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Section  1 Executive Summary

Native Village of _____________/City of ___________ Alaska 

Business Plan

Water and Sewer Utilities

The City of Nowhere, Alaska was incorporated in 1975 as a second-class city within an unorganized borough, however, the Native Village of Nowhere Tribal Council (NVNTC), under joint agreement with the City, is responsible for administration of the local government including water and sewer utilities.  Currently, the Native Village of Nowhere, in conjunction with the State of Alaska, Village Safe Water, is conducting a feasibility study of a piped water and sewer system for the community.  NVNTC has determined that the most effective mechanism to provide for the health and welfare of the residents of Nowhere and to manage water and sewer services is to utilize their current (existing administration to operate, maintain, construct, and replace the Nowhere water and sewer systems.

This business plan is the first step toward ensuring the adequate management of the water and sewer utility by NVNTC.

The proposed Nowhere Piped Water and Sewer Project will construct: (1) an above ground piped water and sewer system, (2) improvements to the existing water treatment plant, (3) a new utility building to house water distribution and sewage collection equipment, (4) a 250,000 gallon water storage tank, (5) a new sewage lagoon, (6) a pump station, and (7) a force main to the lagoon.

Section  2     Community Overview

Native Village of _____________/City of ___________ Alaska 

Business Plan

Water and Sewer Utilities

Location

Nowhere is located on the Yukon River approximately 71 miles southwest of Fort Yukon.  Nowhere is located in the Yukon Recording District.  
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Population Served

The community is primarily native population who fish commercially and are active in subsistence food gathering. Other sources of employment include the school and government services as well as private enterprises including traditional arts and crafts.

Selected Statistics – Native Village of ____________/City of _____________, Alaska

Selected demographic and historical data for the community is provided below:
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Transportation Available

Nowhere relies heavily on air transportation for passenger mail and cargo service. A State-owned 2,600' gravel airstrip is available. Plans are underway to relocate the airport. Float planes land on a pond east of the Yukon River. Riverboats, both personal and commercial, are used for Yukon River travel in summertime. Barges deliver heavy cargo at least twice a year. Boats, ATVs, snow machines, and some vehicles are used for local transportation.  There are dirt and gravel roads maintained from the new village site to the old village site and to the river landing.

Current Infrastructure

Currently, the City of Nowhere is responsible for the management of local water and sewer services for approximately 35 homes and 6 public facilities served with water delivery and tank haul services.  The remaining homes, approximately 100, utilize honey buckets and self haul water.  Additionally, the city owns and operates the local Washeteria and landfill.  Currently, residents and public facilities pay for provided services based on the following:

· Water delivery (less than 200 gallons) - $10

· Self haul water (unlimited quantity) - $0

· Water delivery (standard haul system service) - $20

· Sewage collection (standard haul system service) - $25

· Central honey bucket collection - $0

· Service repair - $25 plus parts

Key Assumptions

Community related assumptions are: 

· Demographic information obtained from the state is reliable

· Current population size, number of households, commercial and business establishments (using actual count data) are used to general the estimated number of users

· that population will continue to grow at the present rate

Section  3     Management Structure

Native Village of _____________/City of ___________ Alaska 

Business Plan

Water and Sewer Utilities

Organizational Chart

The current public administration consists of the city administrator, the chief financial officer, the public works director, various clerks, water treatment plant operators, and haul system drivers.  The Public Works Department manages the physical plant and the Accounting Department handles billing, collection of fees, etc.

The following organizational chart illustrates the staff relationships of the proposed Water and Sewer Utilities:










The positions shown on the chart above are not dedicated entirely to the operations of this sewer and water project.  Each of the positions performs other functions for City of Nowhere, Alaska. 

 A brief description of the duties relating only to Water and Sewer Utilities are as follows:

· Tribal Administrator – Responsible for oversight of operations as they relate to the water and sewer utility.

· Chief Financial Officer/ Treasurer – Responsible for directing financial planning accounting practices relating to water and sewer operations.  Oversees budgeting, audit, tax accounting, and activities of the accounts receivable and accounts payable clerks.

· Public Works Director – Responsible for oversight and management of the physical water and sewer facility

· Accounts Receivable Clerk – Responsible for proper maintenance of accounts receivable and receipt of cash.

· Accounts Payable Clerk – Responsible for proper maintenance of accounts payable and cash disbursements.

· Water Treatment Plant Operator –  Responsible for inspecting the water and sewer facility, minor maintenance and repairs, and coordinating major maintenance and repairs.

· Water and Sewer Laborer –  Responsible for performing labor as necessary to upkeep and maintain the water and sewer facilities.

Staffing and Training

Day to day management of the new piped water and sewer facility will initially be divided between the existing positions of Director of Public Works (DPW) and the Chief Financial Officer (CFO), with the DPW managing the physical plant and the CFO handling the oversight of finances.  At a later time, day to day management may necessitate the hiring of a trained Utility Manager or promoting and training existing staff to coordinate day to day management.  

NVNTC, in order to better provide for the health and welfare of the residents of Nowhere and to more effectively provide for water and sewer services, will assign the Tribal Administrator to operate, maintain, construct, and replace the Nowhere  water and sewer systems 

Administrator Duties

The powers and duties of the Administrator will include (but not be limited to:

· Appoint, train, hire, promote, layoff, suspend, demote, or remove all employees for the water and sewer system

· Administer the water and sewer system budgets and capital improvement programs as enacted by the Native Village of Nowhere

· Prepare and submit to the Native Village of Nowhere annual budgets, capital improvement requests, and make recommendations thereon for the efficient and economical operation of the systems

· Prepare and submit to the Native Village of Nowhere at the end of each fiscal year a report on the finances and administrative activities of the water and sewer systems; and prepare and make available for public distribution an annual report on the water and sewer systems finances

· Formulate and enforce the general rules and policies pertaining to water and sewer system operation practices within the village and generally have full and complete surveillance of all the systems and their operations and fiscal affairs, including the maintenance, operation, expansion, extension, and improvement of the public utilities.

· Study and make recommendations generally on public utility matters such as, but not limited to, rates, fiscal matters, personnel staffing, labor relations, expansion or extension of services, and public relations.

A Draft Ordinance establishing the new powers and duties of the Tribal Administrator has been included in Appendix  D of this Piped Water and Sewer Feasibility Study.

Training

The existing DPW and CFO personnel will receive training pertinent to utility management.  Advice regarding appropriate training pertinent to utility management will be sought through the Department of Community and Economic Development, Rural Utility Business Advisor Program (RUBA).

Key Personnel

Key personnel involved in the construction phase of the sewer and water project will be the Tribal Administrator, Chief Financial Officer, and the Public Works Director.  Key personnel involved in operations will all of the above, the accounts receivable clerk, and the water treatment plant operators.

Key Assumptions

Employee related assumptions are:  

· The cost of training new employees will be constant

· that training will be available

· employees will be stable and there will not be significant staff turnover

· key personnel will be available for hire.

Section  4     Financial Data

Native Village of _____________/City of ___________ Alaska 

Business Plan

Water and Sewer Utilities

All NVNTC department heads have the authority to submit requests for payment.  Such requests must be accompanied by supporting documents prior to being processed by the accounts payable clerk.  Officials with approval for check-signing consist of seven of the IRA Council members.  All checks must be signed by two or the approved officials.  A copy of the check is attached to the supporting documents and filed at the tribal office.

Nowhere currently utilizes the accounting software QuickBooks Pro version 2002 to track customer transactions and system revenue and expenditures.  The system is fairly sophisticated and has numerous reporting options.  Budgets for the various tribal operations are established at the beginning of each fiscal year and are then tracked with the user of income versus budget statements.

The accounts receivable records for the year ending June 30, 1999 and June 30, 2000 were recently reviewed.  It was found that the collection of fees for the existing small haul water and sewer system has not been a problem.  The rate of collection for both years exceeded 95% and the few accounts with outstanding balances were less than $100 each.

The following financial estimates are preliminary in nature and are in year 2002 dollars; however, the assumption is that there are fully functioning systems in place, serving the entire community.  In reality, there will be at best a period of eight to ten years during which the system is being constructed.  All estimates and assumptions continued in this plan are preliminary and are anticipated to change as the project progresses.  Actual revenues and expense will vary throughout the life of the facility and these estimates should not be considered final.

Revenue Source

The revenue required to support the proposed improvements will be met by using a variety of sources including commercial, residential, and school user fees and community-generated revenues such as sales tax and gaming receipts.  Revenue generated from within the community will fund the annual operations and maintenance cost to operate the system.  The revenue requirement will be estimated based on the projected annual costs for the preferred system.  Based on these projections, the annual revenue requirement for the entire utility is projected to be approximately $230,000 per year.
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1Homeowner to pay approximately $5 per month for electricity to operate local pumps

2Includes stores, sport fishing camps, and local corporation office

3Includes contribution by school of 15,000 gallons heating fuel

4Fish plant runs for approximately 70 days each year

Estimated Annual Expenses

There are two cost categories that will be incurred in the ongoing operation and upkeep of the Water and Sewer Utilities – Operations and Maintenance (O&M) and Repairs and Replacements (R&R).

Operations and Maintenance

NVNTC will incur a number of expenses relating to the operations and maintenance of the system.  Operations and maintenance items are defined as expenses that are incurred on a regular basis to sustain the operation of utility assets and the cost of utility administration

The following are operations and maintenance estimates for the yet to be designed Water and Sewer Utilities for Native Village of Nowhere/City of Nowhere, Alaska:
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Administration

$23,400

Labor

$39,600

Miscellaneous Materials

$5,940

Electricity

$10,634

Heating Fuel

$20,312

Water Treatment
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Insurance
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Repair and Replacement Account

$17,166

Capital Replacement Account

$89,150

$284,464


Repairs and Replacement

The organization will incur expenses relating to the repairs and replacement of the system.  Repairs and replacement (R&R) costs are those expenses defined, as items costing more than $1,000 and that are not replaced on an annual basis.  R&R costs are capital cost that will be depreciated over the useful life of the item rather than expensed in the year incurred.  

An estimate has been made of the expected annual R&R costs for major equipment, i.e. pumps, heat exchanges, boilers, and system controls.  The details of these calculations are depicted on the spreadsheet below.  The total amount that should be set aside annually for major equipment R&R is $17,166.

[image: image5.wmf]Decription of Equipment

Number

X

Cost

÷

Useful Life

=

Depreciation

Washer

4

X

1,400

$      

 

÷

5

=

1,120.00

$             

 

Dryers

3

X

1,200

$      

 

÷

5

=

720.00

$                

 

Pumps

4

X

8,000

$      

 

÷

3

=

10,666.67

$           

 

Boilers

2

X

14,000

$    

 

÷

8

=

3,500.00

$             

 

Heat Exchangers

5

X

1,159

$      

 

÷

5

=

1,159.00

$             

 

X

÷

1

=

-

$                      

 

Total amount that should be set aside annually for major R&R costs

17,165.67
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Time Line / Design Life of Major Components

The design life of the washeteria and water plant building is estimated to be thirty years.  The water plant will need to be replaced in approximately the year 2033.  The sewer lagoon will have a design life of fifteen years and will need replacement in 2018.  The underground water and sewer pipe has an estimated design life of twenty years and will need replacement in 2023.  The washeteria and water plant equipment is shown above in the depreciation schedule and the various items have lives ranging from three to eight years.  Maintenance will have a positive effect on the design life of all building, plant and equipment.

Annual Profit

An annual profit based upon a rate of return of 2.5% of O&M costs ($5,156) has been included.  This annual profit will allow the utility to build up a reserve account that will be available for working capital to cover unexpected expenses or system improvements.  The estimated profit is after a community contribution of $40,000.  The utility will operate at an estimated loss of $34,844.  
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Annual Estimated Operating Cash Flow

Annual estimated operating cash flow depicts the annual flow of money in and out of the business over the course of an operating year; regardless of whether or not the expenditure is fully tax deductible, such as capital expenditures (annual R&R) or loan principal payments.  
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Based upon the preliminary estimates for the Nowhere Water and Sewer Utility, the annual excess of cash over expenditures will be approximately $5,000.  It is imperative that these funds be accumulated in a utility reserve account, which will be available for unexpected expenses or system improvements

Key Assumptions

Financial assumptions are:  

· Revenue will be generated from user fees for water, sewer and Laundromat services.  There may be outside source of funding for operations, like ANHB grant for maintenance on a limited and selected basis.  These will not be considered in the preparation of the projected revenues or budget

· An inflation factor of 1% per year will be calculated into the cost projects but not the revenue projects.

· This analysis will not include any programs or revenues for retrofitting resident’s housing for plumbing

· There will be 15% uncollectible fees and write-offs.  This percentage should be adjusted based on actual experience.  This provision is accounted for in the revenue projections

Section  5     Capital Replacement Schedule

Native Village of _____________/City of ___________ Alaska 
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Water and Sewer Utilities

Funding

Ultimately, the Nowhere Water and Sewer Utility will require major capital replacement.  Given a system design life of 30 years, it would be necessary to accumulate sufficient fund to replace the Nowhere system at the end of 30 years.  The annual portion of such an annuity, or equivalent annual cycle cost (EACC) is calculated below.  
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For this calculation the design life of the system is set at 30 years and the design life factor (DFL), using an interest rate of 4% is 0.0178.  Therefore, based on 20% of the estimated capital cost (CC) for the system of $25,000,000 the equivalent annual capital cost would be:


EACC = CC X DLF


          = ($5,000,000 X 0.0178)


          = $89,150  (per year)

Note:  To compute the sum above, the amount $5,000,000 was divided by the future amount of an ordinary annuity from Table 6-3 This factor is 56.08494.  It will give you’re the amount $89,150.49 as the annuity required to fund  twenty percent (lending and funding agency minimum) of a $25 million utility over 30 years at 4% interest. 

 1 divided by 56.08494 = .01783

Funding of Major Components

The State of Alaska Department of Environmental Conservations, Village Safe Water Program will provide the funding for the proposed Nowhere sewer and water system.  There will be matching funds available through Alaska Native Health Tribal Consortium.

Available Resources for the Infrastructure

The community presently has a water plant and haul system that will be replaced, due to age and lack of capacity.  Electric power is located at the future site of the washeteria and water plant.  A new access road will be constructed to the sewage lagoon.

Emergency and Contingency Plan Needs

The council has adopted an emergency and contingency plan to address disaster and freeze up problems with the sewer and water utility system and washeteria.  In summary, the plan addresses the major issues:  The water plant has an emergency generator for power supply during power outages.  Two propane fueled burners provide an alternative heat source.  Steam thawing equipment is available for freeze-up problems.  The water plant has a backup boiler.  

Key Assumptions

Repair and replacement assumptions are:  

· Repairs and maintenance will increase as the plant system ages and the plant size increases

· This analysis does not address a rebuild of the system at the end of its useful life or a failure of the system from design, product failure or obsolesce

· parts will be available. 

Section  6     Legal Authority & Issues

Native Village of _____________/City of ___________ Alaska 

Business Plan

Water and Sewer Utilities

Ownership

Native Village of Nowhere Tribal Council will have one hundred percent ownership of the Nowhere sewer and water utility and all facilities and equipment.

Ordinances related to new project

The City of Nowhere will adopt and ordinance ceding power to operate the sewer and water utility to the Native Village of Nowhere Tribal Council.  All ordinances referencing the haul system will be updated to reflect the change to piped water and sewer.  

Special Permits, Licenses and Regulations

Native Village of Nowhere has identified the following issues that will be addressed and resolved during the engineering and construction phases of the project:

· Any site control or land ownership conflicts related to the specific site chosen for the project

· All rights-of-way and utility easements will be completed prior to construction.

· Any increase in water testing requirements resulting from either a change in the water source or treatment procedures.

· The need for DEC engineering approval for project plans and specifications.

· The possibility of DEC requiring Statewide general permits for sewage treatment.

· The possibility of DEC requiring wastewater disposal permits.

Key Assumptions

Key legal assumptions are:

· current providers of water and sewer utilities (if another organization presently operates any portion of utilities) will be transferred 

Section  7     Interagency Relationships
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Water and Sewer Utilities

Involvement of Other Agencies

Involvement in Construction Phase

Department of Environmental Conservation, Village Safe Water will fund and oversee the construction of the piped water and sewer system, to include construction of the Washeteria, water plant, and sewage lagoon.

Alaska Native Health Tribal Consortium will fund and oversee the retrofitting of residence’s home to accommodate plumbing (not addressed in this business plan).

Involvement in Ongoing Operations

Department of Community and Economic Development will provide training and oversight through the RUBA program.

Replacement Agencies

The replacement of the utilities, at the end of the design life has not been considered in this business plan.

Regulatory Agencies

The primary regulatory agency for the water and wastewater project will be the State Department of Environmental Conservation (DEC). DEC regulates a wide array of environmental areas. Of concern to this water and wastewater project is the agencies regulatory authority over water quality, testing standards, wastewater disposal, operator training standards and engineering plan approval.

The Regulatory Commission of Alaska (RCA) is another regulatory agency that may be involved in the project. The agency is the utility regulator for the state. They issue a “certificate of public convenience and necessity” to utilities after finding them “fit willing and able” to provide the public service. The Native Village of Nowhere already poses a certificate from the RCA to operate its current system.

.

Phase of Larger Project

The sewer and water utility will be constructed over a six year period in five phases.  

Phase one is the construction of the new Washeteria and water plant.  This phase will take one year and be complete in year 2004

Phase two is the construction of the sewage lagoon, the construction of piped sewer line to 70 homes, 8 commercial users, school and fish processing plant in town center, and retrofitting residences for plumbing.  This phase will take two years, and will be completed in years 2006

Phase three is the construction of piped water service to 70 homes, 8 commercial users, school and fish processing plant in town center.  This phase will take one year, and is scheduled for completion in year 2007.

Phase four is the construction of piped sewer line to 60 homes located on Pine Bluff, and the retrofitting of residences for plumbing.  This phase will take one year, and is scheduled for completion in year 2008.

Phase five is the construction of piped water service to 60 homes in Pine Bluff.  This phase will take one year and is scheduled for completion in the year 2009.

The following schedule from the State website outlines the various grants and programs funding the village improvements.  

Lead
Agency
Fiscal
Year
Project
Status
Project
Description
Project
Stage
Agency
Cost
Total
Cost

DEC/VSW 
2003
Funded
Sanitation Improvements - USDA/RD $750.0 
Preliminary 
$ 250,000
$ 1,000,000

HUD 
2002
Funded
Indian Housing Block Grant - NAHASDA administration, operating & construction funds 
Preliminary 
$ 521,860
$ 521,860

ANTHC 
2002
Funded
Water/Sewer Improvements - EPA $1,000.0 
Preliminary 
$ 0
$ 1,000,000

DEC/VSW 
2001
Funded
Flush/Haul Expansion - Install flush-haul water and sewer systems in the remaining houses in the community 
Preliminary 
$ 333,369
$ 1,333,475

DEC/VSW 
2000
Funded
Flush/Haul Expansion - EPA $1,300.0, HUD, USDA/RD funding. Serve 75 of remaining unserved 107 homes with flush haul. Also new sewage lagoon, new landfill, related improvements 
Preliminary 
$ 650,000
$ 1,950,000

HUD 
1999
Funded
Housing Improvements - NAHASDA Funding 
Preliminary 
$ 471,730
$ 471,730

DEC/VSW 
1999
Funded
Flush/Haul Expansion - USDA/RD. Study flush tank & haul vs. piped systems; design sewage lagoon, landfill, and force-main sewer. 
Design 
$ 612,500
$ 1,225,000

HUD 
2001
Funded
Indian Housing Block Grant - NAHASDA administration, operating & construction funds 
Construction 
$ 520,858
$ 520,858

HUD 
1999
Funded
Indian Housing Block Grant - NAHASDA administration, operating & construction funds 
Construction 
$ 471,730
$ 471,730

Key Assumptions

Agency and phase assumptions are:

· residential and commercial establishments (except for current users) will not be hooked up until the following has occurred:

a) each phase is fully complete

b) the community has accepted the project

c) establishments have been retrofitted to accommodate plumbing

· revenues will be generated according to the project completion date schedule with the final construction phase being completed in the year 2009.

 Section  8     Summary

Native Village of _____________/City of ___________ Alaska 

Business Plan

Water and Sewer Utilities

Wrap-up

The sewer and water project will be considered complete when the Washeteria, water plant, sewage lagoon, and piped water and sewer service are constructed.  The piped water and sewer system will serve the school, 8 commercial users, 130 residences and the fish processing plant.   

Timelines

The project is scheduled to begin with breakup in 2003 and is scheduled to be completed in 2009. The construction of the Washeteria and water plant is schedule to be complete in 2004

By 2007 the first 70 homes, located in the old town site, will have been retrofitted and have both piped water and sewer.

By 2009 the remaining 60 homes in Pine Bluff (new town site) will have been retrofitted and have both piped water and sewer

Outlying home on the old River Road will not be served with piped water and sewer in this project due to distance and cost.

Affect on Community

Based on the previous discussion of revenues and expenses, and a review of the resulting cash flow and operating income statement, the impact of the future capital replacement costs are significant.  The following table is a summary of operating revenue and expenses including an estimate of the total annual amount necessary to replace the Nowhere Water and Sewer Utility in 30 years.

Cost of Living/ Resident Ability to Pay

[image: image9.wmf]Description

Average Rate

Times

Amount

Incomes Per Household

Median Household Income

 

 

25,156.00

$      

 

25,156.00

$      

 

Expenses Per Household

  Rent

425

$              

 

12

5,100.00

$        

 

  Food

175

$              

 

52

9,100.00

$        

 

  Electricity

150

$              

 

12

1,800.00

$        

 

  Fuel

750

$              

 

4

3,000.00

$        

 

  Water and Sewer

105

$              

 

12

1,260.00

$        

 

  Airfares

160

$              

 

2

320.00

$           

 

  Clothing

200

$              

 

12

2,400.00

$        

 

  Gifts/Holidays

500.00

$           

 

  Other

50

$                

 

12

600.00

$           

 

24,080.00

$      

 

Surplus/(Deficit)

1,076.00

$        

 


Key Assumptions

Key assumptions related to community impact are:

· Household income from State of Alaska statistics is correct

· There will be no significant increase in the cost of air and freight transportation

· This document has not considered the effect of natural disasters such as fire, flood, and earthquake.
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