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- 8 Objectives for this Session:

At the end of the session you will be able
to...

M Define Asset Management

B Understand & Explain the Benefits of an
Asset Management Program

M |[dentify Steps your system can take to begin
an Asset Management Program




Best Practices Guide and Fact Sheets

| SEPA
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persacnel to oninhis comounity azets.

* A commsiment of tome and money to make cosi-effectm
save mooe macey over the long-temm).

A team made up of key decision makbers

A sustaimahle water sesvice delivers safe, clean wabes o its cusiomens” s
‘mapximize theiz useful ife. An asset management prograca will help you
understandable. Souall systemas that have siciple 2532t manapensent plaws
comaplex plans. Asset manasement will snable your sysiem ta:

= Have mare effcient and forased opeoations.

* Choose capital projects that meet the system™ trae needs

+ Base mies on sound opeoational decisions.

# Improve it finzneizl kealth.

= Reduce envirormental wialrtiors éne to faied or poorlr perfoen
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Asset Management: A Best Practices Guide
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Flow Chart: The Five Core Questions of Asset Management Framework

1

Minimum Life
Cycle Cost

Current State
of Assets

Asset /

Management

T

Critical
Assets

Level

of Service

(ED STy
o fs‘,..

HIA
NI,
(o)
# agenct

<
Ni

«
¢ proT¥



What Is an Asset?

All your “stuff’; pipes,

pumps, computer
programs, furniture,

rolling stock, valves,
@ motors, buildings etc.
©e®




Asset Truths

= All assets are not created equal
= All assets eventually fall
= Fallures directly affect system performance

= Two categories:

= Short lived — generally replaced via cash

= Long lived (Capital assets) — generally financed,;
can be cash



Asset Management (AM)
Includes:

B Maintenance

® Planning

B Finance & Rates

B Public Relations

B Personnel & Training

NONE stand alone!



Asset Management (AM)
Includes:

B Maintenance

® Planning

B Finance & Rates

B Public Relations

B Personnel & Training

Which do you think iIs more important?



Asset Management (AM)
Includes:

B Maintenance

® Planning

B Finance & Rates

B Public Relations

B Personnel & Training

A well trained & stable work force
7 N\

Board / Council as well!!!....



Good management
comes with a Price!...

What are the two guestions you must always be able
to answer?

Why should we do this?
What’s it going to cost?

Customers don’t need to “like” the answer!



Flow Chart: The Five Core Questions of Asset Management Framework
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#1 Current State of Assets

What do |
own?

WHERES
Its
condition?

What Is
Its value?

What Is
Its useful
life?




1. Current State of Assets

= Prepare an asset inventory and system
(facility) map

Best Practices
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1. Current State of Assets

= Prepare an asset inventory and system
(facility) map

= |dentify condition and importance of
assets

Best Practices



Asset Inventory

M |dentify number/feet/type of all important
components in your utilities

*Year Installed
Useful Life
Condition

Replacement Cost

O FIBBING!




Collecting Data...
...hardest part!

® Facility Maps and Plans

B Bid/Construction documents
B “As-builts”

B \Walk the line

Wheel or pace yardage
Count valves, hydrants etc.

B Your experience and observation




1. Current State of Assets

= Prepare an asset inventory and system
(facility) map

= |dentify condition and importance of assets

= Assess useful life

Best Practices



Asset Management:
A Handbook for Small Water
Systems

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




Introduction to the System Inventory
Worksheet

The following System Inventory Worksheet will help you:

ldentify all of your system's assets;

Record the condition of your assets;

Record the service history of your assets;

Cetermine your assets’ adjusted useful lives;

Record your assets’ ages; and,

Estimate the remaining useful life of each of your asseis. Usually, there are two steps to
estmating useful life:

1. Cetermine the expected useful life by using the manufacturer's
recommendations or the estimates provided in the box to the right. Adjust these
numbers based on the specific conditions and expenences of your system.

2. Calculate an adjusted useful life by taking inte account the senvice history and

curment condition of your asset.

Two copies of the worksheet are provided. The first copy is follewed by instructions that will
help you understand how to complete it The second worksheet is an example. Appendx &
has blank worksheets that you can photocopy and use.

Estimated Useful Lives

Expected Useful

Asset Life {in years)

Intake Structures 3545
Wells and Springs 25-35
Galleries and Tunnels 30-40
Chiorinaticn Equipment 1015
Other Treatment Equipment 10-15
Shorage Tanks A0-60
Purmps 10-15
Buildings A0-60
Elecirical Systems 7-10
Transmission Mains 35-40
Distribution Pipes A5-40
Valves A5-40
Blow-off Valves 35-40
Backfiow Frewention 35-40
Meters 10-15
Senice Lines 30-50
Hydrants 40-50
LabMonitoring Equipment o7

Tooks and Shop Equipment 10-15
Landscaping/Grading 40-50
Ciffice Furmiture/Supphies 10

Computers i

Transporation Equipment 10

Mote: These numbers are ranges of expected
useful fves drawm from a vanety of sources. The
ranges assume that assets hawe been properly

maintained.




1. Current State of Assets

= Prepare an asset inventory and system
(facility) map

= |dentify condition and importance of assets

= Assess useful life

= Determine asset values and replacement
costs

Best Practices



#1 Current State of Assets

What do |
own?

WHERES
Its
condition?

What Is
Its value?

What Is
Its useful
life?




Flow Chart: The Five Core Questions of Asset Management Framework
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#2 Level of Service (LOS)
What is LOS?

M A policy decision to provide an “amount” of
service to meet:

Reliability and safety of utilities
Future needs

Customer needs / wants

2 Financial Viabllity

What is the order of the above?




| evel of Service

Examples:
B No violations B Phone answered In
B Admin/OP rules 3 rings

B Good water
pressure

W System performance

B Repair parts on-
hand

B Growth planning
B Public Relations
B Rates

W Backup generator
B Emergency plans

® Well trained
personnel




| evel of Service

B Administrative Policies & Planning are the key
elements

B There must be good communication:
management «—> operations

Good LOS always comes with a cost!
Well trained personnel, backup power, modern billing programs

Good people = good service + good maintenance




| evel of Service

= The higher the LOS, the higher the cost:

= Well trained personnel, backup power, modern
billing programs

= Some LOS costs can be partially recovered
= Good people = good service, good maintenance



Financial Viability

DOH.:

“Sufficient funds to operate, maintain and
manage a public water system, on a
continuing basis, in full compliance of federal
and state laws”



Administrative Policles

= Meeting WSP and SWSMP requirements
» Establishing adequate reserves (rates)

= Requiring system reliability

= Pro-active maintenance

= VA/ERP

= Tracking LOS



Tracking LOS - PR!

= Number/type of complaints

= Number of events
= Qutages
= Repairs
= Callouts
= Other + changes
= Leaks — WUE rules



2. Level of Service

= Analyze current & anticipated customer
demand & satisfaction with the system.

= Understand current & anticipated regulatory
requirements.

= Share with the public your systems
performance targets.

= Use LOS to track system performance.

Best Practices
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#3 Critical Assets

Which assets are critical to sustained
performance?

B Determine Criticality & Analyze Consequences

LIVulnerability Analysis

M VA - ldentifies vulnerability from intrusion, terrorism, storms,
flooding, earthquakes etc.

[LIEmergency Response Planning
B ERP — What you are going to do about it?

Who does what & phone numbers

B \What's the probability of failure?
[IPast history
[JAge & Condition
[ITrends







3. Critical Assets

= Analyze fallure risks & consequences.
= Conduct a failure analysis.
= List assets by failure type.
= Update VA/ERP

Best Practices
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#4 Minimum Life Cycle Cost

B Scheduled Maintenance
Reactive vs. Proactive vs. Predictive

M Recordkeeping (trends)

® Planning
Financial
Contingency




4. Minimum Life Cycle Costs

Move from reactive maintenance to predictive.

Know costs & benefits of rehabilitation vs.
replacement.

Deploy resources based on asset conditions.

Analyze possible asset failures & develop
specific response plans.

Best Practices
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#5 Long —term Funding Plan

B Inventory your assets!

M Determine needed reserve cash accounts
Short term asset replacement

Cash components of capital projects: such as
preliminary engineering

M Determine likely loan sources
M Translate the above into rates!




Determine Funding Source

= Cash reserves

= | oan sources
= Know prioritization of funding

= Likelihood of grants
= Community Development Block Grants

= USDA Rural Development
= DOH SRF “forgiveness”



. oans

= DOH State Revolving Fund (SRF)
= USDA Rural Development (USDA RD)
= Public Works Trust Fund (PWTF)

= RCAC — Smaller amounts and bridge loans
guaranteed by USDA RD

= Bank Loans : Generally not available
without “liquid” assets (property or cash
escrow)




Grants

= Grants are extremely competitive and
are always fully allocated

= Grants are tied to income of community
and need

= Community Development Block Grant

= USDA Rural Development
= “Forgiveness” under DOH SRF




Now and the Future

= Prioritization for loans and grants is likely
to be changed

= Especially in the realm of financial planning
and “sustainability”

= You will need to show planning skills

= You will need to demonstrate “stewardship”
of your utilities
* Forward planning
= Rates and reserves



5. Long Term Funding Plan

= Revise your rate structure.
= Create & fund a dedicated asset reserve.
= Attend workshops.....IACC!

Best Practices



Asset Management
Life Cycle

#5 Long- ~ #1
term Current

Funding state of
Plan Assets
#H4
Minimum 2 I(_)(?vel
Life Cycle -
Cost Service

\ #3 /
Critical
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Quicksand

= You don’t have an asset listing

= You don’t have condition ratings

= You don't have criticality listings

= You don’t have calculated reserves

= Suddenly, things are “due” in a short amount
of time




1]

Copy of Asset Inventory Worksheet vi4.xls [Compatibility Mode] - Microsoft Excel

Iay \ ad9-c
/A . - .
— Home Insert Page Layout Formulas Data Review View
;‘ Arial |13 - IA‘ A | = — ||4?;le| — General = -El 1 7 l
2 —l__. = s dpd S
5 | BLL U O A [ e [ % o [ 08] Covtiom romrss el
yboard T+ Font I Alignment l4 Number = Styles
2011 J .Calculatid Replan?‘ment Lite l Galcula:ed Eq:.lity No calfia'
Est. - i Calc - Book
Install . | Condition | Critical . | Original | Value [Replacment] Infl.
Asset and Descriptinn Date Eﬁf;:m Rating |Number REL'}}:'" Cost Original Cost Rate
RCAC V14 39
Year | Years !I_;T]E _:_;E i Years | Cost$ | Value$ Cost § b
Spring Street 3" Cla Val (1) 2006 25 1 20.0 $0 $1,000 2.0%
Spring Street 3" valve (1) 2006 25 1 20.0 2.0%
Spring Street 4" valves (2)| 2006 25 1 20.0 2.0%
Spring Street 6" flow meter| 2006 25 1 20.0 2.0%
Spring Street 6" valves (2)| 2011 23 1 23.0 $0 $5,000 2.0%
Spring Street 8" Cla Val (1)] 1988 50 1 27.0 $0 $50,000 2.0%
Spring Street 8" valves (2)| 2011 1 1 1.0 $0 $6,000 2.0%
Spring Street chem feed pump| 2011 2 1 2.0 $0 $6,000 2.0%
Stringtown 1 PLC (not used)| 2011 3 1 3.0 $0 $6,000 2.0%
Stringtown 1 pump control panel| 2011 4 1 4.0 $0 $6,000 2.0%
Stringtown 1 rugid com panel| 2011 5 1 5.0 $0 $6,000 2.0%
Stringtown 2" Cla Val (1)] 2011 1 1 1.0 $0 $1,500 2.0%
Stringtown 2" valves (4)| 2011 2 1 2.0 $0 $3,000 2.0%
Stringtown 3" valves (2)| 2011 3 1 3.0 $0 $1,500 2.0%
Stringtown 8" flow meter| 2011 4 1 4.0 0 $1,500 2.0%
=i -




Equity per

Monthly Cost Per Unit for

78 Total Equity: $223,136 ERU:| $2,861 Reserves: 356.41
| (Connection Annual $$ to Reserves: $52,800
7 _ The Valueaof My_Assests _ My_Cost to Feplace

Calc - Sook Aceum Saving
Remain Original ‘J:alye Replacment | Infl. Loss of | Debt and Equity Cash Acc't Future Cost
Life % Cost Original Cost Rate Value Grants Replace? Interest
$$ (Dep)

% Cost $ Value $ Cost $ 0% Loss $$ | Value $ Value $ X % Value $
I 42% $0 $10,000 $5,800 $4,200 $10,000

3% $0 $20,000 $19,333 $667 1.0% $20,000

3% $0 $5,000 $4,833 $167 1.0% $5,000

20% $0 $5,000 $4,000 $1,000 1.0% $5,000
25% $0 $3,500 2.0% | $2,625 $875 1.0% $3,714
25% $0 $3,500 2.0% | $2,625 $875 1.0% $3,714
49% $0 $52,800 $26,752 $26,048 ~ 1.0% $52,800
35% $0 $8,000 2.0% | $5,184 $2,816 1.0% $11,336
53% $0 $102,200 | 2.0% | $47,693 $54,507 1.0% $192,600
53% $0 $16,500 2.0% | $7,700 $8,800 1.0% $31,095

3% $0 $4,000 $3,867 $133 X 1.0% $4,000

3% $0 $2,500 $2,417 $83 X 1.0% $2,500

1% $0 $6,000 $5,947 $53 X 1.0% $6,000

3% $0 $7,000 $6,767 $233 X 1.0% $7,000

ADF &n &4 Ann Eaco ' Lr] o A4 Myos &4 nnn




Summation

B The Asset Survey produces a “visual picture”
of equipment replacement

PR tool
M Projects cost of replacement
B May be used to defend connection fees




“Outyear” Budgets

B Required for WSP and SWSMP
6 year budget forecast; current + 5 years

B Future budget projections will include
Inflation, new loans and annual expenses

B You will clearly see rate increases If
needed




Impact of Inflation Over Next 5 Years
Total Inflation Cost; $83.647
$30,000 -
$25.000 3802
$20,000 g6.715
$15,000 563
o $22.360
$10,000 e $11,014 $16,645
55,000 S 45,466
$0 |
2011 2012 2013 2014 2015
Total inflation paid g5 4gg $16,480  $33.125 $55,485 $83,647

to end of this year:







