Guide to SCHEDULE for Water Supply and Wastewater projects (to be completed based on the municipality’s entire utility, by applicants with a Water Supply or a Wastewater project) 

If you get a security message when opening the Schedule, select “trust” or “enable macros” to continue.

Part 1  Calculating the Annual Contribution required for a Sustainable Water & Sewer Utility 

· COLUMN (a)  Estimated remaining years of service life 

Complete the breakdown of infrastructure components and determine how long the waterworks or wastewater infrastructure will last before it has to be replaced.  For waterworks infrastructure please refer to the standards established pursuant to subsection 35(2) of The Water Regulations, 2002.  This refers to the estimated number of years that an asset will be able to be used for the purpose for which it was designed/constructed.  It is the judgment estimate of an engineer as to the future effect of wear and tear, decay, inadequacy and obsolescence.  This estimate should be revised every two or three years, or sooner upon the recommendation from relevant professionals.    
· COLUMN (b)  Estimated capital replacement cost of components 

Estimated total capital replacement cost of water or wastewater utility.  This is the cost of putting in a new utility system, or the recurring activity of keeping equipment in normal or expected operating condition. (eg. the total replacement costs of major water utility infrastructure components).  Expertise from an appropriate professional such as an accountant or engineer should be considered in order to determine the cost.  An estimate can also be achieved by comparing the initial cost (the sum of labor, material, and equipment input expenditures of capital used in its construction) with current market prices to determine the realistic estimated costs of replacing the waterworks utility.  If there will be any salvage value, subtract it from the estimated costs of capital.  Please note that by December 31, 2005 and every five years thereafter the information for the waterworks portion of the water and sewer utility should be obtained from the independent engineering assessment of the waterworks required under The Water Regulations, 2002.  SaskWater, SUMA and Saskatchewan Environment have been scheduling assessment with municipalities over the past year, if your municipality has a completed waterworks assessment; please use that data in completing this section and include a copy of the assessment with your application. 

Waterworks Infrastructure Components - means any waterworks that:

a) are owned by a municipality that are operated by a municipality or by a third party on behalf of a municipality, established under a public utility board under The Rural Municipality Act, 1989 or where a municipality is a partner in or part of a cooperative of a waterworks; 

b) supplies, collects, treats, stores or distributes water;

c) is part of a municipal distribution system, and includes wells and other supplies of water connected to a distribution system; and 

d) is intended or used for human consumption, regardless of whether or not any other uses have been made of that water.  

Major infrastructure components include the supply source, collections, treatment, storage, distribution system and public wells. 

Wastewater Infrastructure Component  

Major infrastructure components include the sanitary sewage collection, pumping and force mains, treatment and disposal, sewage pumping station, lagoons, treatment plants and storm channels.  

· COLUMN (c)  Estimated annual capital upgrade and replacement savings amount

Estimated capital replacement cost of the component divided by the estimated remaining years of service life. (b ÷ a)

· CALCULATIONS

(1) Total replacement cost of utility: 

· column (b)  This is the total estimated replacement cost of your Waterworks and Wastewater Infrastructure Components.

· column (c)  This is the total estimated annual capital upgrade and replacement savings amount that is required to keep your Waterworks and Wastewater system sustainable.

(2) Capital Reserves: This is the amount of money specifically set aside by Council to finance future water & sewer expenditures, which may be either operating or capital in nature.  

(3) Remaining unfunded capital replacement costs: This is calculated by taking the total replacement cost of utility less the capital reserves.  (A-B=C)

(4) Percent of unfunded capital replacement costs: This is calculated by multiplying the remaining unfunded capital replacement cost (C) by 100, then dividing by the total replacement cost of utility (A).

(5) Total calculated annual capital upgrade and replacement savings amount: This is calculated by multiplying the total replacement cost of utility (E) by the percentage of unfunded capital replacement costs (D).

Part 2   Annual Financial Information on Water Supply and Wastewater Utilities

· CALENDAR YEAR COLUMN

1. Revenues: 

· Include revenues generated from the water and sewer operating utility only.  This includes all revenue charges and sales, late payment charges, connection fees and re-connection fees and public wells.  Please refer to the Schedule of Revenues of your most recent Financial Statement (does not need to be an audited version).  

· Do not include funding from the general operating fund, capital grants, capital reserves, debenture proceeds, long term debt or any other funding from outside of the water & sewer utility.

2. Expenditures: 

· Operating and maintenance costs: Include expenditures made from the operating water & sewer utility.  

· Include wages and benefits, operator time costs to maintain the water supply, wastewater or public wells, professional contractual services, utilities, maintenance, materials and supplies, as reported on the Schedule of Expenditures by Type of your Financial Statement.

· For your Water Utility, report activities related to acquiring, treating and supplying water, including; acquisition of water supply through wells, lakes, rivers; purification and treatment; transmission and distribution, including operating and maintenance of facilities and lines.  

· For your Wastewater Utility, report activities related to the collection or removal, treatment, and disposal of sanitary sewage, including; sanitary sewers and combined sanitary-storm sewers, lagoons, plant and equipment, public comfort stations, man holes, booster stations, reclamation of sludge areas for lagoons or treatment plants.  

· Bulk water purchases:  This is the cost of bulk raw or treated water purchased by the municipality from another jurisdiction that is distributed through the municipal waterworks.

· Capital infrastructure loan repayments:   

· Principal - report the principal loan repayment owed, based on existing water and sewer long term debt balances. 

· Interest – report interest accrued on capital water and sewer long term debt should be reported on this line.    

· Capital expenditures paid from water and sewer utilities revenues: Include only capital expenditures paid from the water & sewer operating revenues. Do not include payments from grants, capital reserves, etc.

· Capital expenditures for current year: Not paid out of the water and sewer utilities revenues.  Include the capital expenditures for which you will require debentures, borrowing or a grant. 

· Other (Please specify): This function should only be used to report water & sewer expenditures, which do not fall within the expenditure categories listed above.  If reporting information on this line, please ensure that you specify the nature of the expenditure.  

· Total water and sewer expenditures: Sum of all the water and sewer operating and capital expenditures for the year. 

3. Transfer of water and sewer utility revenues to the water and sewer utilities capital reserve fund: Include revenues transferred from the water and sewer utility to a water and sewer utility capital reserve fund.

4. Transfer of water and sewer utilities capital reserve funds to the water and sewer utilities revenues: Include revenues transferred from a water and sewer utility capital reserve fund to the water and sewer utility.

5. Transfer of water and sewer utility revenues out of the utilities: Include revenues transferred from the water and sewer utilities to a fund outside of the water and sewer utilities, such as the general operating fund.  Specify where the money was transferred to.

6. Transfer of supplementary funding to the water and sewer utilities to cover expenditures: Include funding that is transferred to the water and sewer utilities from sources other than the water and sewer utilities to cover expenditures.  Specify where the funding was transferred from ie. general operating fund, capital trust fund.

7. Change in Net Financial Assets: If the change in Net Financial Assets (figure G) is negative, (a shortfall/deficit has occurred) explain how the loss will be financed in PART 3 Rate and Capital Investment Policy Information question 3.

· FORECAST YEAR COLUMN

Complete this column based on the assumption that your proposed project has been constructed.  This column includes all of the same fields as the preceding column.  

The figure F shown here (PART 2 of the schedule), must be equal to or greater than the figure F that was calculated in PART 1.

The following information may assist your municipality in determining its rate/price structure.  

Sustainability of Utilities   

A major objective of any water and sewer utility is to be financially self supporting.  To achieve this, a utility must recover its costs, in full, through a water and wastewater charge system.  Local governments must understand the actual costs of managing water and sewer utilities to operate effectively.  Water and sewer user charges are intended to recover costs associated with operations, maintenance, equipment replacement and capital construction for the entire life cycle of the system as well as the proper closure of obsolete facilities.  

Rate Structuring

Several rate structuring options are available for water system operators:

Increasing Block Rate, or Tiered Pricing 

Increasing block rate, or tiered pricing, is designed to encourage lower water use by increasing per-unit charges for water as the amount used increases. For example, the first volume of water (block) used is charged a base rate, the second block is charged the base rate plus a surcharge, and the third block is charged the base rate plus a higher surcharge. Many municipalities are moving toward an 'inclining block' or 'level rate' and away from a declining block model due to water conservation needs.

Decreasing Block Rate Pricing

Decreasing block rate prices reflect per-unit costs of production and delivery that go down as customers consume more water. The decreasing block rate encourages greater water use, whereas the increasing block rate results in a reaction to the price increase and a corresponding decrease in water use.

Time-of-Day Pricing 

Time-of-day pricing charges users relatively higher prices during a utility's peak use periods. Because customers are sensitive to price increases, these charges curtail demand. For water utilities, this method can be used seasonally, charging higher prices during the summer when water demand is greater.

Water Surcharges 

A water surcharge imposes a higher rate on excessive water use. The customer pays more per gallon for water use that is considered higher-than-average. Surcharges include unit surcharges, winter/summer ratios, and alternative seasonal rates. The unit surcharge method establishes a threshold level for excess consumption based on average daily per capita or per household consumption. A surcharge is imposed for all water use above that threshold level. For the winter/summer ratio, metered water use during the winter period is compared to consumption during the corresponding summer period, and a higher rate or surcharge is imposed for water consumption above the average winter use. Typically, an increase in usage of 14-20% occurs during the summer. Under an alternative seasonal rate structure, all water used during the summer or peak season is billed at a higher rate than during other seasons. The increased rate may be applied to all customers at all water-use levels.

Determining Utility Price Strategy

A cost recovery system assists a municipality to more evenly match the rate it is charging for water and sewer services to the actual costs of the services. A pricing strategy to achieve full cost pricing while also satisfying water conservation demands should be determined and implemented. The objective is to ensure that the pricing strategy determines prices such that sufficient revenue will be earned to cover total estimated budget cost. 

Practical Strategies for Sustainable Pricing:

1. Establish a long term plan. Pricing and financial planning go hand-in-hand with coordinating long-term plan to guide system management, investment,  maintenance, improvement, and pricing decisions.

2. Know the system’s true costs. Knowing the true cost of water service is at the heart of     sustainable water pricing. Many water systems may not fully recognize the cost of water service.

3. Understand the cost-price-demand linkage. Pricing obviously will determine whether revenues will cover costs. But pricing also influences demand patterns over the long term.

4. Practice goal-oriented pricing. Making sustainability an explicit ratemaking goal will facilitate the development of effective rate structures.

5. Communicate with customers. Water systems rely on well-informed customers; customer support for the utility’s pricing choices is essential.

6. Address equity concerns. Policy choices have distributional consequences that should be understood and addressed. Equity and affordability are valid considerations in utility management and ratemaking.

7. Work with regulating bodies. Many systems are accountable to local or provincial governmental authorities, which may affect the rate design process.

8. Monitor costs and revenues. Some rate design alternatives introduce more uncertainty into the system’s revenue profile. Monitoring can help identify issues that require attention. Long-term sustainability requires continuous monitoring.

9. Make needed adjustments. Adjustments will move systems closer to sustainability and related goals over time.

PART 3  Rate and Capital Investment Policy on Water and Sewer Utilities

Complete this page based on the assumption that your proposed project has been constructed.
1) Describe the objective of the municipality’s utility rate/pricing policy.

2) Describe the rates/fees indicating how they are determined and what the rates are based on.

3) Was supplementary funding required to complete the proposed project including the transfer of funds as per figure F in PART 2 Annual Financial Information on Water Supply and Wastewater Utilities of this Schedule?  What is the source of funding (eg. reserves, surpluses, capital trust funds, fund raising/donations, debentures, loans) and what plans does the municipality have for ensuring the sustainability of the utility.  

4) What are the objectives of the utility capital investment policy?

5) Employment of a certified water and/or wastewater operator is a condition of receiving MRIF funding.  Payment may be withheld until the municipality obtains the services of a certified operator.  Does the municipality have a certified operator? If yes, state qualifications and how long this person has been employed by the municipality.  If not, what plans are in place to meet this requirement, include the date by which a qualified operator will be employed?  

SAMPLE SCHEDULE for Water Supply and Wastewater Projects

PART 1  Calculation of the Annual Contribution required for a Sustainable Facility/Infrastructure

	Breakdown of Infrastructure Components
	Estimated remaining years of service life

(a)
	Estimated capital replacement cost of component

(b)
	Estimated annual capital upgrade and replacement savings amount for each component

(c)

(b) (a)

	Waterworks Infrastructure Components
	
	
	
	
	

	- Supply Source System
	10
	25,000
	
	2,500
	


	- Collection System
	10
	25,000
	
	2,500
	

	- Treatment System
	5
	75,000
	
	15,000
	

	- Storage System
	20
	10,000
	
	500
	

	- Distribution System
	15
	90,000
	
	6,000
	

	- Public Wells
	
	
	
	
	

	- Others (Please Specify)
	
	
	
	
	

	Wastewater Infrastructure Components
	
	-
	
	
	

	- Sanitary Sewage Collection/Pumping & Force Mains
	10
	25,000
	
	2,500
	

	- Sewage Treatment and Disposal
	10
	25,000
	
	2,500
	

	- Sewage Pumping Stations
	5
	40,000
	
	8,000
	

	- Lagoons
	20
	910,000
	
	45,500
	

	- Treatment Plants
	
	
	
	
	

	- Storm Channels
	
	
	
	
	

	- Others  (Please Specify)
	
	
	
	
	

	(1)Total replacement costs of utility (sum of above column)
	1,225,000
	A
	85,000
	E

	(2)Capital reserves
	100,000
	B
	
	

	(3)Remaining unfunded capital replacement costs  (A – B = C)
	1,125,000
	C
	
	

	(4)Percent of unfunded capital replacement costs (C / A x 100 = D)
	91.84%
	D
	
	

	(5)Total calculated annual capital upgrade and replacement savings amount                                                                                                               .                                                                                                                      (E x D = F)
	
	
	78,061
	F


	Number of Permanent Households with water supply hookups
	195
	

	Number of Permanent Households with wastewater hookups
	220
	

	Number of Commercial hookups (water & wastewater)
	21
	


   SAMPLE SCHEDULE for Water Supply and Wastewater Projects

PART 2 Annual Financial Information on Water Supply and Wastewater Utilities

	Calendar Year:  2004 

(most recent unaudited financial statement)
	Name of Municipality:     Town of Test


	1. Revenues
	2004 Calendar Year
	2005 Forecast Year

	Revenues from rates, charges and fees 
	$65,039
	$110,000

	Other  (Please specify _________________________)
	
	

	  1. Total water and sewer revenues
	$65,039
	$110,000

	
	
	

	2. Expenditures

	
	

	Operating and maintenance costs
	$49,003
	$49,000

	Bulk water purchases (treated or raw)
	
	

	Capital infrastructure loan repayments

· Principal

· Interest
	
	$27,000

$1,000

	Capital expenditures paid from water and sewer utilities revenues
	$12,720
	

	Capital expenditures for current year 

(not paid out of the water & sewer utility revenues)
	
	$824,362

	Other  (Please specify ____________________________)
	
	

	  2. Total water and sewer expenditures
	$61,723
	 $901,362

	
	
	

	SUBTOTAL  (1-2)
	3,316
	($791,362)

	
	
	

	3. Transfer of funds from the water and sewer utility to a water and sewer utility capital reserve 

(Figure F PART 2 must be equal to or greater than Figure F from PART 1) 
	($3,316)
	($78,061)
	F

	
	
	

	4. Transfer of funds from a water and sewer utility capital reserve to the water and sewer utility 
	0
	0

	
	
	

	5. Transfer of water and sewer utility revenues out of the water and sewer utility to:_______________________________.     

                                       Specify where the revenues were transferred to
	(0)
	(0)

	
	
	

	6.  Transfer of supplementary funding to the water and sewer utility to cover expenditures from:_______________________________.     

                                                                 Specify where the funding was transferred from
	0
	0

	
	
	

	7. Change in Net Financial Assets   

    (1-2+3+4+5+6) = 7
	0
	($869,424)
	G

	If G is negative, explain how you are financing this amount. (see question 3 on next page …PART 3 of this Schedule).

Note: If the project is approved for funding, the applicant may be required to provide a utility rate bylaw and capital investment plan bylaw to implement the long term sustainability plan.



SAMPLE SCHEDULE for Water Supply and Wastewater Projects
PART 3 Rate and Capital Investment Policy on Water & Sewer Utilities

	1.  The objectives of the utility rate policy – a description of what the municipality is trying to achieve with the rates. (Examples of objectives include ensuring affordability, fairness, equity, or user pay principle for consumers; financial independence and sustainability of the waterworks; cost recovery; water conservation; revenue generation; stability; administrative efficiencies; economic development; etc.)


	The Town of Test’s council has adopted a "best practices" approach model for their water and sewer utility strategy. The utility model adopted entails management through fees for service. The fee for service must be sufficient to fund the needs of the infrastructure and overhead operations, such as administration, bill collection and management.  Only users of the services support the service through the fee for service.  The amount paid by users is proportionate to their use of the service.  In addition to user pay system, Council has also implemented a charge per unit in excess of the baseline.  The user fee system tailored in this way is to encourage certain user behaviours (ie. water conservation) which, in effect, can reduce the overall costs of services. 



	2.  A description of the types of rates and fees charged for the utilities. (include wastewater and water supply)  Information can be obtained from the bylaw.  

How are the rates and fees determined and what types of costs are used for determining the rates and fees?

	Water rate is $20 per month for min 2000 gallons, $4.40 per 1000 gallons thereafter.  Sewage rate is $8.00 per month

All components of the service have been calculated including operator wages, administrator wages reflecting time spent on water and sewer billing, collecting and administering, all associated maintenance costs, upgrading, repairs etc.   Council has also built a capital replacement utility reserve fund into the budget for water and sewer services.  By including the reserve fund into the budget we are ensuring that upon the infrastructure meeting its life expectancy, it can be replaced or upgraded as necessary.  



	3.  Is supplementary funding from outside of the utilities required to cover the capital expenditures including the transfer of amount F from PART 2 of this Schedule?

If yes, what is the source of funding?

How does the municipality ensure that supplementary funding is available in the future for the utility?

  
	Yes          

Such as: prior approval from SMB has been obtained for a debenture issue in the amount of $_______ over __ years; a loan or debenture will be applied for at SMB to fund the project; partnership; fundraising; apply for MRIF funding; CTF or other reserves.

Council has a capital strategy in place to ensure long term sustainability of the utility.  The service rates will be reviewed yearly to determine that they reflect all costs and future needs of the water and sewer utility.  Council is committed to providing high quality safe and reliable potable water at affordable rates.    



	4.  The objectives of the utility capital investment policy – a description of what the municipality is trying to achieve. (Examples of objectives include ensuring sustainability of the waterworks, providing safe drinking water,, wastewater, ensuring rates are affordable to consumers, obtaining grants, etc.)

  
	The best practice approach model allows for life cycle asset management through long term predictable and reliable funding.  This model is an approach that balances the supply and demand and will also be self-financing.  Council sees this as an equitable way to recover the costs of services.  Council sees the following advantages to the user fee system: allocating costs for water/sewer services accurately to the users; securing a revenue stream for the water/sewer service; result in more equitable and fair alternatives to other financing mechanisms such as tax (assessment) based charges; affordability of potable water; the user pay system is fair and equitable for all users as it is measured in direct relations to consumption; the model adopted strives for financial independence and sustainability of the system without the need to acquire funding from other areas of municipal government. 



	5.  Does the municipality currently have a certified operator?

If no, what plans are in place to meet this requirement?  Include the date by which the municipality will employ a certified operator. 
	The current operator for the Town of Test, John Smith has been employed since 1982 (he currently has over 20 years of service with our municipality.)  His qualifications include Water Treatment - Class 1, Water Distribution - Class I, Wastewater Treatment - Class 1 and Wastewater Distribution - Class I
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