(Exh A)

SUN RISE 11 North 300 West, Washington, Utah 84780

ENGINEERI TEL 435.652.8450 | FAX 435.652.8416 | sunrise-eng.com

September 5, 2018

Mr. Derek Imlay
Public Works Director
435 N. Main Street
LaVerkin, UT 84745

RE: Supplement to Culinary Water Master Plan

Dear Mr. Imlay,

Sunrise Engineering, Inc. (Sunrise) completed a Culinary Water Master Plan for LaVerkin City (the City) in
September, 2017. The Master Plan represented a collaborative effort between the City and Sunrise to analyze
the City’s culinary water system against current applicable governing law and operational realities, and to
recommend improvements, where necessary, to support the City’s desire to maintain a viable utility in the
long term.

Among other recommendations, the Master Plan noted, “It is recommended that, if in a given year there are
excess funds generated by the existing rate, these funds be saved in an interest bearing renewal and
replacement account for expenditures on future projects.” This approach was consistent with the City’s
approach in years prior, and while fiscally inadequate, highlighted the need to be aware of system service life
and to prepare financially to replace the water system on an ongoing basis as elements in the system reach
their functional life.

During and subsequent to completion of the Master Plan, the City has experienced rising costs of operation
and maintenance of its water system, especially due to breaks in water lines which have quickly and
repeatedly absorbed annual system repair budgets. Other incidental system costs are also rising and
projected to rise, including additional operational efforts due to rising populations, legislative mandates, and
development of water sources. These factors have caused the City Council and staff to look closely at the
need for a rate increase to: 1) partially correct suppressed water rates resulting from approximately 18 years
without a rate increase, 2} address growing operational and maintenance costs, and 3) more aggressively
fund renewal and replacement projects on the aging system.

Based on the factors summarized above, and subsequent to delivery of the Master Plan report, the City
directed Sunrise to update the Cash Flow Analysis (given in Appendix E of the Master Plan) with the specific
directive to include funding for more aggressive renewal and replacement of the water system. Sunrise acted
on the City’s directive, producing an expanded Cash Flow Analysis which is attached to this letter. Notably,
among other things, the analysis assumes, calculates, or concludes:

1. The City's population and system demands will continue to grow.

2. The culinary water system and its components have a functional service life of 50 years, consistent
with industry-standard assumptions.

3. The replacement cost of the entire system in today’s dollars is estimated at $16,900,000.

4. Economic inflation and the cost of goods and services will increase at an annual rate of 3.0%.
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5. The City Council will consider an annual rate increase of 2.0% on average, or as needed to maintain
the financial viability of the culinary water utility.

6. The connection data, meter data, audit information, and other system information used to form the
basis of the Cash Flow Analysis is reasonably accurate and sufficiently sound, providing a reliable
picture of system operations in recent prior years.

7. High-priority system improvement or renewal and replacement projects will be completed within the
next six years (the high-priority improvement projects are listed in the attached Cash Flow Analysis).

Of note, the Cash Flow Analysis suggests that a $14/ERU/month rate increase (the equivalent of $14 per

month for a single family household) should be implemented if the City desires to operate the system in a
financially viable manner under the assumptions given.

It should be noted that a Cash Flow Analysis represents a best estimation, based on prior system
performance, of what a utility will experience in the future; however, it is not a guarantee of future financial
performance. It is recommended that the City review system finances annually, making rate adjustment
decisions based on recent years’ performance.

Lastly, whereas the Culinary Water Master Plan has not yet been formally adopted by the City, it is

recommended that this explanatory letter and updated Cash Flow Analysis be adopted as a supplement to

the Master Plan when it is adopted.

Please call me at (435) 652-8450 with any questions.
Sincerely,

Joseph K. Phillips, P.E.
Principal / Project Engineer

attachment
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CASH FLOW ANALYSIS
CULINARY WATER MASTER PLAN

1 Fiseal Vear Beginaing buly 1 2012 2008 014 015 2016 w7 2018 019 2020 01 022 20 024 2025, 206 2000 s
H i e 30 2013 2014 ms 2016 2mr 2018 019 2020 2021 2022 023 2020 208 2026 207 2028 2029
3 [ Growai Rate? il o]

& |inciude Renewal ang Replacermen? [yes/no) o

5 [inciude imanct Fee? fvesinol es

& |annual poputatian Growan Aate varies Lo0%. 1.00% 2508 25m% 175% 235% 275% 235% 275% 1o0m 3.0t 2004 300%
7 JAssumed system wite prmarsy 50 50 0 50 s 0 so 50 50 s 50 s0 50 50

8 KU Jima) varles. 51400 sazp 5091 509 5004 5036 soom s1.00 s s1.04 108

o fannual Rate increase i) Lo 2oan 20m% 2.00m 2.00% 200 200% 200% 200% 200 2008 2008
10 fannual Rate of tnflation 3008 300% 3.00% 300% 3.0 3.00% 2.00% 2.00% 3.00% 3004 100% 3.00% 100% 3.00%
11 [waTen svsTem para

12 [Average User hate per £AU $3101 Sanar 53124 53048 53048, 53048 sanan 54537 $a6.2 sa220 $4nas 911 $50.00 510 ss211 $51.15 ssan
13 |cannectian Few pes Cannection 75 $375 375 sars sam5 S8 3427 435 s4an 5161 5475 s4m9 s504 5518 5515 5551
14 |imgact tee (546" metery S1LAT8 $1478 $1478 S1478 $1572 1571 suaz .57 51,572 sLan 5157 s1sm2 51,572 5151 51572 5157 157
15 [Tatal Exisuing ERUS 1525 1679 1,618 1653 670 1,686 172 um 1820 1870 1921 1975 2029 2090 2151 217 28
16 |new ERUs 144 -1 s Y a7 a a a sa 51 53 s [ @ & 67
17 [istimated Watir System Raplacemont Cest 516,500,000

18 [waren sysTem nevenues

19 [user Fees (Water Sales) 582,188 S3,89 604,577 et 5619782 11 593,765 976,152 51,024,360 51073501 51,125,165 51,175,231 51,235,498 51,299,941 51365719 §1,434,025 51,507,427
20 |connection Fees $3.240 51200 51275 56,385 36,642 S173742 518,237 sa1178 s22415 sum 525,106 526,570 530,675 32504 $34,526 $36.620
21 |other Operating Incame 552,828 351,130 $36318 sary 518535 529412 530204 531208 532,139 1109 534,096 535,118 536173 537,258 $30.376 $20.527
22 |impactrees 12643 S 537,305 525,985 526,45 566267 567,924 576584 $78.690 8054 583,078 585,362 595,683 98554 5101510 5104558
1 TOTAL REVENUE: $660,099 084,972 61,078 $670,07 $673,719 $661,224 L6718 51,092,207 $1150327 $1,206825 51,262,846 _s1asn SL382.984 $1A62474 $1534075 $1,608,236 51,688,139
2

25 |WaTER SYSTEM &M EXPERSES o

26 [Parsonnel services 5289518 5231760 Sa5T.017 368,120 S27,854 200,190 5310372 s3m218 317,001 5367.009 5308154 5110473 5435101 451,207 488,880 $518.212
27 |operation & Maintenance 5163,530 159,750 $173.8%0 5180846 188,000 5198,424 500,337 5221374 5234,101 247,564 5261,759 276,852 529,464 s3L071 329,736 s3an520
0 |insusance 7,108 $11.858 (AT s127 513,563 514387 515,108 515,978 536,095 51708 Su49s 520029 521231 s225a5 $23.856
20 |other supplles & Expenies 342,395 $28.797 s32917 $3254 535025 537504 539,851 saran 54312 6892 549,508 35243 555,585 s88821 se2,156 566,201
30 [Beneti rgense - GASH 68 suan Suan 524,826 525,819 53723 sm.7137 530,388 1,137 532,905 535939 538,008 640,286 542,708 515,265 547,981
31 |Pension Expense - Gass 68 520,252 572,495 576,125 579,168 519,168 579,160 570,168 79,168 579,168 579,168 579,168 579,168 519,168 $79.168 579,160
32 [antieipated Caitam Wel Water Puschase $5.000 35,215 55,526 578 56,063 36351 56,653 56,005 57035 s2701 58,00
33 [ 303 Campliance 515,000 515825 516735 517607 518,715 s19.70 Sa0.929 521,185 521516 sa0.027 26,422
Y Sub-Faral Operatian & Maintainance 5498,451 455,499 $424,508 3525036 686D 5568,744 615,671 s6a5,178 677,671 smz0m s1an362 706,780 527,404 123 sa18705 swr0.0 51,000,486
35 |WATER SYSTEM EXISTING DEBT SERVICE

36 [1999 Water hevenue (Estimated) $3L560 531,280 532,000 532,000 s3,710 s32420 532,120 531,820 S350 531220 530910 53620 EETEIT 50 ] s 0
37 |010 water Rewenue (Estmates) san2ms $47,400 $47,603 47,600 113 4734 547,906 547949 s47963 s47318 $47.904 547631 san.729 548,569 518,380 Sam162 547915
38 faua sites Acres (Esumated) 0 50 515,930 515750 s15.570 516390 516,195 516,000 515,05 515610 $36.015 516205 $15.995 515,708 515,575
» Sub-Totol Exlsting Debt Service 579,845 $mTM $95,713 79,603 95371 596,004 595506 496,153 435,678 595,168 84,629 $95,061 $96,454 564,778 564375 $63,47 63,430
4D |WATER SYSTEM NEW DERT SERVICE

a1 [ew Water imgeavements Loan (Bond A 50 50 50 50 50 $0 ] 50 50 50 50 sa E) 0 s 50 50
42 [Loan Reserve (raymant/10] 50 0 50 50 50 50 50 50 50 50 50 sa 50 50 50 50 50
a Sub-Tatal New Debt Service 50 0 50 50 30 50 sa s 0 s0 ) a s 50 sa s 50

44 |WATLR SYSTEM OTHER EXPINSES

45 [Renewal and Replacement Prajects 50 0 50 50 50 30 533,000 s34,140 S3se.M 5169342 s302 5391435 $403,390 5415697 saznien $441,013 454284
"

a7 |WATLR SYSTEM EXPENSLS SUMMARY

b |WATER SYSTEM DBM EXPENSES 46451 5455 499 $424,808. $525,036 S546,869 568,744 615,671 5645,178 SE7E7 §712,030 148,362 5786, 780 27,404 572,231 5919,745 570,107 51,023 486
49 |WATER SYSTEM ESTING DERT SERVICE $79.805 $mra $95,71 $79,603 95373 596,004 595506 596,159 595,678 595,168 80,628 595,061 §96.454 6470 564375 sa047 563,450
50 |WATER SYSTEM NEW DEBT SERVICE sa s 50 0 50 50 s sa ) s 0 %0 0 50 so s 0

51 [AENEWAL B REPLACEMENT ORPENSES s 0 0 0 0 0 5318,000 534140 350,504 5369342 580,422 5191,835 5401,590 5415697 5418160 41,011 $454,2.
52 TOTAL EXPENSES: 5576,29 3534223 $520,521 5605439 $642242 508,148 51,045,267 $1,009,477 31,131,933 51,178,540 51,223,811 $1273,675 1,027,088 $1,352,703 31412289 _ 81,475,087 s1541220
B

54 [romal Expenses pavable by impact Fees 531,580 531,180 532,000 532,000 s3.710 s12420 512120 53820 $31520 531220 510,920 531,620 saL30 0 50 E) 50
5 o User Rates s544,726 4502, 43 Sand521 $573.430 $610.552 632320 LA 51,057,657 51,100.413 51145320 51,102,488 $1.242.055 $1,206,130 51,352,703 S1412,288 51475067 51,541,220
6

s NET CASH HLOW: 593,520 3,216 163,431 559,32 swan 522,651 [ $3,230 21,381 430,205 s39433 sa735 555496 $109.171 $121,787 $134,168 5146919
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CASH FLOW ANALYSIS

CULINARY WATER MASTER PLAN

1 Fiscal Vaar Beginning luly | 2012 2013 2014 2015 2016 7 018 w18 0 02 00 02 020 205 s 027 028

] Ending hume30) 2013 2014 2015 2018 2017 2mn 2018 2020 2021 w22 2023 02 2085 2026 7 2028 2029

3 finclue Growih ame? fyesfn) prey

4 finciuse Renewat and Replacesment (yesfo) yes

5 finclua imoact Fee? Iyes/no) res

6 frnnual populstion Grawin it varies Lo 100% 250% 250% 275% 275% 275% 2758 2% 1o 160w .00% 3000

1 fassumed System Ute freas) 50 50 50 50 50 50 0 50 50 50 50 50 0

8 [Rate increase (5 / ERU / mo) varies 51400 509 som sas1 004 5096 s098 $1.00 sim S04 5106

3 fannual Rate incress i) 200% 200 2.00% 20m% 2.00% 2.00% 200 200% 200 2o0% 200 2008

10 fannual Rate of inflation __aom 3.00% 200% 3.00% 3008 3.00% 3000 2.00% 3.00% 3.00% 3.00% 200 3008 3.00%

11 [WaTER s¥3TIM DATA

12 fAveiage User Rate per AU S3L61 52947 $3130 $30.48 53048 53040 saasn 4587 #4628 $4120 [ s49.11 35009 5100 5211 353,16 gsan

13 JConnartion Fee per Coaneetian s 575 575 5378 5386 s388 sa10 sz 5435 saan $461 75 sa09 3504 5519 5535 5581

14 Jimpact fee (5/8° meter) s1478 51478 S147 $1478 $1572 $15712 5157 5157 51572 susm 51,572 5157 151 s1572 51572 51572 51571

15 [Fotal Existing ERUs 1535 1679 1618 169 1,670 1,686 18 1m 1820 1470 1922 1975 203 2,000 ERE 27 2104

16 [new Es: 148 1 ) i n a 4 a5 0 51 L} st 61 5] 6 &

17 festimated Waser Systom Replacernent Cast 516,900,000

8

5o fimpact e runD BaLaNCE

60 fimpact Fee Revenue 522,643 S1EA13 525,126 $37.308 564,962 $66,506 566,267 567,24 516584 578,650 580454 83,078 545,362 505,683 590,550 104,556

61 [impact Facs Cauering 1959 Hevonue Bond 31,560 s1L20 $32.000 $32,000 31710 $32.420 32,120 saLa0 531520 s3.220 530,920 31620 siaa 0 50 0

62 fimpact Fees Cavering Band A 0. 50 sa 50 50 50 50 50 50 50 50 50 S0 50 50 50

63 Aand A Reserve Payments 50 30 $a 5 s 50 50 50 50 e 50 30 s s0 s so

G Jumpact Fees Spent for Single Payment Projects o Self Help 50 50 sa ) s 50 50 50 546,400 50 505,000 30 s 533,800 50 s

6 Impct Fee Fund Balance ) 0 50 5,308 13252 $3866 s S104417 5150551 200,485 166,543 220,995 snGsTe $361.432 482,343 $367,498

o

67 JoPERATING & cAPITAL PROIECTS FUND BALANCE

68 fOperating & Capital Projects Accaunt Balance: 0 0 sa s 0 50 5335452 5351370 5379378 5399.617 5419 855 5430.670 5459086 $525,168 542,955 575,183 $601,162

69 [Rencwal and Replacement Expenses 0 0 sa 0 50 50 5483,000 172,000 $200,000 5270.000 $327,000 5149,000 50 0 £ 50 50

n Operating & Capital Projects Fund Bolance 30 s 50 50 50 50 (5347,548) {$r68178) 1. s1a1426 5233281 5524951 $04,097 $1,509,505 52,059,460 $2.834,643 53,235,808

n The propased user rate Iy estimated 18 fund renewal and replacement at tis percent of the desired rate:

”

73 fonasecT mpLEMENTATION SeHEDULE FriomITY

74 |2018 Muter Replacement Praject i 5149,000.00

75 [5he17 12 Pipesne Roplacemant 2 5334,000.00

76 [Plostine Across 54-3 {unpact e Ellgibicl 3 5218,00000

77 |530 Harsh Pipeline tmpravements . 513400000

78 500 st Pipekne Impravements {lmpact Foe Eliglie) s $84,000.00

79 Jiower Tank site Imgrovements ® 516,000,006

80 [2020 Five tydeant Upgrade/Roalacement Projcct L] $145,000.00

b1 [2039 Water Vaive UpgradefHeplscament frojoes ] 12500000

82 fwebl Sueet pipeline impreverments » $56,000.00

83 JsR 17 & 500 N, Pipetine improvements 1 527100000

84 Jusinghurss R, Pipeline improvements 1 5349,000.00

85 [Wilsan Lane Pipeline imgeovements {umpact Fee Eiigible) 1 545,000.00

86 12022 it Fee Anatysis Upcdate (impact Fer Blgible) 546,400,00

87 |2027 impar Fee Anatysis Uptiate (impact Fer Blglble) 553,800.00

& $483,000.00 $372,00000 5200,000,00 $316,400.00 $327,000.00 s134.000.00 S0.00 s0.00 553,800.00 5000 5000
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