
11 North  300  West,  Washington,  Utah  84780

TEL435.652.8450  i FAX435.652.8416  i 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  fundingfor  more  aggressive  renewal  and replacement  ofthe  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 S16,900,000.
4.  Economic  inflation  and  the  cost  of  goods  and  services  will  increase  at an annual  rate  of  3.0%.



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-prioritysystemimprovementorrenewalandreplacementprojectswillbecompletedwithinthe

next  six  years  (the  high-priority  improvement  projects  are  listed  in the  attached  Cash Flow  Analysis).

Of note, the Cash Flow Analysis suHHests  that a !>14/ERU/month  rate increase (the equivalent  of S14 per

month for a sinzle 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



CASH  FLOW  ANALYSIS

CllLn'NARY  WATER  MASTER  PLAN
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CASH  FLOW  ANALYSIS
aTLmARY  WATER  MASTER  PIAN
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