
WATER & SEWER COMMISSION SPECIAL MEETING 
Tuesday, October 3rd, 2023 – 4:30 PM 

In the Council Chambers at City Hall 
75 N Bonson St, Platteville, WI 53818 

 

AGENDA 
 
 

1. Call to Order 
 

2. Presentation of 2024 Utility Financial Management Plan 
Brian Roemer, Municipal Advisor, Ehlers 
 
 

Items of Discussion 
3. 2024 Operating and CIP Proposed Budget Review 
4. Disconnection Policy/Process Update 

 
Adjournment 
 
 
If your attendance requires special accommodation needs, write or call the Water and Sewer Office, P.O. Box 780, 
Platteville, Wisconsin 53818, (608) 348.1822; for TDD accessibility, call (608) 348.2313. 

MEMBERS:  If you are unable to attend, please email Sheila Horner at horners@platteville.org 
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INTRODUCTION 
As part of the Financial Management Plan (“FMP”), Ehlers has analyzed the enterprise 
fund for the City. The enterprise fund consists of the water utility and the sewer utility. It is 
important to note that both utilities are reported as one enterprise fund in the financial 
audits. Additionally, as of 7/16/2020 the sewer utility is unregulated under the Wisconsin 
Public Service Commission (“PSC”). Therefore, it now can control its own rates through its 
Sewer Use Ordinance. On the other hand, the water utility is regulated by the PSC and 
therefore has limitations in its ability to control user rates. These limitations include:  

1. Timing 
a. The water utility is beholden to the PSC approval and rate case process 
b. Rates can be raised through several different mechanisms including a 

conventional and simplified rate case. 
2. Methodology 

a. The PSC under a conventional rate case will adjust rates based on a revenue 
requirement under the utility-based method and benchmark to a Rate of 
Return on Net Investment Rate Base (“ROR”). Historically the ROR is around 
5.00%. 

Utility financial management planning requires projections of future revenue needs which 
are derived from historical performance and any known future events. Therefore, Ehlers 
first analyzed the historical performance of the water and sewer rates against the revenue 
requirements under the utility-based method. Under the utility-based method, a revenue 
requirement is established using several components. These components include: the 
Utility’s 2024 budgeted operation and maintenance expenses, transfers, depreciation, and 
a fair return on rate base. The components added together net of other revenues not 
generated through user rates serve as the requirement that should be recovered through 
user rates. 

HISTORICAL PERFORMANCE — WATER 
The utility last increased water rates through a Conventional Rate Case. Rates were 
implemented April 15, 2022 with an average residential user realizing a 7.09% increase in 
their monthly bill including fire protection. From 2018 to 2023, operating expenses have 
increased 14.4% and utility plant in service has increased 16.2%. Table 1 below depicts the 
historical performance of the water rates. Table 2 depicts Table 1 graphically. Please note 
2022 does not reflect a full year of revenues at the new rates. Table 3 depicts a 
Benchmarking Analysis for historical performance of the water utility. 
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The utility applied for a Simplified Rate Case (“SRC”) in 2020 but has been told that it has 
been too long since its last Conventional Rate Case (“CRC”). To qualify, the requested 
effective date of the SRC for class AB utilities must be within 5 years of the effective date 
of the last CRC. The utility should keep the SRC eligibility window in mind when making 
future water rate adjustment decisions.  

HISTORICAL PERFORMANCE — SEWER 
The utility last increased sewer rates October 15, 2021. From 2018 to 2023, operating 
expenses have increased 24%. Table 4 below depicts the historical performance of sewer 
rates. Table 5 depicts Table 4 graphically. Table 6 depicts a Benchmarking Analysis for 
historical performance of the sewer utility. 
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FINANCIAL PLANNING – WATER & SEWER 
Using the City’s 5-year Capital Improvement Plan (“CIP”) Ehlers has developed a financial 
plan for a 10-year period beyond the budget year 2024. Table 7 and 8 below show the CIP 
as currently constructed. 
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Based on the City’s CIP for the utilities, Ehlers constructed a financing plan built on several 
constraints. The fundamental goal of a utility is to provide safe and reliable service to its 
customers. Within the fundamental goal of providing reliable service lies the need for 
maintaining adequate reserves to cover the operating, maintenance and capital needs of a 
utility that provides around the clock service. Reserves for utilities generally fall within two 
categories: restricted and unrestricted. Restricted reserves are most commonly created in 
conjunction with a revenue debt obligation where the issuer is required to establish a 
Debt Service Reserve Fund. Additionally, in the case of the Clean Water Fund Loan 
Program through the WI Department of Natural Resources (“DNR”), the issuer is required 
to maintain an Equipment Replacement Fund. The sewer utility has two outstanding Clean 
Water Fund Loans with the DNR. In all instances, restricted reserve amounts will be 
established and known within the issuing documents. Meanwhile, unrestricted reserves are 
determined by the utility and therefore are often monitored by external entities to 
measure the fiscal sustainability of the utility.  

When contemplating unrestricted reserves what are some financial metrics to utilize? 
Generally, it depends on several factors. First, since the utilities are rated it will be best 
practice to monitor the metric(s) determined by your rating agency Standarad & Poor’s 
(“S&P”). S&P uses days cash on hand to determine unrestricted reserves adequacy. This is 
depicting the number of days the utility could cover its operating expenses. The rating 
agencies consider this one of the most important rating factors when assigning a rating to 
a utility. Typically, unrestricted reserves greater than 150 days is viewed as good financial 
standing. Second, the water utility is regulated by the PSC and is annually monitored for 
Days Cash on Hand. As seen in the PSC Financial Outreach letters to Wisconsin utilities, if 
a utility falls below 90 days cash on hand and has two consecutive years of negative 
operating income, the PSC can request action be taken to ensure financial integrity in the 
system.  Therefore, when formulating the financing plan for the utilities Ehlers worked 
within these constraints. For planning purposes we used Revenue Bonds for the debt 
portions used to fund the CIP. Certain financing options may be more attractive at the 
time of issuance and should be explored as monies are needed for specific projects. 

It’s important to understand how future capital planning affects the utilities’ ratepayers. 
Future rate adjustments depicted are shown to keep pace with O&M inflation and debt 
coverage. The rate adjustments shown are minimums required to maintain the fiscal 
sustainability of the enterprise fund. 
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Table 9 depicts the proposed financing plan to fund the City’s utility portion of the CIP. Some cash and Equipment Replacement Fund monies have been applied to reduce the bond 
sizing. 

 

Cash flow forecasting is the simplest tool enterprise funds can use to understand if they can fulfill all their financial obligations. Table 10 depicts the Combined Utility Cash Flow 
Forecast for the years 2023 through 2033 based on furnished information and several assumptions as stated in the notes. Beyond the CIP, which ends in 2028, Ehlers has planned 
for future cash funded capital at an annual amount of $1,200,000 which allows for no need for additional rate adjustments and to remain at recommended cash benchmarks. 
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Revenues Available for Debt Service (“RADS”) are revenues remaining after Operating and Maintenance expenses. With 
the proposed issuance of revenue bonds comes rate covenants which promise bondholders the utilities will maintain 
revenues such that net of operating expenses they will maintain RADS 1.25 times the annual debt service. The difference 
between Table 12 below and the All-in Debt coverage chart above is the inclusion of the Payment in Lieu of Taxes 
(PILOT) payment. The rating agencies will look at a utility’s revenue bond coverage including the PILOT where the 
current outstanding bond covenants do not include the PILOT payment. We recommend utility rates be set to a level to 
have 1.6 RADS from the rating agencies’ perspective and therefore the coverage seen in Table 12 will be above 1.25.   
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Rating agencies’ methodologies for Revenue Bonds indicate they look at a utility’s debt profile from an “All-in” 
perspective. Wherein both debts supported by the utility pledged by revenues of the system and General Obligation 
debt planned to be repaid by the utility are included. In addition, “All-in” coverage includes PILOT payments in the 
RADS calculation which are normally excluded for bond covenant purposes. The Chart below is intended to show how 
User Rates (with proposed increases seen in the Cash Flow Analysis Tables) will perform to fulfill all financial obligations. 
It is recommended to maintain RADS at 1.6 times all debt obligations on an annual basis.  
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Due to outstanding Clean Water Fund Loans through the State, the City has to maintain an Equipment Replacement 
Fund (“ERF”) within its Enterprise Fund. This is a requirement of the funding program and established in the signed 
Financial Assisstance Agreements upon loan closing. The City currently establishes the ERF through an Itemized 
Schedule in which the City establishes a list of equipment items and determines an amount to be deposited annually 
into the ERF for each item. In addition, the City is required to hold a minimum balance within the fund determined by 
multiplying the required annual deposit for each piece of equipment by the number of years the equipment has been in 
service, and then summing the results for all equipment on the schedule. Should the City be out of compliance by 
holding less than the minimum balance it has 3 years to return to the required minimum balance. Please see Table 13 
below for the ERF Analysis. 
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AFFORDABILITY ANALYSIS 
The following tables depict how an average residential bill will be affected as a result of this plan will be affected. In 
addition, the tables depict how households at varying income levels will be impacted. There are no regulations or 
standards for the percentage of cost utilities should represent against income levels. These tables are depicted for 
informational purposes.   
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Generally, water and sewer utility bills nationally have outpaced CPI (Journal AWWA, June 2020). Therefore, Ehlers has 
taken the approach to identify how utility future capital planning affects ratepayers on different income levels.  If utilities 
find themselves with high levels of dispersion between income levels a change in rate structure may alleviate the impact 
on low-income users as typically, they use less water than higher income households. 
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2) City Income Level from U.S.Census Bureau's American Community Survey
3) 29.6% of residen�al customers are es�mated to have less than $25,000 of income. These households will have spent more than
4-11% of their income under the 5-year average for this plan.
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CONCLUSIONS 
Utility financial management planning should deliver a dynamic, “living document” – 
based on sound policy and best practices – to reveal where the utilities are today and the 
most effective path to where the utilities want to be. The forecasts depicted are 
representative of the furnished information provided by the City and assumptions based 
on historical performance and industry standards. The forecasts are meant to provide the 
foundation for future decisions. Therefore, while there are no steadfast recommendations, 
I endorse a review of the following considerations: 

1. The water utility completed a Conventional Rate Case (“CRC”). The City will not be
eligible for a Simplified Rate Case until the next PSC Annual Report is released
depicting a full year of revenues the new rates. Since the benchmark ROR has risen
since the CRC was completed the water utility may be eligible. Ehlers recommends
investigating the Simplified Rate Case eligibility upon the release of the 2023 PSC
Annual Report (most likely spring of 2024).

2. The sewer rate adjustments depicted in Table 10 are representative of minimum
adjustments to keep pace with debt coverage based on this financing plan. As
capital projects are moved, or sewer system changes occur year to year the City
should reevaluate adjustments needed to make a minimum coverage of 1.6.

3. If the two considerations above are unchanged and based on the results depicted in
Table 11 the City will have the option to apply more cash to the projects depicted
and reduce the borrowing needs or add projects. The evaluation for use of cash to
downsize debt should also be weighed at the time of each financing to consider
market conditions and future capital needs of the utilities.
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