0.00% FY14
3 |Backup emergency generators for wells 5% FY16 1 5 50,0000 5 $ - CR 0 0.00% FY 09
4 |Critical valve replacement at water tank 5% FY06 - 1 5 10,000 5 ) 5 - CR 0 0.00% FY06
5 [Critical valve replacement in distribution system 5% Yo7 1 3 10,000 ] 5 5 5 - CR 0 0.00% FY o7
6 |Upgrade to automated water meters 5% FY23 1 3 70,0005 60,441 | § - CR 0 0.00% Y17
7 |Telemetry for wells and storage tank 5% FY08 1 3 10,000 ] 5 11,025 | § - CR 0 0.00% FY 08
8 |Construct new elevated storage tank 5% Fy18 1 5 300,000(5 538,757 | § - CR 0 0.00% FY 06
9 [Waterline extension Phillips Hall Road Hwy 158 5% Fy24 1 5 120,000 5 288,794 | § - CR 0 0.00% FY19
N T
. by -
1|{Upgrade 10 sanitary sewer pump stations 5% FY17 1 5 190,230 (35 325,358 | § - CR 0 0.00% FY 07
12|CCTV Inspection of Sewer System 5% Yo7 2 5 45000]5 47250 | § - CR 0 0.00% FY 06
|3 |Rehabilitate 8-inch SS Lines 5% Fy24 3 $ 1,088.000 | 5 2,61 5 - CR 0 0.00% FY03
4 |Rehabilitate 140 S§ Manhaoles 5% Fy14 1 5 2000005 28 5 - CR 0 0.00% FY0s
HlAnnnal Sanitans Sewer Insnectinn RO FY¥1R il % Toonnn il s 5 = "R i N NN% FY 1R
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Show How the Plan will Affect Rates,
Customers and your Fund

Total Revenues § 335249 % 335,249 F 335249 360,952 § 385348 5 400649 § 426636 § 46
Expenditures 5 225360 3% 230,994 3 236769 5 242688 5 248755 F 254974 5 261349 5 26
Pre-existing Debt Service 5 5 -
From Capital Projects (below) 035 BYT7A0 % 11,025 % 3 5 5 !
Total Expenditures § 225360 5 288744 5 247V94 b 242688 F 248755 5 2540974 §F 261349 F 26
Met Income 5 109,889 3 46505 5 B7455 F 118264 F 136592 5 145674 § 165287 § 19
Financial Reserves § 950000 % 1044005 F1183660 § 1361107 51565755 S 1789717 52044490 § 234
Mew Rate per 1,000 gals b 450§ 450 3 484 § 516 § K36 5 BT0 3 523 5
Avg. Customer BjlLI5 00 G-y b 3ra0 3 3750 % 3851 % 3947 % qu-u 4269 5
r Increase in Customer Bill for /A 0.0% 279 2 5o 159 2 6% 3.9%
5,000 gals
rease for Large Users N/A 0.0% 7.5% 6.6% 3.9% 6.4% 9.3% 4/\:{9
e
First Year | Ao
of CR Annual
Term Rate | Allocation | O&M Costs Fy0G FY 07 FY08 Fy09 Fy10 Fy11 Fy12 Y
0 0.00% Y12 b B B ! 3 ! B 5 15800 % 1




Questions?

i | UNC

—_— ENVIRONMENTAL FINANCE CENTER WWW_efC_unC.edU



