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eloplng Acceptable
Ratlos and Goals

— Kevin Ray
-~ Orange Water and Sewer Authority



T

--—-

—_—
PLJ'OJJQQMEFF ' ise Fund?

CYEN) LETe =funds Py definition are businesses.

CHVI LGl Sier to apply business model than
JJL-‘E Tépurpose governments.

— 'Strong business practices yield:
;1_:‘:_-—— * Insulation from politics
1 Justifiable rates and fees

Improved credit ratings
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SeUIRd, Business Apﬂlcw
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t off policies and objeétives to describe a
S\E and comprehensive approach to financial
olermru nd development and implementation of policy
aflel el ated decisions that guide the organization In
orox ]g the best and most economical services to
ECurrent and future customers.
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—4 ’Long -term financial planning
= Operations and maintenance
Capital Improvements Plans
Modeling
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‘Hrovjr} iélent financial resources and
2101118y fe) ) fund continued operation,
mEinten iance and construction of high
ﬂk_ﬁ.; 2ll q{y services and faclilities.

"_ | Eqmtable

- -?; Economlcal

Meets demand of present without
compromising the ability to meet future needs
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Hinancial planning and management that

Ul geligle lance with all legal requirements

SEL e'- 5 fees and charges that generally reflect cost of service

Ly

& il e credit ratings for favorable cost of debt
=3 ?Lu intainiappropriate risk management program
~ ' Establish context in which debt will be issued
f—ﬂ{",,-_Enhance Revenue stability

": Minimize uncertainty in revenue, capital and expense forecasts
= - Minimize rate shock through programmed implantation

Maintain competitive rates
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® Connlit 10 as S reasonable revenue and
,,<o~rJrJJ,r.L,. e estimates as possible.
O Jmur S out peaks and valleys in budget variance

) S ;é 1'zes long-term planning
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peratlng expenses with operating
::fgve_nues.

" Don’t plan to use nonrecurring revenues
Put non-operating revenues in the CIP kitty
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 YEStablishreserves

O \/\/omm, capltal ieserve (rainy day fund)
S HL}E;‘ 10:

ﬁset significant downturns in revenue streams
— euand hedge against revenue instability
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= Provides cash flow

-~ Measurable in number of days or ratios
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r<esez- ch & Development
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aintenance
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= j_?stabllsh amount of cash funding of the
: CIP (Pay-As-You-Go)
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é. mmdw ratios
¢! ernrlr /= current ratio, etc.

O Qor-r. Tlng revenues in receivables =
Nreceivables divided by operating revenues
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—— ﬁrvlded by 365 days

-

r_;:"'-Days ofi cash on hand = unrestricted cash
" divided by operating expenses divided by 365
days



LYOPErANNg ratio = operating expenses
Aividealby total operating revenues

_INEital 3-down — net revenue divided by

Qc" S revenue
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Debt Veasurements: - bolsten
ERES; mMinimize. borrewin

BIESEIEIACCESS 10, Chedil

CYDEIISENViCe ratio = net operating revenue
rl]v]f"""e' annual debt service

¢ _m per bond order generally 1.2 and 1.1
= (bonded and total debt, respectively)
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= Set nigher but be realistic

: Debt service safety margin — net revenues
less debt payments divided by gross
revenue
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EON= - debt divided by net fixed
s~ ﬁ workmg capital

| Service as percentage of revenues
= 7 'y"‘ alrdebt per customer
— _:@utstandlng debt to net fixed assets
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® /oo uj ola_ ‘= accumulated depreciation divided

0y zlnlrltEl fepreuatlon
¢ | Jrhr y 1evel at which maintenance Is being

- = Rating Agencies
Your old accounting text books
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® \\oolyisle g a ‘strategic business model
«loororrr a“to fimancial’ planning and
EPOIINGg J provides:

Of*" 2| ﬁr long-term stability

= "Fewer SUrprises
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~%_—r-““‘ Enhanced credit worthiness
- Sustainable future
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