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1 Introduction

Tualatin Valley Water District (TVWD or District) serves about 57,000 accounts in parts of Washington
County, Oregon. The District’s service area is about 42 square miles, home to approximately 215,000
people in portions of the cities of Beaverton, Hillsboro, Tigard, and unincorporated Washington County.
In the fiscal year ended June 30, 2018 (FY2018), the District supplied an average of 23.3 million gallons
of water per day (MGD) to its customers. The daily amounts ranged from a minimum of approximately
14 million gallons (MG) to a peak day of 45 MG.

To provide this service to its customers, the District currently relies on three water sources: the City of
Portland Water Bureau (Portland), the Joint Water Commission (JWC)?, and Grabhorn Aquifer Storage
and Recovery (ASR). The District's capacity from Portland is 42.3 MGD, with another 12.5 MGD available
from the JWC. The total of these amounts is well above the average and peak daily flow requirements of
the District’s customers.

To deliver water to its customers, the District maintains approximately 750 miles of pipe, ranging in size
from 2 to 60 inches. Twelve pumping stations are on-line to move water throughout the District. There
are 21 finished water reservoirs with a combined storage capacity of 67 MG. The major pumping
stations and the reservoirs have full telemetry control systems. The District's water system is monitored
24 hours a day, seven days a week. In addition to monitoring water flows and pressure, the District’s
state-of-the-art Supervisory Control and Data Acquisition (SCADA) system monitors several water quality
parameters and security alarms. If the system identifies anything out of the ordinary, alarms alert an
operator to the possible problem and staff are dispatched as needed.

Maintaining a reliable and efficient water system is a major focus at TVWD. Capital improvement
projects are planned and constructed throughout the year to meet current and future water needs. At
any given time, the District has a variety of these projects underway, including pipe replacement,
reservoir construction, and building improvements.

In addition to the types of capital expenditures just mentioned, the District is engaged in a major
infrastructure project to develop a new water source on the mid-Willamette River for the Tualatin
Valley. This project is commonly referred to as the Willamette Water Supply Program (WWSP), and
includes capital improvements that are part of two new regional water entities.

1. Willamette Intake Facilities (WIF) Commission — The WIF is a joint venture of the District and the
cities of Beaverton, Hillsboro, Sherwood, Tigard, and Wilsonville to jointly own and operate a
raw water intake facility located at the current Willamette River Water Treatment Plant in
Wilsonville, Oregon. The District serves as the Managing Agency for the WIF.

2. Willamette Water Supply System (WWSS) Commission — The WWSS will soon be a joint venture
of the District and the cities of Hillsboro and Beaverton? to construct and operate supply
facilities that convey raw water from the WIF, treat the raw water to potable standards, and

! The District is a partner in the JWC along with the cities of Beaverton, Forest Grove, and Hillsboro.
2 The District and the cities are currently in the process of adopting the intergovernmental agreement required to
form the WWSS. As currently planned, the new WWSS entity will be established on July 1, 2019.
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convey the potable water to each partner’s distribution systems.? The District will serve as the
Managing Agency for the WWSS.

The WWSP began in FY2014 and will be complete in FY2026. Its total program cost (including inflation) is
substantial at approximately $1.3 billion. Until 2018, the District had assumed that it would fund its
projected share (approximately $729 million) with cash and revenue bond proceeds.* In July 2018, the
District and its WWSS partner, the City of Hillsboro (Hillsboro), were selected by the U.S. Environmental
Protection Agency (EPA) to apply for up to $616.6 million in long-term, low-cost supplemental loans,
administered through EPA’s Water Infrastructure Finance and Innovation Act (WIFIA). The District
estimates that its share of WIFIA funding will save its ratepayers over $230 million through 2045, free up
financial resources for other purposes, and lower the overall levels of annual revenues required from
rates and charges.

To forecast its financial resource requirements, including future revenues from rates and charges, the

District maintains a financial forecast model (Forecast) that is used to analyze revenue requirement?®
scenarios under alternative capital improvements plans and cost assumptions.

1.1 The Forecast Model

This Financial Plan summarizes the Forecast results, which are based on the District’s latest data and
assumptions. These data and assumptions include capital improvement plan (CIP) costs, operations and
maintenance (O&M) costs, rate and non-rate revenues, system development charge (SDC) collections,
reserve funds, and various assumptions around interest rates and cost escalation factors for future years
of the projection period.

The model examines the impacts of funding capital improvements with a mix of rate revenue, reserves,
system development charges, and proceeds from future borrowings. The scenario presented in this
Financial Plan is based on the District’s latest CIP projections, budget numbers, and collective estimates
of interest rates and escalation factors as of April 24, 2019. The scenario is projected to generate
enough revenue to meet the District’s future revenue requirements, maintain prudent reserve fund
balances, and achieve target debt service coverage ratios.

The Forecast that this Financial Plan is based on uses the 30-year planning period of FY2019 through
FY2048. However, in most instances, this Financial Plan provides summary data from the first 10 years of
the forecast period (FY2020-FY2029). Throughout this document, this period may be referred to as the
“10-year presentation period” or simply the “presentation period”.

1.2 Financial Plan Section Descriptions and Highlights

Presented here is an overview of each section of the Financial Plan, a document that will be updated
periodically to reflect future assumptions and outcomes, and provide guidance for the financial
management of the District. In addition to regular updates, the District anticipates that its Financial Plan

3 The WWSP website (http://www.ourreliablewater.org/) provides additional information including activities-to-
date, maps, and other related information for all WIF and WWSS projects.

4 WWSP partner costs will be funded individually by the District’s partners, with payments made through the
District as Managing Agency of the WWSP.

5 Revenue requirements include cash-funded capital improvements, debt service, and operational expenditures.
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will evolve to provide additional information intended to help the Board and management in the
execution of their responsibilities. Therefore, the sections highlighted below may change over time.®

SECTION 2 - FINANCIAL MANAGEMENT OBJECTIVES AND POLICIES. This section describes the objectives
that form the basis of the District’s financial management activities, and the key financial planning
assumptions and policies used in the Forecast model.

SECTION 3 - WATER SALES PROJECTIONS. This section describes the District’s water sales forecast and the
data used in the preparation of this Financial Plan (Figure 1-1).

Figure 1-1: Water Sales and Meters Forecast by Fiscal Year
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SECTION 4 - CAPITAL IMPROVEMENT PLAN. This section describes various elements of the District’s CIP,
including projected costs by category. Figure 1-2 provides a summary of projected CIP expenditures over
the 10-year presentation period. Total expenditures over this period are approximately $957.1 million.

Figure 1-2: Projected CIP Expenditures
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6 As an example, a future version of the Financial Plan may include sections for an Operations Plan and historical
financial performance information.
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SECTION 5 - CAPITAL FINANCING PLAN. This section provides a detailed overview of the types and
anticipated timing of debt required to finance the CIP and the methodology used to optimize the
District’s capital financing mix (Figure 1-3). Section 5 also describes the debt assumptions used in the
Forecast model and projections of future debt repayments (Figure 1-4).

Figure 1-3: Ten-year Financing Mix (Cash v. Debt through FY2029)

Figure 1-4: Projected Debt Repayments (Total Debt Service on WIFIA and Revenue Bonds)

S70
$60
S50 —— 1] —
$40
$30 —
$20

$10
so o ARCITLIIAL I INA IANALINAL I IALIANA

2020 2024 2028 2032 2036 2040 2044 2048 2052 2056 2060 2064 2068

Millions

OTotal Debt Service by Fiscal Year A WIFIA Issuance A Rev. Bond Issuances

TVWD Financial Plan Page 8 May 2019
Introduction



SECTION 6 - FINANCIAL FORECAST. This section demonstrates the overall feasibility of the District’s
capital financing plan. It provides descriptions of the District’s current and projected rates and charges,
and descriptions of the projected sources and uses of funds during the presentation period.

Figure 1-5 presents the Forecast rate revenue adjustments (3.9% per year) and typical monthly bill over

the presentation period.

Figure 1-5: Rate Adjustments and Typical Bill Impacts by Fiscal Year
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Figure 1-6 below shows that projected debt service coverage (DSC)” will be at or above the District’s

target of 2.0 times. Note that Figure 1-6 presents ten years of results beginning with FY2025 instead of
FY2020. This is to show projected DSC for a period after which the bulk of the District’s near-term debt
service requirements will be in place.

Figure 1-6: Projected Debt Service Coverage Ratio
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7 A DSC ratio measures the availability of current financial resources to pay for debt service. It is the ratio of annual
revenues (net of operating expenses) to total annual debt service.
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SECTION 7 - FUNDS AND RESERVES. This section describes the summary funds used in the Forecast
model. The projections in this section, summarized in Figure 1-7, demonstrate that the District will have
enough liquidity to meet both its operating and capital investment commitments.

Figure 1-7: Projected Year-End Cash Balances by Fiscal Year
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APPENDICES. Along with a service area map inside the back cover, the Appendices include the following:
e Appendix A — Financial Management Policies
e Appendix B — Capital Improvement Plan
o Appendix C—Ordinance 01-19 — Authorizing the Issuance of Debt
e Appendix D — Draft Master Revenue Bond Declaration
o Appendix E — Forecast Model Summary Results

e Appendix F — Map — Tualatin Valley Water District (Washington County, Oregon)

1.3 Conclusion

It must be noted that many assumptions were employed in the financial planning analysis underlying
this document. For this reason, the results presented herein are not concrete in nature and should be
considered as planning estimates.

In the future, the actual rate adjustments required to fund revenue requirements may vary from the
estimates presented in Section 6 — Financial Forecast. As time passes and projections become reality,
future capital requirements, O&M costs, customer demands, and other assumptions will influence the
accuracy of these estimates. Therefore, the District will continue to take great care to mitigate risk by
following prudent management practices, including reviewing rates and revenues annually (at a
minimum) to see if additional adjustments are necessary.
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2 Financial Management Objectives and Policies

The District’s Financial Plan incorporates the Board’s financial policies and objectives into an actionable
plan that guides the District’s financial activities. To develop the District’s Financial Plan, the Board
considers alternative financial outcomes at public meetings and workshops periodically throughout the
year. The Forecast is used to inform the Board on the impact that various policy decisions have on the
District’s financial outcomes. This includes, for example, changes in water rates, use of long-term debt,
etc.

Most of the District’s financial policies are included in its Financial Management Policies document. In
addition to the Financial Management Policies, the Board separately adopts the District’s Investment
Policy annually as required by Oregon law.®

The aim of this section is threefold:

e Provide context for understanding the policies in terms of financial management objectives.
e Describe key District financial policies, including recent enhancements.
e Present background information on credit ratings.

2.1 Financial Management Objectives

This section provides a context for understanding the District’s financial policies in terms of certain
financial management objectives —

e  Promoting Stability and Continuity

Providing Best Value to the Community

Providing a Definitive Policy Framework for District Staff
Managing Risks to Financial Condition

Following Established Public Management Best Practices

PROMOTING STABILITY AND CONTINUITY. The long-term, strategic intent articulated by many financial
policies necessarily demands a long-term perspective from the organization. These policies promote
stability and continuity by institutionalizing good financial management practices. They also prevent the
need to re-invent responses to recurring issues.

PROVIDING BEST VALUE TO THE COMMUNITY. By clarifying and crystallizing strategic intent for financial
management, financial policies define a shared understanding of how the organization will develop its
financial practices and manage its resources to provide the best value to the community.

PROVIDING A DEFINITIVE POLICY FRAMEWORK FOR DISTRICT STAFF. Financial policies define limits on the
actions staff may take. The policy framework provides the boundaries within which staff can innovate in
order to realize the organization's strategic intent.

8 Appendix A contains the District’s current Financial Management Policies. These policies were adopted by the
Board of Commissioners on March 20, 2019 by Resolution 08-19.

° The District’s current Investment Policy was adopted by the Board of Commissioners on January 16, 2019 by
Resolution 01-19.
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MANAGING RISKS TO FINANCIAL CONDITION. A key component of governance accountability is not to
incur excessive risk in the pursuit of public goals. Financial policies identify important risks to financial
condition.

FOLLOWING ESTABLISHED PUBLIC MANAGEMENT BEST PRACTICES. The Government Finance Officers
Association (GFOA), through its officially adopted Best Practices endorsement of National Advisory
Council on State and Local Budgeting (NACSLB) budget practices and the GFOA Distinguished Budget
Presentation Award Program, has recognized financial policies as an essential part of public financial
management.

2.2 Key Financial Policies and Assumptions

The District’s financial policies cover a range of diverse activities. However, for long-range financial
planning, policies related to capital financing and reserve levels are of particular importance. The
following subsection describes each of these key policies in greater detail.

Financial Planning Assumptions’° Reserve Policies

e Debt Service Coverage Ratio e Working Capital

e Additional Bonds Test e Capital Reserves

e Debt Structure Considerations e Debt Service Reserves

2.2.1 Financial Planning Assumptions

The financial planning assumptions provide guidance for future debt issuance, structure, and
management. The assumptions are incorporated into policies that establish certain limits which
recognize the District’s capital requirements, its ability to repay financial obligations, and the existing
legal, economic, financial, and debt market conditions. Specifically, the policies are intended to assist
the District in the following:

1. Evaluating available debt issuance options;

2. Maintaining appropriate capital assets for present and future needs;

3. Promoting sound financial management through accurate and timely information on financial
conditions;

4. Protecting and enhancing the District’s credit rating(s); and

5. Safeguarding the legal use of the District’s financing authority through an effective system of
internal controls.

The District’s debt financing assumptions and debt structure considerations are discussed in the
following two subsections. For more detail and additional information on the District’s policies on Debt
Financing, see Appendix A — Financial Management Policies.

10 Assumptions used in the Forecast are from the District’s Financial Management Policies, except for the
additional WIFIA-related assumptions described in Section 5.3.1 — WIFIA Debt Assumptions.

TVWD Financial Plan Page 12 May 2019
Financial Management Objectives and Policies



2.2.1.1 Forecast Model Assumptions for Debt Financing

DEBT SERVICE COVERAGE (DSC) RATIO. A DSC ratio measures the availability of current financial
resources to pay for debt service. It is the ratio of annual revenues (net of operating expenses) to total
annual debt service. For example, a DSC ratio of 1.0x means that after paying all operating expenses??,
an issuer only has exactly enough funds to pay debt service obligations. Similarly, a DSC ratio of 1.5x
means that after paying all operating expenses, an issuer has 50% more than the amount needed to pay
debt service obligations. This additional capacity allows the issuer to fund other capital expenditures
with cash (thereby resulting in less debt leverage) and providing a buffer should revenue be
unexpectedly lower (e.g., due to weather or other unforeseen events), or operating expenses being
unexpectedly higher.

DSC is one of the primary metrics used by credit ratings agencies and investors to assess the credit
worthiness of an issuer. In this way, it’s like a ratio of monthly income to mortgage payment used in
qualifying for a home mortgage. All other things being equal, an issuer with a higher DSC ratio may
indicate less borrowing, better credit ratings, and a lower cost of debt. Conversely, a similar utility with a
lower DSC ratio may indicate more debt outstanding, lower credit ratings, and more expensive debt.

The District’s master revenue bond declaration (Master Declaration) is the document that will govern
debt issuance. In this document, the District commits to set rates at levels to meet rate covenants and
additional bonds tests imposed by then-existing financing covenants. In addition to the legal and/or
contractual requirements associated with future revenue bonds, the District will strive to maintain a
minimum annual debt service coverage ratio of 2.0 times average annual debt service.?

2.2.1.2 Debt Structure Considerations

MATURITY OF DEBT. The final maturity of the debt shall not exceed, and preferably be less than, the
remaining useful life of the assets being financed, and to comply with Federal tax regulations, the
average life of a financing shall not exceed 120% of the average life of the assets being financed.

DEBT SERVICE STRUCTURE. Debt service payments for any new money debt issue will generally be
structured to create approximately level debt service payments over the life of the debt. Exceptions are
permitted for refunding debt that will have varying principal repayments structured to fill in the gaps
created by refunding specific principal maturities. The CFO may also structure the amortization of
principal to wrap around existing obligations or to achieve other financial planning goals. Deferring the
repayment of principal should be avoided except in select instances where it will take time before
project revenues are enough to pay debt service.

LIEN STRUCTURE. Senior and subordinate liens may be used to maximize the most critical constraint,
either cost or capacity, thus allowing for the most beneficial leverage of revenues.

CAPITALIZED INTEREST. The District may elect to fund capitalized interest in connection with the
construction of certain projects if revenue from such projects is not initially available to pay debt service

11 Excluding depreciation. Although depreciation is an operating expense, it is a non-cash expense and is therefore
excluded from the calculation of the DSC ratio.

12 The District sets its minimum DSC ratio target higher than the expected required minimum of 1.25 times debt
service. This is a matter of prudent financial policy, in which the District strives to achieve a higher standard than
the requirements typically set forth in bond covenants.
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on related debt. Additionally, the District may consider funding capitalized interest if it would minimize
the financial impact of such borrowing on District ratepayers.

RESERVE FUNDS. A reserve fund for a debt issuance may be required for credit rating or marketing
reasons. If required, such reserve fund can be funded with:

e The proceeds of a debt issue,
e The reserves of the District, or
e Asurety policy.

A cash reserve fund will be invested pursuant to the investment restrictions associated with the
respective financing documents and the District’s separate investment policy. For each debt issue, the
CFO will evaluate whether a reserve fund is required for credit rating or marketing purposes and the
benefits of funding or maintaining the reserve requirement with cash or a surety policy, in addition to
determining the benefits of borrowing the necessary funds or using cash reserves.

REDEMPTION PROVISIONS. In general, the District will have the right to optionally redeem debt at par no
later than 10 1/2 years after issuance. Redemption provisions will be established on a case-by-case
basis, taking into consideration market conditions and the results of a call option analysis prior to the
time of sale. Because the issuance of non-callable debt may restrict future financial flexibility, cost will
not be the sole determinant in the decision to issue non-callable debt.

CREDIT ENHANCEMENT. Credit enhancement (e.g., bond insurance or letters of credit) on District
financings will only be used when net debt service is reduced by more than the cost of the
enhancement. The District will evaluate the availability and cost/benefit of credit enhanced debt versus
unenhanced debt prior to issuing any debt.

2.2.2 Reserve Policies

Maintaining fund balances is an important function for the District to operate efficiently over the long
run. The District’s reserve policies guide the development of minimum cash balances that directly affect
this District’s Financial Plan, rates and charges, and budget. The accumulation or use of fund balances
and reserves is a practice that may allow financial decisions in one year to affect future years. Because
of the nature of these effects, these policies provide guidance to:

e District management in developing the various plans proposed to the Board, and
e The Board in making its financial decisions.

The decision to retain financial resources in fund balance or reserves directly affects:

e Financial risks from unexpected disruptions to revenue or unexpected expenditures.
e Water rates required in the current and future years.

e The District’s credit rating(s).

e Other related financial matters.

The District’s reserves requirements are highlighted in the following three subsections. For more detail
and additional information on the District’s policies on Minimum Fund Balances and Reserves, see
Appendix A — Financial Management Policies.
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2.2.2.1 Working Capital

The District separately measures its current and non-current assets and liabilities. The District can use
this distinction to calculate working capital (i.e., current assets less current liabilities). The measure of
working capital indicates the relatively liquid portion of the District’s capital, which constitutes a margin
or buffer for meeting obligations. Additionally, credit ratings agencies consider the availability of
working capital in their evaluations of the District’s creditworthiness. Therefore, working capital is a
crucial consideration in this Financial Plan.

The District’s Financial Management Policies state that working capital shall be maintained at a level
considered adequate to mitigate current and future risks (e.g., revenue shortfalls and unanticipated
expenses) and to provide stable services and fees. The policies state that this level will be at least equal
to two months of annual operations and maintenance expense (i.e., 60 days cash on hand). However, in
the Forecast model, the District targets 250 days of annual O&M for financial planning purposes.

2.2.2.2 Capital Reserves

The District’s rate setting goals include a preference to avoid sudden and/or unexpected rate increases
for customers. Capital reserves are one mechanism the District can use to lower the overall costs of
acquiring capital assets by saving money early in the planning process. Capital reserve levels are
determined through the financial planning process and identified in this Financial Plan.

2.2.2.3 Debt Service Reserves

A reserve fund for a debt issuance may be required for credit rating or marketing reasons. The District
fully redeemed its last outstanding revenue bonds in June of 2015 and its Debt Service Fund has not
been used since that time. However, when the District issues revenue bonds for future capital
expenditures, it assumes that any required debt reserves will be funded from the proceeds of each debt
issuance.

This cash reserve fund will be invested pursuant to the investment restrictions associated with the
respective financing documents and the District’s separate investment policy. For each debt issue, the
CFO will evaluate whether a reserve fund is required for credit rating or marketing purposes and the
benefits of funding or maintaining the reserve requirement with cash or a surety policy, in addition to
determining the benefits of borrowing the necessary funds or using cash reserves.

2.3 District Credit Ratings

The primary goal of the District’s Financial Plan is to provide the financial foundation on which to build
and operate its expanding system infrastructure. As described earlier, financial policies represent a
tradeoff among various objectives. Prudent financial management means striking a balance among
these objectives in a manner that provides for a sustainable enterprise with the ability to face the risks
and capitalize on the opportunities before it.

Though high underlying credit ratings are not an end in-and-of themselves, they are one of the best
measures of success in creating a financially sustainable enterprise. The District has worked with its
professional advisors to develop a targeted credit rating for its long-term debt. Based on the District’s
alignment with the rating criteria of the various rating agencies and considering the effect on the
District’s cost of capital, the District intends to target financial performance that would result in a credit
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rating of at least AA+/Aal. For comparison, Table 2-1 provides the scale for investment grade securities
for three of the national rating agencies.

Table 2-1: Rating Scales by Agency

Moody's
Standard Fitch Investor's
& Poor's Ratings Service
AAA AAA Aaa
AA+ AA+ Aal
AA AA Aa2
AA- AA- Aa3
A+ A+ Al
A A A2
A- A- A3
BBB+ BBB+ Baal
BBB+ BBB+ Baa2
BBB- BBB- Baa3

The direct financial value of a strong credit rating is a function of investor perceptions of risk. In terms of
basis points savings on long-term debt, the graph below shows the value of ‘AA’-rated credit vs. ‘A’-
rated credit since 1999.

Figure 2-1: Spread Between ‘AA’ versus ‘A’ Rated Debt* — The Benefit of Staying ‘AA’ or Better
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* 20-year AA vs. A MMD Historical Rate Comparison (1/1/1999-4/24/2019); from PFM Financial Advisors LLC.

The graph makes clear that the value of a strong credit rating varies over time. Over the period
presented, the value has ranged from a low of 7 basis points to a high of 115 basis points, while
averaging 34 basis points. To put this in perspective, an additional 34 basis points results in an additional
$340,000 in interest per year ($10.2 million over 30 years) on every $100 million in outstanding debt.
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3 Water Sales Projections

3.1 Water Sources

One of the District’s primary responsibilities is to meet the projected water demands of existing and
future customers. No single water source is sufficiently robust to meet this challenge, and the District’s
Board has long recognized the need to balance water supplies among multiple sources. Currently, the
District purchases most of its water through a wholesale contract with the City of Portland. The
remainder of the water needed by the District comes from the Joint Water Commission (JWC) and the
District’s aquifer storage and recovery facilities (ASR).

3.1.1 City of Portland Water Bureau

TVWD purchases water from Portland under an existing regional water sales agreement. TVWD has no
equity share in the Portland supply and, under the terms of the agreement, is required to pay for a
minimum average of 13.16 MGD even if the District uses less. If the District uses more it will pay for the
additional costs. Water is billed at a pre-determined rate including a rate of return to Portland, with
significant rate increases tied to high usage during summer months. The District can receive up to 42.3
MGD from Portland, however, there are significant incentives to manage the existing supply system to
limit the financial impacts of the existing Portland water sales agreement.

3.1.2 Joint Water Commission

The JWC is a partnership of the District and the cities of Hillsboro, Beaverton and Forest Grove. The JWC
operates a treatment plant and related storage and transmission facilities. As a member of the Joint
Water Commission, the District owns capacity rights in JWC facilities. TVWD’s capacity share of the JWC
water treatment plant is 12.5 MGD,*3 and the District owns rights to approximately 7,000 acre-feet of
storage'* at Barney Reservoir, one of the two primary impoundments that provide raw surface water
supply to the JWC (the other is Hagg Lake). JWC members share actual operating and maintenance costs
in proportion to their water usage and ownership shares.

JWC water is billed to the District at actual water production cost with no rate of return element. In the
summer months, purchased water costs from the JWC are significantly lower than the cost of Portland
water. Therefore, the District maximizes its purchases from the JWC source while concurrently making
the contractually required minimum purchases from Portland during the peak season.

Figure 3-1 (next page) illustrates the comparative volume and costs of the District’s supplies from
Portland and the JWC.

13 The District currently owns 12.5 MGD of JWC treatment capacity, expanding to 14.5 MGD in FY2020.
147,000 acre-feet is equivalent to approximately 12.5 MGD over a 180-day peak-season period.
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Figure 3-1: Comparison of Existing Supplies and Related Costs

FY2018 Supply [1] FY2018 Cost
Total Water Volume: 11.4 million CCF Total Water Cost: $9.7 million
JWC Cost
(million), $1.5
JWC Volume

(million CCF), 3.0

Portland Water was 73.3% of Total Volume Portland Water was 84.3% of Total Cost

[1] CCF =one hundred cubicfeet or 748 gallons.

3.1.3 Grabhorn Aquifer Storage and Recovery

The District also uses its existing Grabhorn ASR well to supplement supply during peak-summer periods.
The Grabhorn ASR facility can store up to 300 million gallons of water and deliver up to 3 MGD of supply
over a 100-day period.

To reduce the higher costs of purchasing water for peak-summer use, the District forecasts its projected
demand on a regular basis. This short-term demand forecasting helps the District meet the minimum
purchase requirement of the Portland agreement while efficiently using the JWC and ASR sources to
help meet higher demands during summer months.

3.1.4 Willamette Water Supply System

In 2013, the District’s Board decided to expand the District’s portfolio of water sources and develop a
new water supply on the Willamette River. With the development of the Willamette Water Supply
System (WWSS), the District plans to replace its Portland purchased water with this new source. The
WWSS is scheduled to be available by July 1, 2026.

Figure 3-2 (next page) summarizes the District’s current source water capacities and its planned
capacities beginning in FY2027.
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Figure 3-2: Current v. Future Source Water Capacity

Current Capacity Future Capacity
Total: 54.8 (MGD) Total: 73.7 (MGD)

JWC (14.5 MGD),

JWC (12.5 MGD), 0%
(]

23%

WWSS (59.2 MGD),
80%

Developing the new water supply is considered an integral element of the District’s core mission. The
planning, design and construction of the WWSS is being done by the Willamette Water Supply Program
(WWSP). Once complete, the WWSS will be a seismically hardened water supply system to meet the
long-term needs of its residential, commercial, and industrial customers.

The WWSS is a regional effort which will result in long-term regional benefits. It is being implemented as
a regional partnership, with TVWD serving as the Managing Agency for two new regional water entities
with ownership interest in different parts of the total program:

1. Willamette Intake Facilities (WIF) Commission — The WIF is a joint venture of the District and the
cities of Beaverton, Hillsboro, Sherwood, Tigard, and Wilsonville to jointly own and operate a
raw water intake facility located at the current Willamette River Water Treatment Plant in
Wilsonville, Oregon. The District serves as the Managing Agency for the WIF.

2. Willamette Water Supply System Commission — The WWSS will soon be a joint venture of the
District and the cities of Hillsboro and Beaverton® to construct and operate supply facilities that
convey raw water from the WIF, treat the raw water to potable standards, and convey the
potable water to each partner’s distribution systems.® The District will serve as the Managing
Agency for the WWSS.

15 The District and the cities are currently in the process of adopting the intergovernmental agreement required to
form the WWSS. As currently planned, the new WWSS entity be established on July 1, 2019.

16 The WWSP website (http://www.ourreliablewater.org/) provides additional information including activities-to-
date, maps, and other related information for all WIF and WWSS projects.
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3.2 Water Demand Forecast

In February 2018, the District entered into a service area agreement (Beaverton Service Area
Agreement) with the City of Beaverton (Beaverton). This service area agreement provided a framework
for the District and Beaverton to plan for serving customers within Beaverton’s corporate jurisdiction in
places where it overlaps with the District’s boundaries. The agreement provided Beaverton an
opportunity to withdraw a limited number of customers from the District, thereby making them
Beaverton customers. Effective July 1, 2018, Beaverton withdrew approximately 4,000 water services
from the District.

In the coming years, the District expects Beaverton to withdraw some additional customers. The timing
and the ultimate number of customers that will be affected by withdrawal is not now certain. However,
the water demand forecast underlying this Financial Plan incorporates Beaverton’s planned withdrawal
of an additional 286 services. The District assumed this withdrawal would be effective by the end of
FY2019, so the related reductions in the District’s service accounts and associated water consumption
are embedded in the projected source water purchases and rate revenue (fixed charges and water sales)
included in the Forecast model.

At this time, the District is aware of only one additional area from which Beaverton could withdraw
customers in the future.'” Regardless of the ultimate number of services that Beaverton withdraws, the
probability is low that future withdrawal(s) would occur all at once. Rather, a series of withdrawals with
subsequent transfer activities over multiple years may impact the District’s finances in a gradual way.

Given the staggered timing of customer transfers to wheeling status and then separated status (i.e.,
served directly by Beaverton), the impact to the District’s finances is projected to be gradual. As the
implementation of the agreement proceeds, and transfers are completed, the District will refine the
assumed revenue impacts included in the forecast model.

Before factoring in assumed losses to Beaverton, the assumed annual customer growth rate begins at
0.75% in FY2020 through FY2021, and then the growth rate declines by 0.05% annually until it hits zero
in FY2036. These reductions in growth recognize the anticipation of slowing of development as the
District approaches its build-out capacity. Expansions of the region’s urban growth boundary on the
northern edge of the District’s current service area may increase these assumed growth rates for future
years.

Water usage per customer has declined more than 20% over the past eight years, from 900 cubic feet (9
CCF) per month to 7 CCF per month.*® Declines in per capita water use have stabilized in recent years. In
its Forecast modeling, the District assumes that these past conservation savings are permanent and
forecasts sales growth at approximately one-third of a percent (i.e., 0.34%) through FY2029. This
assumption is related to a combination of factors including mild weather, a successful conservation
program that have depressed summer water demands, and the District’s similar experience to the
nation-wide trends towards smaller family sizes and widespread assimilation of water-efficient
appliances. After FY2029, the District assumed that sales growth would begin to align with customer
growth, ultimately zeroing out in FY2036.

17 Section 3.7 of the Beaverton Service Area Agreement defines the obligations of Beaverton to assume a
proportionate share of the District’s the outstanding debt for all withdrawals effective after July 2, 2020.
8 One hundred cubic feet of water (1 CCF) is equal to approximately 748 gallons.

TVWD Financial Plan Page 20 May 2019
Water Sales Projections



In FY2020, after factoring in past and projected withdrawals to Beaverton, the District expects an
internal rate revenue loss of approximately 5.8% from the FY2019 total. In future years, the combination
of low customer growth and stagnant sales results in annual internal revenue growth rates that decline
from approximately 0.45% in FY2021 to approximately 0.35% in FY2029.

Figure 3-3 summarizes projected water demand and the assumed mix of supply sources used as the
basis for purchased water costs in the Forecast model. Note that the impacts of the known Beaverton
withdrawals are already included in the FY2020 numbers. Additional future withdrawals by Beaverton
would impact the projections shown below, and the District would necessarily adjust its assumptions
and Financial Plan.

Figure 3-3: Balancing Water Supplies and Demand by Fiscal Year
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4 Capital Improvement Plan

Each biennium the District updates its capital improvement plan, which includes expenditures for the
Willamette Water Supply Program, Joint Water Commission, and in-District projects.

e The WWSP was established to develop and deliver the Willamette Intake Facilities (WIF),
Willamette Water Supply System (WWSS), and Metzger Pipeline East (MPE) to the District and
its partners by July 2026.

e Asdiscussed in Section 3.1.2, the District is a partner in the JWC along with the cities of
Beaverton, Forest Grove, and Hillsboro. As a member of the JWC, the District also participates in
the development of its capital budget.

e Forin-District projects, status updates on current projects and new project requests are
prepared by the Engineering & Operations Department.

Table 4-1 summarizes the current biennial CIP budget (FY2020 and FY2021) and forecast expenditures
through FY2029.%° The District’s share of projected WWSP (including WIF & WWSS projects) and JWC
capital costs are summarized in the top two rows of the table. The categories listed below JWC are all in-
District capital expenditures.

Table 4-1: Summary of Forecast CIP Expenditures by Category and Fiscal Year (S Millions)

Category 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 Totals
WWSP $47.1 $65.1 $81.7 $148.1 $117.9 $48.5 $33.8 $43 $0.0 $0.0 $546.7
Jwc 1.3 0.6 0.8 0.5 0.3 0.4 0.4 0.8 0.8 1.1 7.1
TVWD Source 0.1 0.0 1.1 0.7 0.1 0.0 0.0 0.0 0.0 0.0 2.0
Storage 0.4 2.1 7.4 0.4 3.0 3.1 1.4 4.8 2.8 2.9 28.2
Pumping 1.0 4.9 1.1 3.2 3.0 0.1 1.4 2.8 1.0 1.0 19.6
Pipelines* 203 200 394 583 281 197 183 278 161 293 2773
PRVs/Vaults 0.3 0.3 0.3 0.4 0.4 0.4 0.3 0.3 0.3 0.3 33
Facilities/Fleet/IT 3.0 4.0 2.5 0.5 0.5 0.6 0.6 0.9 1.0 1.0 14.5
Meters/Svcs 1.6 1.8 1.5 1.6 1.7 1.7 1.6 1.7 1.8 1.8 16.7
Other 1.0 1.1 1.7 1.7 1.8 1.8 1.9 99 102 106 41.7
Totals $76.1 $100.0 $137.6 $215.5 $156.8 $76.3 $59.6 $53.3 $33.9 $48.0 $957.1
Summary

WWSP $47.1 $65.1 $81.7 $148.1 $117.9 $485 $33.8 $43 $0.0 $0.0 $546.7
Jwc 1.3 0.6 0.8 0.5 0.3 0.4 0.4 0.8 0.8 1.1 7.1
In-District 278 342 550 668 385 275 254 482 331 469 4033

*Includes Metzger Pipeline East (5112 million, FY2020-25), previously classified as part of the WWSP.

e The largest element of the District’s ten-year CIP is the WWSP at nearly $547 million. This
number represents the District’s share of all remaining WWSP project expenditures, including
the costs of the raw water facilities, water treatment plant, finished water pipelines, and
terminal reservoirs. All WWSP projects will be complete in FY2026, with $4.3 million in program
close-out costs projected for FY2027.

1% Detailed project cost estimates and descriptions from the District’s 2019-2021 requested budget are included in
Appendix B — Capital Improvement Plan.
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e Pipelines will be another major element of ten-year and future CIP expenditures. Included in the
$277 million shown above is the District’s Mains Replacement Program (approximately $S80
million) and Metzger Pipeline East (5112 million) which will deliver WWSS water to the District’s
Metzger service area.

e Several reservoir replacements and seismic upgrades are included in the $28 million for Storage.

e Similarly, at nearly $20 million for Pumping, the District is planning several major
improvements/replacements of pump stations over the next ten years.

Figure 4-1 presents a graphical summary of the projected annual CIP expenditures for the next ten
years. As shown in Table 4-1 above, the costs shown below total $957.1 million for the presentation
period. This total represents the costs of the in-District CIP and the District’s cost shares of JWC and
WWSP capital expenditures. These projected expenditures form the capital funding needs of the District
during the Financial Plan period.

As shown, the funding needs decline after completion of the WWSS. However, in FY2027 and beyond,
the District is projecting increased spending in its Mains Replacement Program and in additional future
improvements/replacements of storage and pump station facilities.

In Figure 4-1 below, note that only the in-District and WWSP costs are labeled. The JWC amounts are not
labeled because they are relatively small, and the labels would crowd the larger in-District and WWSP
amounts shown.

Figure 4-1: Projected Annual CIP Expenditures by Fiscal Year
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5 Capital Financing Plan

The capital financing plan for the District’s projected capital expenditures is one of the primary drivers
for this Financial Plan. The capital financing plan considers the District’s financial objectives and the mix
of current and future funds available for capital investment to determine the optimal funding sources
for the projected CIP expenditures. The optimal funding mix will be achieved by balancing the use of
cash funding and debt proceeds to fund the CIP while minimizing increases to customers’ rates.

This section provides an overview of the debt instruments the District anticipates using to finance the

current CIP, the methodology used to optimize the CIP financing mix, and the fundamental assumptions
underlying the projected debt service schedules for new debt.

5.1 Borrowing Options

Certain rules and regulations make clear the types and limits of debt financing available to the District.
Some rules exist on the national level, while others are specified by Oregon law. The District shall
comply with the all debt limitations imposed by the Oregon Constitution, Oregon Revised Statutes
(ORS), and Oregon Administrative Rules (OAR). The District will further comply with Security and
Exchange Commission (SEC) and Municipal Securities Rulemaking Board (MSRB) rules regarding debt
issuance, and with IRS regulations for tax-exempt or tax-advantaged debt.

The following describes the specific debt instruments that the District has selected for its capital
financing plan.

5.1.1 Types and Use of Long-Term Debt

REVENUE BONDS. Revenue bonds are obligations payable from the net revenues of the District’s
operations. As users of the District facilities will benefit from long-term capital investments in future
years, it is appropriate that future revenues pay a share of the costs and more closely match the term of
repayment to the expected economic useful life of the project being financed.

Long-term revenue bonds issued by the District will only be used to finance and refurbish capital
facilities, projects and certain equipment where it is determined to be cost effective and fiscally
prudent. Revenue bonds will be structured to achieve the lowest possible net cost to the District
considering market conditions, terms that are advantageous to the District, risks, the Financial Plan, and
the nature and type of security to be provided.

Although revenue bonds are not subject to constitutional or statutory debt limits, the District’s debt will
not exceed legal or contractual limitations, such as rate covenants or additional bonds tests imposed by
then-existing financing covenants. Prior to the issuance of any new revenue bonds, the CFO will cause
the impact of future debt service payments on total annual fixed costs to be analyzed.

WIFIA. The Water Infrastructure Finance and Innovation Act (WIFIA) program is a federal loan and
guarantee program, administered by the U.S. EPA, that aims to accelerate investment in the nation's
water infrastructure by providing credit assistance for regionally and nationally significant projects. The
program received 62 applications in 2018 and selected 39 finalists with projects that will enhance water
quality and public health. The District, with its partner the City of Hillsboro, was selected as one of the
39 finalists.
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WIFIA is a highly valuable addition to the District’s portfolio of future debt because it will lock in a low
interest rate for the length of the program, provide favorable loan terms, and allow for customized
disbursement and repayment schedules. The District estimates that its share of WIFIA funding will save
its ratepayers over $230 million between 2020 and 2045.

FEDERAL, STATE, OR OTHER LOAN PROGRAMS. To the extent it benefits the District, the District may
participate in federal, state, or other loan programs. The CFO shall evaluate the requirements of these
programs to determine if the District is well served by employing them. For planning purposes and in the
event the District employs a federal, state, or other loan program, the District shall treat and report
these obligations in a manner consistent with other similar debt instruments. To the extent required by
the loans or other outstanding debt agreements, the District shall include the financial requirements of
these obligations when determining additional bonds test, coverage requirements, etc.

5.1.2 Authority to Issue Debt

The District has authority under state law to enter into financial obligations for the borrowing options
described above. Below are descriptions of the actions the District has taken or will take to obtain the
authority to issue debt.

ORDINANCE. At its April 17, 2019 regular meeting, the Board of Commissioners adopted Ordinance 01-
19 (Ordinance) authorizing the issuance of debt. The Ordinance authorizes $600 million in net bond
proceeds to fund capital expenditures, identifies an additional $80 million to fund debt service reserves
and issuance costs, authorizes the District’s participation in the WIFIA loan program as well as additional
revenue bond issuances, and identifies the types of capital expenditures that may be funded by the
borrowings.?° The Ordinance also delegates to the District’s Chief Financial Officer, Chief Executive
Officer, or other designated employees of the District to issue the revenue bonds authorized by the
Ordinance.?!

MASTER DECLARATION. The District has prepared a draft master revenue bond declaration (Master
Declaration) that is scheduled to be approved by the Board at its May 15, 2019 regular meeting. The
Master Declaration establishes the terms under which the District’s long-term borrowings are incurred
and the terms under which future obligations may be issued on a parity. Under certain circumstances,
the Master Declaration may be supplemented or amended by a future Supplemental Declaration.?

5.1.3 Other Debt Considerations

DEBT REFINANCING. Refunding obligations may be issued to retire all or a portion of an outstanding
debt issue. Economic refundings may refinance high-coupon debt at lower interest rates to realize debt
service savings. Alternatively, the District may conduct a refunding for reasons other than cost savings,
such as to restructure debt service payments, to change the type of debt instruments, to release
restricted revenues, to ease administrative requirements, or to remove undesirable covenants.

REIMBURSEMENT DECLARATION. The District’s Board of Commissioners authorized the District’s Chief
Executive Officer to declare official intent on behalf of the District to reimburse the District’s cash
reserves for capital expenditures with the proceeds from tax-advantaged obligations. This authorization

20 The authorized capital expenditures include all system improvements of the District, including investments in the
District’s joint ventures such as the Willamette Water Supply System.

21 A signed copy of the Ordinance is included as Appendix C — Ordinance 01-19 — Authorizing the Issuance of Debt.
22 A draft copy of the Master Declaration is included as Appendix D — Draft Master Revenue Bond Declaration.
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was approved by Resolution No. 08-13, adopted on June 19, 2013. In addition to this reimbursement
declaration, the District’s Board further declared its intent as part of the Ordinance.

5.2 Optimizing the Capital Financing Mix

The District’s CIP funding sources include accumulated revenues (fund balances), future revenues
allocated towards capital expenditures (cash financing, also known as “pay-as-you-go”), and debt
financing which will lead to debt service repayments (sometimes referred to as “pay-as-you-use”
financing). All of these funding sources must be integrated into the capital financing plan.

Optimizing the capital financing plan is a complex and iterative process that involves several key steps.
These steps are:

1. Determine the CIP funding mix of cash and debt financing for each Forecast year.
2. Determine the types and estimate the amounts of debt financing that will be used.
3. Calculate amortization schedules for the forecasted debt issuances.

The steps and process are discussed in greater detail in the following subsections.

5.2.1 Target Cash and Debt Financing Profile

Like any business, the District must determine the best mix of resources (cash and debt financing) to
fund both its operations and its capital program. The cash/debt profile aims to maintain some cash
investment into both existing facilities (renewal and replacement) and new system assets, while
minimizing rates and achieving intergenerational equity among customers.

Figure 5-1 illustrates the mix of cash and debt planned to finance the CIP over the 10-year presentation
period. Note that the ratio of cash-to-debt is projected to vary each year. Ultimately, the mix will vary
from the projections shown, depending on future market conditions and input from the District’s
financial consultants.

Figure 5-1: CIP Funding Sources by Fiscal Year
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Figure 5-2 illustrates the proportional amounts of CIP funding through the end of FY2029.

Figure 5-2: Ten-Year CIP Funding Ratios by Source

Cash,
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5.2.2 Debt Structure and Principal Amortization

Ultimately, the structuring of the District’s future debt obligations and repayments will depend on
market factors and input from professional advisors (municipal advisors, underwriters, etc.) at the time
of each issuance. For the purposes of the Forecast model and this Financial Plan, the District used what
it considers to be standard, and slightly conservative, assumptions to calculate future debt service
requirements. These assumptions are outlined in Section 5.3 below.

5.3 Significant Debt Program Assumptions

As mentioned in the Introduction (Section 1), the District will fund a significant portion of its WWSS
expenditures with financing from the Water Infrastructure Finance and Innovation Act (WIFIA), with
revenue bonds augmenting the remaining WWSS costs and providing outside funding at times when
future debt financing will be required.

5.3.1 WIFIA Debt Assumptions

TERM. The total WIFIA loan amount will be repaid over 35 years, beginning after “substantial
completion” of the project (WWSS). The District assumes that “substantial completion” of the WWSS
will be in FY2026 and that WIFIA repayments will begin in FY2027.

INTEREST RATE. Currently, the District is using a 3.5% assumed interest rate for the WIFIA financing and
capitalized interest calculation. The actual rate will be set by the WIFIA program at the time the WIFIA
loan is closed.

ISSUANCE COSTS. WIFIA issuance costs are estimated to be $500,000, funded from WIFIA loan proceeds.
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CAPITALIZED INTEREST. Using the assumed 3.5% WIFIA interest rate and guidance from the WIFIA
program, the District calculated compounding interest on each of its projected WIFIA draws from the
year each draw is taken to FY2027 (when the total WIFIA loan is sized), at which point the total
accumulated amounts would be rolled into the final WIFIA loan. Table 5-1 presents a summary of the
capitalized interest calculation and resulting WIFIA loan amount financed.

Table 5-1: WIFIA Capitalized Interest and Total Financing

WIFIA Yearsto Compound Total Total
Proceeds [1] Loan Rate [2] Cap-i Financed
FY2020 $5.0 7 27.2% $1.4 $6.4
FY2021 20.0 6 22.9% 4.6 24.6
FY2022 100.0 5 18.8% 18.8 118.8
FY2023 125.0 4 14.8% 18.4 143.4
FY2024 65.0 3 10.9% 7.1 72.1
FY2025 30.0 2 7.1% 2.1 32.1
FY2026 25.5 1 3.5% 0.9 26.4
Totals $370.5 $53.3 $423.8

[1] FY2020 includes $500,000 for issuance costs.
[2] Annual int. rate: 3.5%

PRINCIPAL AMORTIZATION. For planning purposes, the principal amount of $423.8 million was amortized
over 35 years using levelized annual debt service.

DEBT SERVICE RESERVE. Based on current strategies, the District is not forecasting a debt reserve
requirement for the WIFIA financing.

5.3.2 Revenue Bond Debt Assumptions
TERM & INTEREST RATE. All projected bonds are based on a 30-year term and 5.5% interest rate.

ISSUANCE COSTS. Revenue bond issuance costs are estimated at 1.5% of each issuance, with the costs
included in the total issuance amount.

PRINCIPAL AMORTIZATION. For planning purposes, revenue bonds were amortized over 30 years using
levelized annual debt service.

DEBT SERVICE RESERVE. Revenue bond reserve requirements were calculated based on the maximum
annual debt service (MADS) of each issuance.

5.4 Schedule of Future Debt Issuance

Projected debt issuances are presented in Table 5-2 on the next page. For WIFIA and each revenue bond
issuance, Table 5-2 includes the proceeds available for capital expenditures, estimated issuance costs,
reserve requirements (revenue bonds only), capitalized interest (WIFIA loan only), and total issue
amounts during the 10-year and 30-year projection periods.
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Table 5-2: Projected WIFIA Funding and Revenue Bond Issuances (S Millions)

Proceeds Issuance Reserve Capitalized Total

for CIP Costs [1][2] Req. [3] Interest Financed

Debt Issuances through FY2029

WIFIA $370.0 $0.5 $0.0 $53.3 $423.8
FY2023 Revenue Bonds 42.8 0.7 3.2 0.0 46.7
FY2024 Revenue Bonds 51.5 0.8 3.9 0.0 56.2
FY2029 Revenue Bonds 25.7 0.4 1.9 0.0 28.1
10-year Totals $490.0 $2.5 $9.0 $53.3 $554.8

Future Debt Issuances

FY2032 Revenue Bonds $12.2 S0.2 $0.9 $0.0 $13.4
FY2033 Revenue Bonds 28.9 0.5 2.2 0.0 31.6
FY2035 Revenue Bonds 32.3 0.5 2.4 0.0 35.2
FY2036 Revenue Bonds 34.7 0.6 2.6 0.0 37.8
FY2037 Revenue Bonds 26.4 0.4 2.0 0.0 28.8
FY2039 Revenue Bonds 23.5 0.4 1.8 0.0 25.6
FY2040 Revenue Bonds 55.4 0.9 4.2 0.0 60.5
FY2043 Revenue Bonds 25.2 0.4 1.9 0.0 27.5
FY2045 Revenue Bonds 15.7 0.3 1.2 0.0 17.1
FY2046 Revenue Bonds 47.7 0.8 3.6 0.0 52.1
FY2047 Revenue Bonds 77.4 1.3 5.8 0.0 84.5
Future Totals $379.3 $6.2 $28.5 $0.0 $414.0
30-year Totals $869.3 $8.7 $37.5 $53.3 $968.8

[1] WIFIA issuance costs assumed at $500,000.
[2] Revenue bond issuance costs assumed at 1.5% of total issuance.
[3] Revenue bond reserve requirement assumed at maximum annual debt service (MADS) per issuance.

It should be noted that Table 5-2 is not intended as an outline or planned schedule for future revenue
bond issuances, as the District will not likely issue revenue bonds annually over 2- and 3-year periods.
Rather, the schedule above is meant to demonstrate the approximate size and timing of needed debt
financing. In future years when debt funding is needed, the District may execute a single bond issuance
to cover needs for multiple successive years. Conversely, short-term debt instruments may be employed
to cover interim capital costs for a given period, with revenue bonds then issued to close-out the interim
financing and provide additional funding for then-current and/or future capital expenditures.

Figure 5-3 (next page) shows the resulting debt service based on the projected borrowings in Table 5-2
above and the debt service assumptions described in Section 5.3.
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Figure 5-3: Projected Annual Debt Service

$70
$60
S50
5 s40
= 530 A
KN
$10 Rin
NN
SO by
2020 2024 2028 2032 2036 2040 2044 2048 2052 2056 2060 2064 2068
O Rev. Bond DS (FY20-29 Issues) mWIFIA* [ Future Rev. Bond DS A Rev. Bond Issuances

*WIFIA debt repayments based on program funding plus capitalized interest in FY2020 through FY2026.

As shown in Figure 5-4, the District expects to meet or exceed its target debt service coverage of 2.0
times total annual debt service (WIFIA and revenue bonds).

Figure 5-4: Projected Debt Service Coverage
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Note that Figure 5-4 presents ten years of results beginning with FY2025 instead of FY2020. This is to
show projected DSC for a period after which the bulk of the District’s near-term debt service
requirements will be in place.
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6 Financial Forecast

This section provides a brief description of the District’s rates and charges, forecast financial projections,
and a summary of the District’s projected sources and uses of funds over the presentation period. The
forecast represents the District’s current projections, which are based on current data and assumptions.
It is important to note that these projections are subject to change and should be viewed as estimates.

6.1 District Rates and Charges

The District collects revenues from a variety of sources. Some sources are fixed (i.e., not dependent on
water sales or the economy), while others are variable being based on the amount of water sold or the
local/regional economy (e.g., system development charges). Brief descriptions for each of the District’s
rates and charges categories are provided below.

FIXED CHARGE. Water rates include two types: fixed and volumetric. The fixed charge is assessed to
customers monthly or bi-monthly and varies by meter size.

VOLUMETRIC WATER RATE. The volumetric rate is based on the amount of water consumed. TVWD
assesses this rate to each unit of water sold, on a S/CCF basis.

OTHER RATES AND CHARGES (NON-RATE REVENUE). For planning purposes, non-rate revenue includes
meter and service revenue, dispatch fees, backflow program reimbursements, contract
reimbursements, miscellaneous income, and some other small dollar items. Together, these line items
will be almost $3.4 million in FY2019.

SYSTEM DEVELOPMENT CHARGES. Sometimes referred to as improvement fees, impact fees, capacity
reserve charges, or infrastructure investment fees, SDCs are contributions of capital to either reimburse
existing customers for the available capacity in the existing system or help finance growth-related
capacity improvements. For FY2019, the District is projecting approximately $5.5 million from water
SDCs.

6.2 Projected Rates and Charges

The District developed its financial projections based on its financial objectives and policies (presented
in Section 2), water sales projections (Section 3), and projections of future revenue requirements which
are based on the following:

e CIP (Section 4)
e (Capital financing plans (Section 5)
e Operating cost forecast — discussed later in this section (Section 6)

Using all these inputs and assumptions, District staff uses its Forecast model to determine the level of
rate revenue needed to meet the District’s requirements in each year of the model’s forecast period.
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Figure 6-1 presents the Forecast rate revenue adjustments (3.9% per year) and typical monthly bill over
the presentation period.

Figure 6-1: Projected Rate Adjustments and Typical Bills by Fiscal Year
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6.3 Projected Sources of Funds

Figure 6-2 presents a summary of the District’s projected sources of funds over the presentation period.
On the next page, Table 6-1 presents the same information in tabular detail with descriptions included
below it.

Figure 6-2: Projected Sources of Funds by Fiscal Year
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Table 6-1: Revenues and Other Funding Sources by Fiscal Year

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 | Totals

Water Sales §71.6 S74.7 S$77.9 $81.3 $84.8 $88.4 $92.2 $96.2 $100.3 $104.6 $871.9
SDCs 5.7 5.7 5.7 5.7 5.7 5.7 5.6 5.6 5.5 5.4 56.3
Other Revenue 8.7 7.6 7.0 7.2 7.4 7.5 7.8 6.4 6.3 6.6 72.4
WIFIA 50 20.0 100.0 125.0 65.0 30.0 255 - - - 370.5
Revenue Bonds - - - 46.7 56.2 - - - - 28.1 131.0
Reserves 36.6 425 - - - 0.7 - 125 2.0 - 94.3
Totals $127.6 $150.5 $190.6 $265.8 $219.1 $132.3 $131.1 $120.6 $114.1 $144.7 |$1596.4

RATE REVENUE (WATER SALES). Water rate revenue projections include revenue from both fixed and
volumetric charges, as discussed in Section 6.1 — District Rates and Charges. Over the presentation
period, increasing rate revenue is due to the projected rate revenue adjustments shown in Figure 6-1 as
well as minor annual increases in customers and water sales after net losses due to withdrawals by the
City of Beaverton, which were discussed in Section 3.2 — Water Demand Forecast.

SYSTEM DEVELOPMENT CHARGES (SDCs). In FY2020, the District projects that it will receive
approximately $5.7 million from water SDCs. For the first 10 years of the forecast, the District assumed
that SDC collections would remain steady between $5.7 million and $5.4 million annually, declining
slightly over time. These assumptions are important as the overreliance on growth-related fees for rate
setting purposes may result in the need for additional rate adjustments to fund capital improvements
should growth not occur at the projected levels.

NON-RATE REVENUE (OTHER REVENUE). As mentioned in Section 6.1 above, non-rate revenue includes
meter and service revenue, dispatch fees, backflow program reimbursements, contract
reimbursements, miscellaneous income, and some other small dollar items. The District’s proposed
2019-2021 budget has these items totaling almost $3.5 million in FY2020 and $3.6 million in FY2021.
From FY2022 forward, non-rate revenue line items were projected to increase at a rate of 3.0% annually.

PAYMENTS FROM PARTNERS (OTHER REVENUE). For capital budgeting purposes, District personnel costs
directly associated with the development of capital projects are included in the CIP cost projections and
ultimately capitalized with the projects. For the WWSP and other partner projects, the District receives
payments from its partners for their share of project costs (including District overhead).

Although the Forecast model includes only the District’s share of partner project costs like the WWSP, it
recognizes the partners’ share of capitalized overhead as a resource (non-rate revenue) since that
portion of the District’s operational costs is included in its budget and Forecast O&M expenses but will
be paid by partners. In other words, the Forecast includes the District’s total operational expenses, but
offsets a portion of those expenses with the amounts the District will receive from its partners for
capitalized overhead.

From FY2020 to FY2026, the Forecast includes between $1.0 and $1.3 million per year from partner
reimbursements for capitalized overhead related to WWSP projects. This resource is eliminated after
FY2026 as the WWSP will be complete, resulting in the FY2027 decline in Other Revenue in Table 6-1.

WHEELING REVENUE (OTHER REVENUE). As discussed in Section 3.2 — Water Demand Forecast, the
service area agreement with Beaverton affected a portion of the District’s service area subject to
withdrawal. Although withdrawn from the District, the District continues to serve these customers until
Beaverton undertakes certain “transfer activities” governed by the agreement. Beaverton can transfer
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customers to a wheeling status in which Beaverton will provide water for the District to convey to
Beaverton’s customers. The agreement provides a basis for compensation to the District for providing
wheeling services to Beaverton. Beaverton can also serve withdrawn customers directly with its own
infrastructure.

As Beaverton transfers these customers into a wheeling arrangement, wheeling revenue from
Beaverton is projected to increase from approximately $550,000 in FY2019 to a high of $1.7 million in
FY2020. As Beaverton separates the withdrawn customers from the District’s service area, the wheeling
revenue will decline. The District assumes that a small portion of withdrawn customers will receive
wheeled water on a permanent basis. From a low of approximately $213,000 in FY2027, Beaverton
wheeling revenue is projected to increase at a rate of 3.0% annually thereafter.

INTEREST INCOME (OTHER REVENUE). Interest earnings on the District’s reserve funds were calculated
based on assumed interest rates of 2.70% in FY2020, 3.00% in FY2021, 3.25% in FY2022, and 3.50%
annually thereafter. Given the substantial level of reserves currently held by the District, the Forecast
includes over $2.5 million of interest earnings in FY2020. As the District uses cash reserves for capital
expenditures over the next two years, interest earnings are projected to decline to $1.65 million in
FY2021 and S1.1 million in FY2022. In FY2023 and beyond, interest earnings are projected to increase
slightly each year as the District’s reserve fund balance grows to keep pace with increasing O&M costs.

WIFIA. The WIFIA program is described in detail in Section 5 of this Financial Plan

REVENUE BONDS. Along with the WIFIA program, revenue bond issuances are described in detail as part
of Section 5 — Capital Financing Plan.

RESERVES (NET FUND WITHDRAWALS). Cash fund withdrawals will provide an important source of funds
for the District as the WWSP moves into full swing. For the last 5-10 years, the District has been
proactive in planning for these future capital investments, which will require sizable capital
expenditures. When combined with projected debt proceeds, the reserves that the District has amassed
will play an important role in keeping future rate revenue adjustments steady and low.
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6.4 Projected Uses of Funds

The following graph and table show the projected uses of funds over the presentation period. The major
categories of uses include:

e Operations and Maintenance (O&M) Costs (including PERS Side Account deposits and debt
issuance costs)

e Purchased Water Program (including pumping power costs)

e Capital Expenditures

e Net Increases in Reserves

o Debt Service

As shown in Figure 6-3, the largest variability in the projected uses of funds is driven by the District’s
planned capital expenditures. Table 6-2 presents a tabular detail of the projected uses of funds, with

descriptions below and on following pages.

Figure 6-3: Projected Uses of Funds by Fiscal Year
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Table 6-2: Annual Expenditures and Increases in Reserves by Fiscal Year
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029| Totals
O&M Costs [1] $38.8 $37.7 $39.8 $31.8 $33.9 S$34.1 $355 S$39.1 $40.8 S$43.0 S374.5
Purchased Water [2] 12.1 12.3 11.9 13.0 13.1 14.2 14.7 9.9 10.4 10.9 122.6
Capital Outlay 76.6 100.5 138.1 216.0 157.4 77.0 60.3 53.9 34.6 48.7 963.2
Building Reserves - - 0.8 34 9.5 - 135 - - 12.7 40.0
Debt Service - - - 1.6 5.1 7.1 7.1 17.7 28.3 29.2 96.1
Totals $127.6 $150.5 $190.6 $265.8 $219.1 $132.3 $131.1 $120.6 $114.1 $144.7 $1596.4

[1] O&M costs shown include debt issuance costs and OPERS side account deposits ($10 million/yr in FY2020-22).
[2] Costs shown represent TVWD's Purchased Water Program, which includes pumping power costs.

0&M COSTS. Operations and maintenance costs account for most of the day-to-day expenditures for
operating a water utility. O&M costs include labor, benefits, materials and services among other items.
Management’s requested 2019-2021 budget served as a starting point for the O&M forecast included in
this Financial Plan. Most O&M costs were projected to escalate from FY2021 data at 4.5% annually.
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Also included in the O&M Costs row in Table 6-2 are proposed deposits into a side account to offset a
portion of the District’s pension liabilities and debt issuance costs which were discussed in Section 5.3 —
Significant Debt Program Assumptions.

PENSION SIDE ACCOUNT DEPOSITS (0&M COSTS). Employees of the District are provided pensions
through the Oregon Public Employees Retirement System (OPERS). OPERS provides a variety of pension
plans for public employees based on when an employee first enters public service. These pension plans
are commonly referred to as OPERS Tier 1 and Tier 2, and Oregon Public Service Retirement Plan
(OPSRP). These plans vary in benefits but include both a defined benefits component and a defined
contribution component.

Like many pension plans, the OPERS plans currently have an unfunded actuarial liability (UAL). The
OPERS UAL is allocated to employers of the plan. The District estimates it current share of OPERS UAL is
approximately $20 million. In addition, District management believes the assumed discount rate
currently used by OPERS to value the UAL may be reduced in the future. A reduction in the assumed
discount rate, everything else being equal, increases the OPERS UAL and the UAL allocated to the
District. Based on analysis conducted by OPERS consultants and actuaries, a change in the assumed
discount rate by 1% could add another $10 million to the District’s UAL.

The District’s share of the OPERS UAL is the result of many factors. These factors include changes in
actuarial assumptions, earnings on the OPERS investments, and other OPERS policies (e.g., rate
collaring). The District’s share of OPERS UAL is a liability of the District and is reported in the District’s
financial statements consistent with the requirements of the various Government Accounting Standards
Board (GASB) statements on pension reporting.

The District’s management will request $20 million in the 2019-21 biennium to fund an OPERS side
account with two deposits of $10 million each. The deposits will be separated in time to mitigate market
risks since the OPERS investments of side accounts has greater market risk than the District’s investment
portfolio. Funding the side account results in lower OPERS rates and payments by the District and allows
the District’s assets to be invested in a manner more consistent with long-term retirement needs.?3

The Financial Plan also includes an additional $10 million in FY2022 (the subsequent biennium) to
account for the likely change in the assumed discount rate. At that time, the Board and Budget
Committee will be asked to consider funding another side account to offset the increased UAL.
Alternatively, if no OPERS side account is funded, the $10 million would be available to offset the
expected increase in OPERS rates resulting from the change in the assumed discount rate.

23 The District’s investment policies restrict investments to have a maturity of no more than five years whereas
OPERS funded side accounts are invested consistent with long-term retirement funds.
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PURCHASED WATER PROGRAM. Following the 2019-2021 requested budget numbers, water purchases
are projected to escalate from FY2021 to FY2026 as follows in Table 6-3, listed by source:

Table 6-3: Source Water Rates and Costs (FY2021-FY2026)
2021 2022 2023 2024 2025 2026

Portland
Rate ($/CCF) [1] $1.367 $1.418 $1.570 $1.562 $1.710 $1.757
% Change 3.7% 10.7% (0.5%) 9.5% 2.75%
Purchase (MGD) [2] 13.16 13.16 13.16 13.16 13.16 13.16
Annual Cost ($ million) $8.8 $9.1 $10.1 $10.0 $11.0 $11.3
% Change 3.7% 10.7% (0.5%) 9.5% 2.75%
JWC
Rate (S/CCF) [3] $0.582 $0.608 $0.636 $0.664 S$0.694  $0.725
% Change 4.5% 4.5% 4.5% 4.5% 4.5%
Purchase (MGD) [4] 7.35 7.42 7.49 7.56 7.63 7.70
Annual Cost ($ million) $2.1 $2.2 $2.3 $2.5 $2.6 $2.7
% Change 5.5% 5.5% 5.5% 5.5% 5.5%
Total Annual Cost $10.9 $11.3 $12.4 $12.5 $13.6 $14.0
% Change 4.1% 9.7% 0.6% 8.7% 3.3%

[1] Portland rate forecast provided by Portland.

[2] Contract minimum (as annual avg.); min. purchase assumed for financial planning purposes.
[3] JWC rates escalated from current rate by 4.5% per year.

[4] Annual average amounts required to meet Forecast water demands after Portland purchases.

In FY2027, the melded cost of the District’s water will drop due to the change in source water supplies.
As presented in Figure 3-3, the Forecast assumes that the District will purchase more JWC water after
switching its other source from Portland to the WWSS. By doing so, overall source water costs decline by
$5.8 million (41%) in FY2027.

PUMPING POWER COSTS (PURCHASED WATER). Pumping power costs are also included in the District’s
Purchased Water Program. Currently, the District incurs these costs for moving water from its 385, 426,
and 435 pressure zones to higher elevations in its service area.

Pumping power costs are projected to escalate from the FY2021 requested budget at an annual rate of
4.5% until FY2026. However, when the District switches its gravity-fed water supply (Portland) to a
pumped source (WWSS), pumping power costs will increase by more than $1 million, from $616,000 in
FY2026 to $1.65 million in FY2027.

When the WWSS pumping costs are added to in-District pumping and combined with the FY2027
reduction in source water costs, the net decrease in Purchased Water shown in Table 6-2 is
approximately $4.75 million. After FY2027, Purchased Water Program costs are projected to escalate at
approximately 4.95% in FY2028, then slow gradually to 4.5% annual increases in FY2036 and beyond.
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CAPITAL EXPENDITURES (CAPITAL OUTLAY). The District’s CIP is described in Section 4 of this Financial
Plan, while detailed project cost estimates and descriptions are included in Appendix B — Capital
Improvement Plan.

Capital outlays from O&M are also included as Capital Outlay in Table 6-2. These outlays are minor in
comparison to the CIP, starting at approximately $550,000 in FY2022 and escalating 4.5% annually.

NET INCREASES IN RESERVES (BUILDING RESERVES). In years when the District will use WIFIA and
revenue bond funding for portions of its capital expenditures, revenue from rates and other sources
may be available to increase reserve balances, thereby making it available for use in future years.

DEBT SERVICE. Projected debt service is driven by the capital financing mix discussed in Section 5.2.1 —
Target Cash and Debt Financing Profile and the debt program assumptions detailed in Section 5.3.

6.5 Detailed Financial Projections

Appendix E — Forecast Model Summary Results includes a copy of detailed projections from the summary
version of the District’s Forecast model.
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7 Funds and Reserves

Reserves are critical to the prudent financial management of any utility. Adequate reserve levels can
provide the necessary funding in low sales years or offset emergency capital projects, both minimizing
the impacts to rates in the short-term. This section presents the summary reserves that the District uses
in the Forecast model. The projections in this section demonstrate that the District will have enough
liquidity to meet both its operating and capital investment commitments.

Before presenting the summary reserves and results from the Forecast model, however, it may help to
understand the District’s budgetary fund structure and how the District combines some funds (and
ignores others) for financial planning purposes. The District’s budget and accounting systems are
structured around the following funds (fund titles italicized):

e On a day-to-day basis, all administration, operations, and maintenance activities are accounted
for in the General Fund.

e Construction and capital improvement activities are accounted for in the Capital Improvement
Fund.

e The Capital Reserve Fund is used to hold resources available for current and future capital
investments for the District.

e Historically, the Revenue Bond Debt Service Fund accounted for the District’s debt service
obligations.

e The District is a member of, and provides management services for, the Willamette River Water
Coalition (WRW(C), and accounts for these activities in a separate fund.

e The Customer Emergency Assistance (CEA) Fund accounts for the resources and requirements
used to provide limited emergency assistance to qualified District customers.

e Introduced in a supplemental budget for 2017-2019 Biennial Budget is the Willamette Intake
Facilities Fund, which accounts for the activities of the WIF Commission; an intergovernmental
agreement among TVWD and six neighboring cities.

e New in the 2019-2021 Biennial Budget is the Willamette Water Supply System Fund, which
accounts for the activities of the WWSS Commission; an intergovernmental agreement among
TVWD and the cities of Hillsboro and Beaverton.

Each of these funds is described below.

7.1 Description of District Funds

GENERAL FUND (FUND 01). All six of the District’s operating departments and District staff are accounted
for in the General Fund. Additionally, the Purchased Water budget is in the General Fund as a non-
departmental expenditure. Purchased Water represents the District’s single largest Materials and
Services (M&S) expenditure.

CAPITAL IMPROVEMENT FUND (FUND 11). The Capital Improvement Fund does not maintain a fund
balance. All reserves for capital investments are held in the Capital Reserve Fund and transferred to the
Capital Improvement Fund as needed. The sole resource for the Capital Improvement Fund is to receive
transfers from the Capital Reserve Fund and account for capital expenditures.

CAPITAL RESERVE FUND (FUND 18). The Capital Reserve Fund is used to hold resources available for
current and future capital investments for the District. The use of the Capital Reserve Fund allows the
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flow of funds for current and future uses to be managed in a transparent manner consistent with
budgeting best practices. In anticipation of the significant costs associated with WWSP, the District has
increased its reserves deliberately. These reserves are easily monitored in a single fund.

DEBT PROCEEDS FUND (FUND 22). The Debt Proceeds Fund is used to hold resources from debt issuances
that are available to fund capital expenditures of the District. The use of the Debt Proceeds Fund allows
the flow of funds for current and future uses to be managed in a transparent manner consistent with
budgeting best practices.

REVENUE BOND DEBT SERVICE FUND (FUND 31). The Revenue Bond Debt Service Fund accounts for the
District’s obligations for principal and interest payments on its outstanding revenue bonds. The District
fully redeemed its last outstanding revenue bonds in June of 2015, however, the fund is maintained for
future use.

WILLAMETTE RIVER WATER COALITION (FUND 41). This partnership fund is used to account for the
Willamette River Water Coalition (WRWC), a coalition of four local governments of which the District is a
member. The organization’s purpose is to preserve access to the Willamette River as a municipal and
industrial water source. The budget is set by the WRWC governing body and administered by the
District. Resources for the WRWC Fund come from member agency dues based on a formula agreed to
in an intergovernmental agreement.

CUSTOMER EMERGENCY ASSISTANCE FUND (FUND 43). The purpose of the Customer Emergency
Assistance (CEA) Fund is to account for the resources and requirements used to provide limited
emergency assistance to qualified District customers. The resources for the CEA Fund are transferred in
from the General Fund and come from voluntary contributions from customers, District staff, and the
Board. A third-party administrator reviews and qualifies requests from customers facing temporary
financial hardships. Any unspent funds remaining at the end of each budgetary period remain in the CEA
Fund to meet future customer assistance needs.

WILLAMETTE INTAKE FACILITIES (FUND 44). The WIF Fund accounts for the activities of the WIF
Commission; an intergovernmental agreement whose members include the cities of Beaverton,
Hillsboro, Sherwood, Tigard, Wilsonville, and TVWD. The WIF owns, operates, and maintains the intake
facilities at the Willamette River Water Treatment Plant in Wilsonville for the benefit of its members. As
the Managing Agency, TVWD incorporates the budget adopted by the WIF Board of Commissioners into
the District’s biennial budget. Resources for the fund include member dues and contributions for capital
outlay. The WIF is audited separately and the fund is not included as part of TVWD’s audited financial
statements.

WILLAMETTE WATER SUPPLY SYSTEM (FUND 45). The WWSS Fund accounts for the activities of the
WWSS Commission; an intergovernmental agreement among the cities of Beaverton, Hillsboro, and
TVWD. The WWSS Commission was established to design and construct the Willamette Water Supply
System by 2026, and will own, operate, and maintain the assets that make up the system for the benefit
of the partners. As the Managing Agency, TVWD incorporates the budget adopted by the WWSS Board
of Commissioners into the District’s biennial budget. Resources for the fund include member dues and
contributions for capital outlay. The WWSS is audited separately and the fund is not included as part of
TVWD’s audited financial statements.
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7.2 Projected Reserve Balances

The Forecast is a cash flow model designed for financial planning around the District’s future cash
requirements. As such, the District uses it to forecast reserves rather than funds. In doing so, some of
the Funds described in Section 7.1 above are either combined into a cash reserve, while most are
excluded from the Forecast altogether.

For example, some of the Funds listed above were established only for managing partnerships. Funds
41, 44, and 45 exist to account for the activities of various partnerships, where the costs and partner
contributions are tracked for budgeting, accounting, and reporting purposes.

In contrast, the Forecast is only concerned with the District’s revenue requirements and how those
requirements will be met with available cash (including liquid investments) and future debt. Therefore,
partner costs shares are not included, and the District’s costs are tracked as uses of cash reserves and
debt proceeds (from debt issued to the District only). For this reason, it is unnecessary to forecast the
District’s Funds. Rather, the following Reserves are tracked for financial planning purposes:

e Cash & Investments
0 Includes the estimated combined balance of the General Fund (Fund 01) and Capital
Reserves Fund (Fund 18).
0 Sources of Funds include all Rate Revenue and Other Revenue described in Section 6.3.
0 Uses of Funds include:
=  All O&M Costs and Purchased Water described in Section 6.4.
=  Capital Outlays from O&M Budget which is mentioned under Capital
Expenditures (Capital Outlay) in Section 6.4.
= Transfers to other Reserves for capital expenditures and debt service.

e Bond Proceeds Reserve
0 Sources of Funds are future revenue bond issuances, as outlined in Section 5 — Capital
Financing Plan.
0 Uses of Funds include splitting each revenue bond issuance into:
= |ssuance costs,
= Debt reserve requirement, and
=  Proceeds for capital expenditures.
0 The Forecast assumes that 100% of each revenue bond issuance will be spent or
transferred to another Reserve for one of these purposes in the year it is issued.
Therefore, this Reserve does not carry a balance.

e Revenue Bond Debt Service Reserve
0 Sources of Funds include transfers for debt service and bond reserve requirements.
0 Interest earnings on reserve balances also accumulate in this Reserve.
0 Revenue bond debt service is the only Use of Funds from this Reserve.

e Reimbursement Fee SDC Account
0 The reimbursement fee portion of SDC receipts is tracked as the Source of Funds in this
Reserve.
0 Ineach Forecast year, all SDC receipts are used to fund a portion of capital expenditures.
0 This Reserve carries no balance.
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e Improvement Fee SDC Account

(0]

0}
(0}

The improvement fee portion of SDC receipts is tracked as the Source of Funds in this
Reserve.

In each Forecast year, all SDC receipts are used to fund a portion of capital expenditures.
This Reserve carries no balance.

o WIFIA Reserve

(0]

Sources of Funds include:

=  WIFIA proceeds, as outlined in Section 5 — Capital Financing Plan, and

= Transfers for WIFIA loan repayments.
Uses of Funds include:

= |ssuance costs,

=  Proceeds for capital expenditures, and

=  WIFIA loan repayments.
The Forecast assumes that 100% of each WIFIA draw will be spent in the year it is issued
and future WIFIA loan repayments will be transferred in annually from Cash &
Investments. Therefore, this Reserve does not carry a balance.

Figure 7-1 presents the District’s projected cash reserve balances over the 10-year presentation period.

Figure 7-1: Projected Year-End Cash Balances by Fiscal Year
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As shown in Figure 7-2 and Figure 7-3 on the next page, the District is projecting that its Cash &
Investments Reserves and Debt Service Reserve will meet their balance targets (250 days of O&M and
MADS, respectively) throughout the presentation period.
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Figure 7-2: Cash and Investments Year-end Balances and Annual Targets by Fiscal Year

$100
$80
@ $60
Q
= $40 11876 L
= © $53
520 T {s3al(s35 [ s35[ 340 (%40 " %41 $39 »49
SO T T T T T T T T T
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
—Cash & Investments —o—Min. Cash & Investments (250 Days of O&M expenses)
Figure 7-3: Debt Service Reserve Balance Requirements by Fiscal Year
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7.3 Conclusion

As stated in Section 1.3, many assumptions were employed in the financial planning analysis underlying
this document. For this reason, the projected results presented are not concrete in nature and should be
considered as planning estimates.

In the future, the actual rate adjustments required to fund the District’s revenue requirements may vary
from the estimates presented in Section 6, and the resulting reserve balances will vary from the
projections shown above. As time passes and projections become reality, future capital requirements,
O&M costs, customer demands, and other assumptions will influence the accuracy of these estimates.
Therefore, the District will continue to take great care to mitigate risk by following prudent management
practices, including reviewing rates and revenues annually (at a minimum) to see if additional
adjustments are necessary.
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Appendices

The following subsections contain supporting documents and other related materials including:

A — Financial Management Policies

B — Capital Improvement Plan

C — Ordinance 01-19 — Authorizing the Issuance of Debt
D — Draft Master Revenue Bond Declaration

E — Forecast Model Summary Results

F — Map — Tualatin Valley Water District (Washington County, Oregon)
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A. Financial Management Policies

- TT—

FINANCIAL MANAGEMENT
POLICIES

Tualatin Valley Water District

Overview

March 20, 2019
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and helps the District navigate challenges. Long-term financial planning works best as part of an
overall strategic plan.

Financial forecasting is the process of projecting revenues and expenditures over a long period,
using assumptions about economic conditions, future spending scenarios, and other important
variables. Long-term financial planning is the process of aligning financial capacity with long-
term service objectives. Financial planning uses forecasts to provide insight into future financial
capacity so that strategies can be developed to achieve long-term sustainability considering the
District’s service objectives and financial challenges.

2.2 GOALS

The District’s long-term financial planning process is intended to stimulate discussion and create
a long-range perspective for the Board and other decision makers. The Financial Plan assists in
avoiding financial challenges; stimulating long-term and strategic thinking; creating a consensus
on long-term financial direction; and communicating with internal and external stakeholders.

This Policy sets forth the guidelines for the development and maintenance of the District's
Financial Plan. The Policy establishes parameters which recognize the District’s specific financial
situation and long-term goals. Specifically, the Policy is intended to assist the District in the

following:

1. Setting water rates over the long term, thereby avoiding unnecessary and/or
unexpected large increases in rates and customer bills.

2. Providing the Board, customers, and the debt market insight into the District’s long-
term financial needs.

3. Promoting sound financial management through long-range planning.

4, Contributing to the preservation or enhancement of the District’s credit rating(s).

5. Informing the biennial operating and capital budget development process by

identifying current budgetary needs and considering the phasing of changes to
service levels, particularly capital improvement projects.

2.3 REQUIREMENTS

2.3.1 Biennial Preparation of Financial Plan

At least biennially, the CFO shall work with the District’s Chief Executive Officer (CEQ), Chief
Engineer, and other managers to update the District’s Financial Plan that forecasts the District's
financial needs and financial results for no fewer than 10 years. Once prepared, the CFO shall
present the proposed Financial Plan to the Board for its consideration and approval. Once
approved, the CFO shall update Appendix A of this document to reflect the financial planning
assumptions contained in the Board-approved Financial Plan.
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3.3 RESPONSIBILITIES

The Board shall appoint the District’s Budget Officer by resolution. The Budget Officer is
responsible for the preparation of the District’s budget in compliance with Oregon local budget
law.

3.4 REQUIREMENTS

3.4.1 Biennial Budget Process

The District shall adopt a biennial budget (Budget) consistent with Oregon law. The Budget
provides a short-term financial expenditure plan and promote efficiencies. The Budget shall be
prepared and adopted in accordance with State legal requirements and conform to standards
consistent with nationally recognized practices.

3.4.2 Citizens Budget Committee

Oregon law requires the District to have a citizens’ budget committee (Budget Committee). The
Budget Committee consists of 10 members: Five citizen members appointed by the Board of
Commissioners, and the five commissioners.

The citizen members of the Budget Committee shall be appointed for a term of 4 years. The
appointments will be offset by two years so that at most three committee positions will have
their terms end at once.

As required by Oregon law, the citizen members of the Budget Committee must be electors of
the District. Should a citizen member of the Budget Committee resign, or otherwise become
ineligible to serve as a citizen member, the Budget Officer shall notify the Board President of
such vacancy. The Board may direct the Budget Officer, the CEO, or the CFO to undertake an
effort to fill the vacant position. Vacancies in citizen member positions of the Budget Committee
shall be filled by vote of the Board.

Citizen members of the Budget Committee whose term is expiring may elect to reapply to the
Budget Committee. The Budget Officer shall advise the Board President of such elections and
the Board shall direct the Budget Officer, the CEO, or the CFO to undertake an effort to find
candidates for expiring positions. Consistent with Oregon law, the appointment of the citizen
members of the Budget Committee is by official action of the Board.

3.4.3 Balanced Budget
The Budget proposed by the Budget Officer to the Budget Committee must present a balance of

resources and requirements as required by Oregon law.

3.4.4 Basis of Budgeting

The District prepares its budget on a modified accrual basis. For budget purposes, the District
recognizes revenues when they are both measurable and available. Measurable means the
amount of the transaction can be determined and revenues are considered available when they
are collected within the current period or expected to be collected soon enough thereafter to be
used to pay liabilities of the current period. Expenses are recognized when the liability is
incurred. An exception to this rule on recognizing expenses is debt service. The payment of debt
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4.2 GOALS

The District recovers its costs from water sales and other fees and charges assessed on
customers. Setting rates, fees, and charges includes a combination of technical analysis and
policy implementation. The goal of this Policy is to provide the District’s management guidance
in setting rates, fees, and charges consistent with the Board’s Policy direction.

4.3 REQUIREMENTS

4.3,1 Cost-of-Service Framework

The District’s water rates, fees, and charges should reflect the costs of providing the various
services to the District’s customers, following generally accepted ratemaking methodologies.
The cost of service should include operating and capacity costs and send appropriate price

signals to customers to encourage the wise use of water.

4.3.2 Water Rates

Water rates should be adjusted annually, with those annual adjustments adopted on a biennial

or annual basis depending on financial planning needs (e.g. projected revenue requirements) or
specific direction from the Board. The proposed water rate increases will be consistent with the
Board-approved Financial Plan discussed in Section 2.3.1 above.

To the extent possible, the District should use the financial planning process to anticipate
increases in costs for future years to avoid sudden and/or unexpected rate increases. The
District should use the Financial Plan described in Section 2 above to inform its rate-setting
process.

Consistent with Oregon law, the District will set its rates by resolution or ordinance after
conducting a public hearing, if required.

4.3.3 System Development Charges

System development charges (SDCs) are intended to implement the cost-of-service framework
for new and existing customers. SDCs are one-time charges made to new connections to the
District’'s water system to recover growth-related costs. Revenue from SDCs will not fund
operations and will only be spent consistent with Oregon law.

SDCs may be updated consistent with Oregon law. SDCs will generally be updated each year
during the Board’s regular meeting in February with an effective date of March 1*. Unless
increased pursuant to a formal SDC study, the District may increase the SDC as allowed under
Oregon law based on changes to the Engineering News Record Construction Cost Index for
Seattle (ENR CCI) as published for the December prior to the SDC adoption. If SDCs are adopted
to have an effective date other than March 1, the ENR CCl for another more appropriate month
may be used.

4.3.4 Services Provided to Other Utilities

When in the interest of the District’s customers, the District may provide services, including the
provision of wholesale water, utility billing, meter reading or other water-related services, to
other utilities, including joint ventures. In such cases, the rates and fees charged to the other
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utilities should, at a minimum, recover the estimated cost of providing those services. The
provision of services to other utilities will require Board approval, normally through approving
the signing of an intergovernmental agreement.

4.3.5 Miscellaneous Fees and Charges

The District assesses many fees and charges for miscellaneous services to customers and meter
and service installations. In addition, the District may assess fees for development plan review
and inspection, fire hydrant use permits, and penalty fees for non-payment of utility bills and
unauthorized use of water or firelines. These charges should be reviewed at least biennially to
reflect the cost of providing the services. When the costs of service have changed a material
amount, the CFO shall propose changes to the miscellaneous fees and charges to the Board for
its consideration. Fees and charges shall be set by the Board by resolution or ordinance.

4.3.6 Forgiveness of Fees and Charges

The CEO or designee may waive all or a portion of Other Service Charges & Penalties, as adopted
by the Board, if the CEO or designee determines that it is in the equitable and best interest of
the District considering the particular circumstances involved in each case.

5 MINIMUM FUND BALANCES AND RESERVES

5.1 PURPOSE

Maintaining fund balances is an important function for the District to operate efficiently over
the long run. This policy guides the development of minimum cash balances that directly affect
the District’s Financial Plan (See Section 2 above), rates and charges (see Section 4 above), and
budget (see Section 3 above). The accumulation or use of fund balances and reserves is one
mechanism that financial decision in one year can affect future years. This policy provides
guidance on making those decisions.

5.2 GOALS

The decision to retain financial resources in fund balance or reserves directly affects:

1. Financial risks to the District from unexpected disruptions to revenue or unexpected
expenditures.

2. Water rates required in the current and future years.
3. The District’s credit rating(s).
4. Other financial related matters.

Because of the nature of these effects, these Policies provide management guidance from the
District’'s Board in developing the various plans proposed to the Board.
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6.3.2 Federal, State, or Other Loan Programs

To the extent it benefits the District, the District may participate in federal, state, or other loan
programs. The CFO shall evaluate the requirements of these programs to determine if the
District is well served by employing them.

For purposes of this Policy, the District shall treat and report these obligations in a manner
consistent with other similar debt instruments. To the extent required by the loans or other
outstanding debt agreements, the District shall include the financial requirements of these
obligations when determining additional bonds test, coverage requirements, etc.

6.3.3 Debt Refinancing

Refunding obligations may be issued to retire all or a portion of an outstanding debt issue.
Economic refundings may refinance high-coupon debt atlower interest rates to effectuate debt
service savings. Alternatively, the District may conduct a refunding for reasons other than cost
savings, such as to restructure debt service payments, to change the type of debt instruments,
to release restricted revenues, to ease administrative requirements, or to remove undesirable
covenants.

The District will target current refundings (refundings within 90 days of the call date) that
produce net present value savings of at least 3% of the refunded par amount of each maturity
being refunded. Refundings producing less than 3% net present value savings for each maturity
being refunded will be considered for other purposes, such as to restructure debt service
payments, to change the type of debt instruments, to release restricted revenues, to ease
administrative requirements, or to remove undesirable covenants.

The District will target advance refundings (refundings that occur more than 90 days prior to the
call date of the refunded bonds) that produce net present value savings (including cash
contributions and foregone interest earnings) of at least 5% of the refunded par amount of each
maturity being refunded, and achieve at least 50% escrow efficiency (where escrow efficiency is
defined such that negative arbitrage does not exceed 50% of net present value savings).
Refundings producing less than 5% net present value savings for each maturity being refunded
may be considered for other purposes, such as to restructure debt service payments, to change
the type of debt instruments, to release restricted revenues, to ease administrative
requirements, or to remove undesirable covenants. (As of January 2018, advance refundings
may no longer be issued on a tax-exempt basis.)

The District may also consider alternatives to current and advance refundings (e.g., delayed-
delivery refundings) in consultation with its Municipal Advisor and bond counsel. In evaluating
such alternatives, the CFO will consider the proposed structure, and establish a required
threshold of interest rate savings.

The CFO will monitor refunding opportunities for all outstanding debt obligations on a periodic
basis applying established criteria in determining when to issue refunding debt and bring forth
the recommended opportunities with appropriate Board actions and related documentation.
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6.3.4 Debt Structure Considerations

6.3.4.1 Maturity of Debt

The final maturity of the debt shall not exceed, and preferably be less than, the remaining useful
life of the assets being financed, and to comply with Federal tax regulations, the average life of a
financing shall not exceed 120% of the average life of the assets being financed.

6.3.4.2 Debt Service Structure

Debt service payments for any new money debt issue will generally be structured to create
approximately level debt service payments over the life of the debt. Exceptions are permitted
for refunding debt that will have varying principal repayments structured to fill in the gaps
created by refunding specific principal maturities. The CFO may also structure the amortization
of principal to wrap around existing obligations or to achieve other financial planning goals.
Deferring the repayment of principal should be avoided except in select instances where it will
take time before project revenues are sufficient to pay debt service.

6.3.4.3 Lien Structure
Senior and subordinate liens may be used to maximize the most critical constraint, either cost or
capacity, thus allowing for the most beneficial leverage of revenues.

6.3.4.4 Capitalized Interest

The District may elect to fund capitalized interest in connection with the construction of certain
projects, if revenue from such projects is not initially available to pay debt service on related
debt. Additionally, the District may consider funding capitalized interest if such a strategy will
minimize the financial impact to of such borrowing on District ratepayers.

6.3.4.5 Reserve Funds
A reserve fund for a debt issuance may be required for credit rating or marketing reasons. If
required, such reserve fund can be funded with:

1. The proceeds of a debt issue,
2. The reserves of the District, or
3. A surety policy.

A cash reserve fund will be invested pursuant to the investment restrictions associated with the
respective financing documents and the District’s separate investment policy. For each debt
issue, the CFO will evaluate whether a reserve fund is required for credit rating or marketing
purposes and the benefits of funding or maintaining the reserve requirement with cash or a
surety policy, in addition to determining the benefits of borrowing the necessary funds or using
cash reserves.

6.3.4.6 Redemption Provisions

In general, the District will have the right to optionally redeem debt at par no later than 10 1/2
years after issuance. Redemption provisions will be established on a case-by-case basis, taking
into consideration market conditions and the results of a call option analysis prior to the time of
sale. Because the issuance of non-callable debt may restrict future financial flexibility, cost will
not be the sole determinant in the decision to issue non-callable debt.
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communication shall be made only as permitted under applicable federal securities laws, in
consultation with the District’s bond counsel.

6.3.9 Tax and Arbitrage Rebate Compliance

The District will comply with all financing covenants to maintain the validity of the issuance of
debt, including, but not limited to tax-exemption, Arbitrage Rebate compliance, insurance
provisions, reporting and monitoring requirements. Any instance of noncompliance will be
reported to the Board.

6.3.9.1 Post Issuance Tax Compliance

6.3.9.1.1 External Advisors and Documentation

The District shall consult with bond counsel and other legal counsel and advisors, as needed,
throughout the debt issuance process to identify requirements and to establish procedures
necessary or appropriate so that the bonds or other obligations will continue to qualify for tax-
exempt status, if applicable. Those requirements and procedures shall be documented in the tax
certificate and agreement (“Tax Certificate”) and/or other documents finalized at or before
issuance of the bonds. Those requirements and procedures shall include future compliance with
applicable arbitrage rebate requirements and certain other applicable post-issuance
requirements of federal tax law throughout (and, in some cases, beyond) the term of the bonds.
This shall include, without limitation, consultation in connection with any potential changesin
use of bond-financed or refinanced assets.

The District may engage expert advisors (each a “Rebate Service Provider”) to assistin the
calculation of arbitrage rebate payable in respect of the investment of bond proceeds, unless
the Tax Certificate documents that arbitrage rebate will not be applicable to an issue of bonds.
Unless otherwise provided by the transaction documentation relating to the bonds, unexpended
bond proceeds shall be segregated from other funds of the District, and the investment of bond
proceeds shall be managed by the District. The District shall prepare (or cause to be prepared)
regular, periodic statements regarding the investments and transactions involving bond
proceeds.

6.3.9.1.2 Arbitrage Rebate and Yield
Unless the Tax Certificate documents that arbitrage rebate will not be applicable to an issue of
bonds, the CFO, or persons reporting to the CFO, shall be responsible for:

1. Either (1) engaging the services of a Rebate Service Provider and, prior to each rebate
calculation date, causing the trustee or other financial institution to deliver periodic
statements concerning the investment of bond proceeds to the Rebate Service Provider,
or (2) undertaking rebate calculations themselves and retaining and obtaining periodic
statements concerning the investment of bond proceeds;

2. Providing to the Rebate Service Provider additional documents and information
reasonably requested;

3. Monitoring efforts of the Rebate Service Provider;
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Assuring payment of required rebate amounts, if any, no later than 60 days after each
five-year anniversary of the issue date of the bonds, and no later than 60 days after the
last bond of each issue is redeemed;

During the construction period of each capital project financed in whole or in part by
bonds, monitoring the investment and expenditure of bond proceeds and consulting
with the Rebate Service Provider to determine compliance with any exceptions from the
arbitrage rebate requirements during each 6-month spending period up to 6 months, 18
months, or two years, as applicable, following the issue date of the bonds; and

Retaining copies of all arbitrage reports, investment records, and trustee statements.

6.3.9.1.3 Use of Bond Proceeds and Bond-Financed or Refinanced Assets
The CFO, or persons under the supervision of the CFO, shall be responsible for:

Monitoring the use of bond proceeds (including investment earnings and
reimbursement of expenditures made before bond issuance) and the use of the
financed asset throughout the term of the bonds to ensure compliance with covenants
and restrictions set forth in the Tax Certificate relating to the bonds;

Maintaining records identifying the assets or portion of assets that are financed or
refinanced with proceeds of each issue of bonds (including investment earnings and
reimbursement of expenditures made before bond issuance}), including a final allocation
of the bond proceeds documented on or before the later of 18 months after an
expenditure is paid or the related project is placed in service, and in any event before
the fifth anniversary of the bond issuance;

consulting with bond counsel, other legal counsel, and other advisors in the review of
any change in use or transfer of bond-financed or refinanced assets to ensure
compliance with all covenants and restrictions set forth in the Tax Certificate relating to
the bonds;

To the extent the District discovers that any applicable tax restrictions regarding use of
bond proceeds and bond-financed or refinanced assets will or may be violated,
consulting promptly with bond counsel, other legal counsel, and other advisors to
determine a course of action to preserve the tax-exempt status of the bonds (if
applicable).

6.3.10 Disclosure Documents

The District is required to provide disclosure, generally in the form of an official statement,
relating to each public offering of debt. The District is responsible for providing complete and
accurate information to be included in the official statement and is responsible for the overall
content of the document, although it may rely on an external party (e.g., bond counsel or
disclosure counsel) to assist in the creation of the document.
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5. Demonstrated willingness to put capital at risk;
6. Experience and reputation of assigned personnel;
7. Past performance and references; and
8. Fees and expenses.

If an underwriting pool is established, the CFO will regularly monitor the performance of the
members of the underwriting pool and recommend changes as appropriate.

6.3.12 Reporting Requirements
The CFO will report to the Board on a quarterly basis the following information:

1. A summary of outstanding debt obligations to include the series name, original
amount of issuance, outstanding principal amount, issue date, maturity dates,
interest rates, and annual debt service;

2. The amount of the net variable rate obligation and percentage as compared to
outstanding debt, if applicable;

3. Other considerations if applicable, including (but not limited to): refunding
opportunities, performance of variable rate obligations, and/or proposed new debt
issuances.

7 ACCOUNTING STANDARDS AND FINANCIAL REPORTING

7.1 PURPOSE

This Policy provides guidance to management on the accounting standards to be used by the
District and the expectations for financial reporting.

7.2 GOALS

Providing accurate, transparent, and reliable accounting of the District’s financial performance is
important to the public, investors, and other District stakeholders. Furthermore, the timely
disclosure of the District’s financial performance helps those stakeholders better assess the
District’s financial condition. These policies will provide management guidance it needs to
produce and disseminate timely financial statements that meet those needs.

7.3 REQUIREMENTS

7.3.1 Basis of Accounting
The District’s financial statements are maintained on the flow of economic resources

measurement focus using the accrual basis of accounting and accounting principles applicable to
governmental enterprise funds. Under the accrual basis of accounting, revenues are recognized
when earned and expenses are recognized when liabilities are incurred.
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The District shall prepare its financial statements using the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America
(generally accepted accounting principles or “GAAP”) issued by the Governmental Accounting
Standards Board (GASB) applicable to governmental entities that use proprietary fund
accounting.

7.3.2 Reporting Entity
GAAP require that the reporting entity include: (1) the primary government, (2) organizations

for which the primary government s financially accountable, and (3) other organizations for
which the nature and significance of their relationship with the primary governmentare such
that exclusion would cause the reporting entity’s financial statements to be misleading or
incomplete.

The District is governed by its Board of Commissioners whose members are elected directly by
the citizens residing within the District. As such, the District is, by definition, a primary
government.

7.3.3 Capitalization Standards

The District capitalizes expenditures on assets that have a useful life exceeding one year and an
original cost of $7,500 or more. To be capitalized, an expenditure must meet the other capital-
asset requirements under GAAP.

7.3.4 Depreciable Lives and Depreciation Rates

The District shall determine depreciation rates for classes of assets and, when appropriate,
individual assets, based on the expected useful lives of the assets considering local conditions
within the District. Estimates of the depreciable lives shall be based on engineering assumptions
for the District and operational experience. Unless otherwise more appropriate, the
depreciation rates shall be calculated to recover the original costs using a straight-line basis over
the depreciable life of an asset.

7.3.5 Accounting for Joint Ventures

The District participates in various joint ventures with neighboring water providers. In some
cases, the District acts as the managing agency for joint ventures. When acting as the managing
agency and authorized by the intergovernmental agreement (IGA) that forms the joint venture,
the District will prepare separate financial statements for the joint venture. When appointed as
the managing agency and required by the IGA that forms the joint venture, the District’'s Board
and Budget Committee will also serve as the local budget law authority for the joint venture. In
those cases, the Board will adopt budgets consistent with the requirements of the joint
venture(s) to enable the District to fulfill its duties and the managing agency.

7.3.6 Valuation of Inventory
Inventory of materials and supplies is stated at cost using average cost and is charged against
operations as used.
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7.3.7 |Indirect Cost Allocation Plan

The CFO will cause the District to maintain an indirect cost allocation plan suitable for allocating
overhead costs to the various joint ventures and contracts the District manages and the capital
projects it undertakes. The CFO may engage the services of professional consultants from time-
to-time to review and update the indirect cost allocation plan.

7.3.8 Financial Reports

7.3.8.1 Monthly Financial Reports

The CFO shall provide the Board with unaudited reports on the District’s financial performance
each month. These reports shall be available to the Board within 30 days of the close of the
month. Subsequent adjustments to prior months financial reports are expected to account for
routine month-end and year-end closing activities.

7.3.8.2 Comprehensive Annual Financial Report

Although not required by law, the District embraces the recommendation of the Government
Finance Officers Association recommendation to issue its financial reports in the form of a
Comprehensive Annual Financial Report (CAFR) within 180 days of the close of the fiscal year.

8 INTERNAL CONTROLS

8.1 PURPOSE

Internal controls are those management means used to mitigate the risk that the District’s
economic resources are not properly used. Internal controls focus on operational effectiveness
and efficiency, fraud preventions, reliable financial reporting, and compliance with laws,
regulations, and policies. Policies on internal controls are important to managing the District’s
risks.

8.2 GOALS

The goals of these Policies are to:
1. Manage the risk that financial transactions bring to the District.
2. Establish the legal authority of the procurement function within the District.
3. Simplify, clarify, and reflect the District’s approach to maintaining internal controls.
4. Enable uniform internal controls throughout the District.

5. Build public confidence in the District’s stewardship of its economic resources and
management of its risks.

6. Safeguard the integrity of the District’s procurement and accounting systems and
protect against corruption, fraud, waste, and abuse.
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8.3 REQUIREMENTS

8.3.1 Purchasing Goods and Services for the District
The District purchases various goods and services from many vendors with differing business
models. The District’s internal controls are intended to govern those procurement matters

subject to the District’s Local Contract Review Board Rules. The procurement rules and the
internal controls that assess compliance with those rules are intended to:

1. Provide for the fair and equitable treatment of everyone who deals with procurement.

2. Increase efficiency, economy, and flexibility in the District’s internal controls activities
and maximize the District’s purchasing power.

3. Foster effective broad-based competition from the District’s suppliers.

There are three requirements to procure goods or services for the District. These requirements
are:

1. Compliance with formal procurement rules. To achieve compliance with state law and
the Local Contract Review Board Rules, all purchases must follow District procurement
rules.

2. Proper authorization for the purchase. The District has established dollar limits that
provide varying levels of authorization for employees to purchase on behalf of the
District. This Policy formalizes the requirements for receiving and/or confirming the
authorization for purchase.

3. Approval requirements for payments. These policies set forth the approval
requirements.

The CFO shall maintain and publish guidelines and rules to facilitate the above-listed objectives.

8.3.1.1 Purchasing Limits

8.3.1.1.1 Authorization for Purchases

In consultation with the CEQ, the CFO shall periodically establish and publish purchasing limits
for employees within the District. The purchasing limits will include the limits for purchases by
contract, purchasing card, petty cash, and all other payment methods.

8.3.1.1.2 Approval of Purchases

All purchases are to be approved by the supervisor or manager of the purchaser, including petty
cash reimbursements, unless the purchase is being charged to the budget of another
department. In that case, the supervisor or department manager that is responsible for the
budget shall approve the request.

Supervisors and managers have approval authority to the limits as published by the CFO. If the
supervisor is unavailable, another supervisor in the department can approve. If the department
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manager or another supervisor within the department is unavailable, another department
manager can approve the purchase request. Any transaction exceeding the approval authority
of the department manager must be approved by the CEQO or by the manager acting in capacity
(AIC) for the CEO. The CFO will serve as the approval authority for all purchases of the CEO.

Master service agreements, task-order agreements, indefinite delivery/indefinite quantity
agreements, and other similar agreements that do not have a specific dollar amount must be
approved by the CEO. Approval authority for task orders issued based on these agreements are
established by the purchasing limits published by the CFO.

8.3.1.2 Purchase Orders
Purchase orders are required for all purchases more than 51,000 unless otherwise authorized in
advance by the CFO or CEO.

8.3.1.3 Splitting of Purchases

Purchases may not be split into multiple transactions to avoid the application of these Policies.
Splitting a purchase is the act of creating two purchases that have one purpose with the intent
of avoiding requirements of these Policies and the associated management controls.
Intentionally splitting a purchase to defeat the internal controls can be gross misconduct and
subject the offender to sanctions up to, and including, termination for dishonesty.

8.3.2 Obligations (Contracts, Leases, Etc.)

The District is required to track its contracts, leases, and other obligations as part of its financial
reporting requirements. The CFO shall develop and maintain a process of recording these
obligations with sufficient detail to report the District’s obligations.

9 BUSINESS CASE EVALUATIONS

9.1 PURPOSE

The District strives to reduce costs and improve service quality. A proper evaluation of how to
commit the District’s resources in an alternative manner has the potential to both reduce costs
and improve service quality.

Often there are multiple options for delivering a service. The business case evaluation for
service delivery alternatives should be done thoroughly and objectively with the goal of acting
as a steward for the public financial resources.

A business case evaluation captures the rationale for undertaking a specific project or task. It
should be presented in a well-structured written document but may also be a short verbal
agreement or presentation. Business case evaluations are used to guide the expenditure of
resources, so that the expenditures are known or expected to support a commensurate business
need of the District.
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9.2 GOALS

The goal of these Policies is to promote efficient resource allocation through well-informed
decision-making by the District. These Policies shall provide guidance for conducting benefit-cost
and cost-effectiveness analyses. These Policies shall also provide specific guidance on the
discount rates to be used in evaluating alternative programs at the District whose benefits and
costs are distributed over time.

The economic resource available to the District are public resources that require prudent
management. The Policies on business case evaluations are intended to:

1. Protectthe District’s economic resources by forecasting the expected returns from the
District’s efforts and investments.

2. Provide a common framework for evaluating business decisions throughout the District
consistent with the District’s fundamental economic and financial circumstances.

9.3 REQUIREMENTS

9.3.1 Business Case Evaluation Guidelines

The CFO shall periodically publish guidelines for the conduct of business case evaluations at the
District. These guidelines shall provide a framework for the consistent evaluation of alternatives
throughout the District and require the use of appropriate financial and economic techniques.

9.3.2 Least-Cost Requirement

As part of its business case evaluation, the District shall evaluate alternatives to identify the
alternative that meets the service level at the least cost. In cases where the service level can
vary, the District shall consider both the costs and the benefits in its evaluation.

The guidelines published by the CFO described in Section 9.3.1 above may exclude certain fixed
costs of the District from the evaluation when including those fixed costs would resultin an
improper business decision based on the District’s least-cost requirement Policy.

9.3.3 Discount Rates

The CFO shall periodically publish appropriate Discount rates to be used in conducting business
case evaluations. The Discount rates shall reflect the CFO’s best estimate of the District’s cost of
capital for varying terms.

10 OTHER BOARD FINANCIAL GOALS AND OBJECTIVES

10.1 PURPOSE

The Board has adopted other financial goals and objectives that do not fall within one of the
categories listed above. The Policies related to those goals and objectives are included in this
section.
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ADDITIONAL BONDS TEST
The Financial Plan shall use an additional bonds test ratio of 1.3x by including SDCs in gross
revenues and 1.15x by excluding SDCs from gross revenues.
MINIMUM CASH BALANCES
The Financial Plan shall include 250 days of forecast operations and maintenance expense as the
minimum cash balances. The minimum is in addition to any balances in a debt service reserve
account.
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE: Miller Hill ASR
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KEY DRIVERS FOR CIP PROJECT
1. Project Urgency 0On-going project to make the ASR functional.
2 Growth/Future Demands The orig?nal design of the ASR was to account for additional growth and water demand in the Cooper
Mountain area.
3. Reliability The new facility is designed to meet seismic standards.

PROJECT DESCRIPTION
This project includes a new two million gallons-per-day (MGD) ASR facility located on Cooper Mountain to provide additional storage and supply to meet
peak summer demands. It is the second TVWD ASR facility, joining the Grabhorn ASR that has been in operation for 11 years. The project is expected to be

placed in service this biennium.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
X Water Rates: Yes |Operating costs will increase if this project is completed and
Project Category: Source Service Fess: No placed into service.
Project Manager: Pete Boone SDC Improvemt. Fee Elg.:
Work Performed By: Outside Contract 85%
Total Priority Score: 25 Partner Cost Percentage:
0%
BUDGET INFORMATION & PROJECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Proj Proj Proj d Proj (FY2020-25) | (FY2025-48)
- 336,270 103,500 - - - - - 103,500 -
CIP 2019-21 Proposed cip-3
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE: Water Quality Integration Projects

CORMELL

— . Tualatin Valley
Water District
Service Area

.
A 1 2
— s

KEY DRIVERS FOR CIP PROJECT

. This project is to address water guality considerations prior to the WWSS being tested and implemented as a
1. Water Quality
source of supply.
Projects associated with the WWSS allows / supports additional growth and offsets reduction in Portland
2. Growth/Future Demands
water.
3. Project Urgency This work is necessary to be done prior to 2026.

PROJECT DESCRIPTION

These projects will be done in collaboration with the water system integration study and recommendations proposed as part of the WWSS, A Water Quality
Integration firm has been hired as part of the WWSS and will be developing recommendations in collaboration with District personnel. Projects identified as
part of that study will be implemented under this line item. These projects could include removing existing piping and other activities to study the future
impact of changing water sources,

PROJECT INFORMATION FUNDING SOURCES FUTURE QPERATING COST IMPACT
Water Rates: Yes |No anticipated impact on District operating costs,
Project Category: Source
Service Fees: No
Project Manager: Joel Cary SDC Improvemt. Fee Elg.:
Work Performed By: QOutside Contract 61%
Partner Cost Percentage:
Total Priority Score: 28
0%
BUDGET INFORMATION & PROIECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) (FY2026-48)
- - - - 115,000 119,000 - 234,000 -
CIP 2019-21 Proposed CIP-4
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Tualatin Valley Water District
Reguested Capital Improvement Plan
2019-21
{Six-Year Projection)

ST-9 Grabhorn Reservoir Replacement - Tank 1 (5 MG)

PROIJECT TITLE:
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KEY DRIVERS FOR CIP PROJECT
. This project is on-going and nearing completion. The budget accounts for items associated with final
1. Project Urgency " .
completion of the project.
2. Asset Condition The existing reserveir was in disrepair and at the end of its useful life.
3. Reliability Improvements required to maintain reliable and seismically resilient facilities.

PROJECT DESCRIPTICN

This project involves the demoliticn of the existing 5 MG concrete reservoir, then design and construction of a 5 MG pre-stressed cencrete reserveir within

the foatprint of the existing reservoir. Onsite piping and valves will also be replaced.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
X Water Rates: Yes |No anticipated impact on District operating costs. This project
Project Category: Storage Service Fees: No |replaces existing infrastructure. Near-term operating costs are
) anticipated to be reduced.
Project Manager: Andrew Barrett SDC Improvemt. Fee Elg.:
Work Performed By: Qutside Contract 0%
e Partner Cost Percentage:
Total Priority Score: 30
0%
BUDGET INFORMATION & PROJECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) | {FY2026-48)
10,915,898 | 14,614,782 362,500 - - - - - 362,500 -
CIP 2019-21 Proposed QP-5
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Tualatin Valley Water District
Requested Capital Improvement Plan

2019-21

{Six-Year Projection)

PROJECT

TITLE:

ST-3 Goyak Reservoir Seismic Upgrades
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KEY DRIVERS FOR CIP PROJECT
. The existing facility is in need of roof maintenance and seismic improvements. The reservoir cannot be
1. Project Urgency . . .
completed until a second source of supply to the Caoper Mountain area is complete.
. The facility was constructed in 1974 and is in need of maintenance in order to keep the reservoir functioning
2. Asset Condition .
as intended.
3. Reliability This will bring the reservair into compliance with seismic standards.

PROJECT DESCRIPTION

performing these upgrades to reduce risk.

Structural upgrades are recommended for the Goyak Reservoir to improve seismic resilience at the facility. These upgrades were first recommended in the
Concrete Water Reservoir Seismic Rehabilitation Project (2002, CH2MHILL) with a construction cost of $340,000. In addition, the updated project includes
repairs to fix leaking in the reservoir floor, which was estimated at $20/square-foot. Farmington Road BPS and discharge main are necessary prior to

PROJECT INFORMATION

FUNDING SOURCES

FUTURE OPERATING COST IMPACT

Work Performed By:

Total Priority Score:

Outside Contract

27

. Water Rates: Yes |This project will reduce immediate maintenance costs, and will
Project Category: Storage Service Fees: No  |Pring the tank up to current seismic standards. On-going

- - maintenance is anticipated.
Project Manager: Ryan Smith SDC Improvemt. Fee Elg.:

0%

Partner Cost Percentage:

0%
BUDGET INFORMATION & PROJECTED COSTS
FY17-19 FY17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected (FY2020-25) | (FY2026-48)
- - - - 416,000 430,500 - - 846,500 -
CIP 2019-21 Proposed aP-6
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
{Six-Year Projection)

PROJECT TITLE: Florence Lane Reservoir Coatings & Cathodic Improvements

BRUGGER
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0 500 1,000
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KEY DRIVERS FOR CIP PROJECT

1. Project Urgency This maintenance project should be completed near-term.

The existing reservoir roof is corroding and in need of repair. This project is anticipated to extend the life of

2. Asset Condition
the asset.

This project is necessary to maintain reliable service. No seismic improvements are anticipated with this

3. Reliability project.

PROJECT DESCRIPTION
The reservoir coatings are in poor condition and are in need of replacement. In addition, gutters and downspouts will reduce algae growth that is common
on exterior tank walls, and will extend the life of the new coatings. This project involves sandblasting and recoating areas of coating failures. Containment is
required to reduce impact to surrounding properties.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
Water Rates: Yes No anticipated impact on District operating costs.
Project Category: Storage
Service Fees: No
Project Manager: Pete Boone SDC Improvemt. Fee Elg.:
Work Performed By: Outside Contract 0%
- Partner Cost Percentage:
Total Priority Score: 29
0%
BUDGET INFORMATION & PROJECTED COSTS
FY17-19 FY17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected (FY2020-25) | (FY2026-48)
- - - 696,500 - - - - 696,500 -
CIP 2019-21 Proposed apr-11
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE: Steel Reservoir Gutters and Downspouts

CORMELL

— . Tualatin Valley
Water District
Service Area

.
A 1 2
— s

KEY DRIVERS FOR CIP PROJECT

1. Project Urgency This maintenance project should be completed near-term.

The existing reservair roof experiences algae growth and issues associated with that growth, reducing the life

! Asset Condition ) . N - N
2 expectancy of coatings. This project is anticipated to extend the life of the asset.

3. Reliability This project is necessary te maintain reliable service.

PROJECT DESCRIPTION
This project would add gutters and downspouts to steel tanks. This will reduce the algae growth that is common on exterior tank walls which will extend the
life of the coatings.

PROJECT INFORMATION FUNDING SOURCES FUTURE QPERATING COST IMPACT
Water Rates: Yes |No anticipated impact on District operating costs,
Project Category: Storage
Service Fees: No
Project Manager: Pete Boone SDC Improvemt. Fee Elg.:
Work Performed By: Outside Contract 0%
Partner Cost Percentage:
Total Priority Score: 17
0%
BUDGET INFORMATION & PROIECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) (FY2026-48)
- - 20,700 21,400 - - - - 42,100 -
CIP 2019-21 Proposed CIP-12
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Tualatin Valley Water District
Reguested Capital Improvement Plan

2019-21
{Six-Year Projection)

PROIJECT TITLE:

BP-1 Cooper Mountain Booster Pump Station Expansion
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KEY DRIVERS FOR CIP PROJECT
This project will help offset fire flow deficiencies in the pressure zones served by the Cooper Mountain Pump
1 Safety & Securit Station. The 2015 Master Plan recommended a full replacement of the existing pump station. This project will
) Y ¥ improve the fire flow capacity in this area until funding is available for pump station replacement or
rehabilitation.
2. Customer Criticality The Cooper Mountain Pump Station serves a significant portion of the District.
3. Growth/Future Demands This project will provide additional capacity to accommodate growth and future demands.

PROIJECT DESCRIPTICN

for two years.

The Zone Supply Analysis determined that the existing Cooper Mountain Booster Pump Station (BPS) is deficient under firm and peak supply criteria. It is
recommended that the District construct a new pump station or expand the existing Cooper Mountain BPS to provide an additional 0.5 mgd of firm capacity
and 4 mgd of peak capacity for the 920 Operating Area. The District anticipates replacing 1 pump in order to delay the construction of a new pump station

PROJECT INFORMATION

FUNDING SOURCES

FUTURE OPERATING COST IMPACT

X ) Water Rates: Yes
Project Category: Pump Station -
Service Fees: No
Project Manager: TBD SDC Improvemt. Fee Elg.:

Work Performed By:

Contract & District Staff

100%

Partner Cost Percentage:

This new pump station would replace the existing Cooper

Maountain Pump Station resulting in a net no material impact
to operating costs. Power costs may decrease slightly due to
increased pumping efficiency.

Appendix B — Capital Improvement Plan

Total Pricrity Score: 25
0%
BUDGET INFOCRMATION & PROJECTED COSTS
FY 17-19 FY17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) | (FY2026-48)
- - - 332,500 2,765,000 - 3,097,500 -
CIP 2019-21 Proposed cIP-15
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
{Six-Year Projection)

PROJECT TITLE: Florence Lane Booster Pump Station Improvements

Project Site

;

BRUGGER

(1)

N

A o] 500

TAYLORS FERRY

Feet
KEY DRIVERS FOR CIP PROJECT
1. Project Urgency These improvements need to be done prior to 2026 in order to receive water from the WWSS,
2. Reliability The improvements will allow for reliable, seismically resilient supply.
3. Customer Criticality This project serves a large customer base.

PROJECT DESCRIPTION
This praject provides improvements to the existing pump station and is necessary to provide a resilient supply from the WWSS which enters the 426 zone, to
the 498 zone. Valving may be required to pump aut of the reservoirs to allow for turnover of the reservoirs, thus reducing water age in the reservoir.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
Water Rates: Yes No anticipated impact on District operating costs.
Project Category: Pump Station
Service Fees: No
Project Manager: Zach Lemberg SDC Improvemt. Fee Elg.:
Work Performed By: Contract & District Staff 0%
- Partner Cost Percentage:
Total Priority Score: 25
0%
BUDGET INFORMATION & PROJECTED COSTS
FY17-19 FY17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected (FY2020-25) | (FY2026-48)
- - - - - 344,500 2,860,000 - 3,204,500 -
CIP 2019-21 Proposed cp-18
TVWD Financial Plan Page 101 May 2019
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Tualatin Valley Water District
Requested Capital Improvement Plan

2019-21
(Six-Year Projection)

PROJECT TITLE:

P-4 Mains Replacement Program

CORMELL

= ol
e

RIGERT

MURRAY

Tualatin Valley
Water District
Service Area

KEY DRIVERS FOR CIP PROJECT

Replacement of aging infrastructure to provide new resilient pipelines capable of providing long-term,
1. Asset Condition P 't ot aging P pip P P g long:
reliable service.
2. Reliability Imprevements required ta maintain reliable and seismically resilient facilities.
3. Safety / Security Enhances safety by improving level of service for customers and providing safe, reliable drinking water.

PROJECT DESCRIPTION

This werk includes projects that are completed as part of the District's Mains Replacement Program. This program is a focused effort to identify, prioritize,
design and replace pipelines based cn asset management priorities and recommendations to replace existing failing infrastructure. These projects will be
water main replacements that are required due to corrosion, or other identified aging condition of the existing water mains. Improvements will result in
improved reliability and water quality as well as reduced lTakility associated with premature pipe failures and leaks.

PROJECT INFCRMATION

FUNDING SOURCES

FUTURE OPERATING COST IMPACT

. o Water Rates: Yes |There may be a slight reduction in operating costs due to
Project Category: Pipeline Service Fees: No reduced main breaks. New installations are designed for site
project M varl specific corrosion conditions resulting in langer expected

reject Manager: arieus SDClImprovemt. Fee Elg.: design life of pipeline and reduced leakage for system.
Work Performed By: Contract & District Staff 0%
Partner Cost Percentage:
Total Priority Score: 26
0%
BUDGET INFORMATION & PROIECTED COSTS

FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years

Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) (FY2026-48)

3,000,000 3,551,776 2,135,000 1,820,000 6,465,000 6,435,000 9,145,000 10,660,000 36,660,000 350,750,000

CIP 2019-21 Proposed CIP-21
TVWD Financial Plan Page 104 May 2019
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21

PROJECT DESCRIPTION

{Six-Year Projection)
PROJECT TITLE: SW Greenberg - Oak to Prospect
2 .
>
& £
> o %
& z
QQ, % R LElHMANN
) Py
%7 Q ‘ =
G\(\ z 1=
) % CORAL 3
=
=
" LOCUST
& Pipeline Project
&
/ %) Fof
= L
5 a & —
0 500 1,000 =
A —Fcct =l
KEY DRIVERS FOR CIP PROJECT
. Replacement of aging infrastructure to provide new resilient pipelines capable of providing long-term,
1. Asset Condition . .
reliable service.
2. Reliability Improvements required to maintain reliable and seismically resilient facilities.
3. Safety / Security Enhances safety by improving level of service for customers and providing safe, reliable drinking water.

The main is noted as being in poor condition and in need of replacement. This involves replacement of approximately 2,600 LF of existing water main along
SW Greenberg Road. Approximately 2,000 LF is being upgraded from 6-inch to 12-inch as well to account for fire flow deficiencies.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
. e Water Rates: Yes |No material impact. New installations designed for site specific
Project Category: Pipeline Service Fees: No  |corrosion conditions resulting in longer expected design life of
. - pipeline and reduced leakage for system.
Project Manager: Nick Augustus SDC Improvemt. Fee Elg.:
Work Performed By: Contract & District Staff 31%
- Partner Cost Percentage:
Total Priority Score: 20
0%
BUDGET INFORMATION & PROJECTED COSTS
FY17-19 FY17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected (FY2020-25) | (FY2026-48)
- - 1,110,000 - - - 1,110,000
CIP 2019-21 Proposed cIp-24
TVWD Financial Plan Page 107
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
{Six-Year Projection)

PROJECT TITLE: SW Tualatin Valley Hwy

182ND

178TH

174TH

S.HAW

ok VALY =

185TH
HLlOLY

Pipeline Project

BLANTON

0 500 1,000
A [ eee——CE

KEY DRIVERS FOR CIP PROJECT

. Replacement of aging infrastructure to provide new resilient pipelines capable of providing long-term,
1. Asset Condition . .
reliable service.
2. Reliability Improvements required to maintain reliable and seismically resilient facilities.
3. Safety / Security Enhances safety by improving level of service for customers and providing safe, reliable drinking water.

PROJECT DESCRIPTION
There have been leaks in the area, and after installing new services on the main, it has been noted to be in poor condition. The existing pipe was installed in
1955. The project consists of replacement of approximately 3,850 LF of 8-inch pipe.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
. o Water Rates: Yes |No material impact. New installations designed for site specific
Project Category: Pipeline Service Fees: No  |corrosion conditions resulting in longer expected design life of
. - pipeline and reduced leakage for system.
Project Manager: Nick Augustus SDC Improvemt. Fee Elg.:
Work Performed By: Contract & District Staff 0%
- Partner Cost Percentage:
Total Priority Score: 20
0%
BUDGET INFORMATION & PROJECTED COSTS
FY17-19 FY17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected (FY2020-25) | (FY2026-48)
- - - 988,500 - - - - 988,500 -
CIP 2019-21 Proposed CIP-25
TVWD Financial Plan Page 108 May 2019
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE: Unidentified Development Opportunity & Reimbursement Projects

CORMELL

JUBARELINE

.
A 1 2
— s

- Tualatin Valley
Water District
Service Area

KEY DRIVERS FOR CIP PROJECT

Cost Effectiveness /

Community Benefit
¥ Master Plan Update,

The District has benefitted from significant cost savings by partnering with development projects to upgrade,
1. replace, or Install new pipelines that have been identified as recommended improvements in the 2018

g Reliabilit ineli i
2 eliability backbone pipelines and other recommended improvements.

Having funding available to participate in opportunity projects will allow the District to construct resilient

3. Asset Condition -
pipelines,

Having funding available to participate in opportunity projects will allow the District to replace failing

PROJECT DESCRIPTION

This is a general project category to implement the 2018 Water Master Plan Update. Specifically, the project will be used to partner with other agencies and
developers to install or replace pipelines and other infrastructure as identified in the 2018 Water Master Plan Update or other planning studies to provide
fire flow improvements, replace aging infrastructure, or provide resilient backbene piping. By partnering with other projects, significant cost saving can be

realized.
PROJECT INFORMATION FUNDING SOURCES FUTURE QPERATING COST IMPACT
Water Rates: Yes |No anticipated impact on District operating costs,
Project Category: Pipeline
Service Fees: No
Project Manager: Sarah Alton SDC Improvemt. Fee Elg.:
Work Performed By: QOutside Contract Various
Partner Cost Percentage:
Total Priority Score: 31
0%
BUDGET INFORMATION & PROIECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) {FY2026-48)
500,000 312,361 259,000 268,000 277,000 287,000 297,000 307,500 1,695,500 10,961,000
CIP 2019-21 Proposed CIP-32
TVWD Financial Plan Page 115
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE:

Transmission Improvement Program

CORMELL

— Tualatin Valley
Water District
Service Area

MURRAY

KEY DRIVERS FOR CIP PROJECT

- Transmission mains require further condition assessment to determine current conditions. The majority of
1 Asset Condition . i - o
the improvements are driven by seismic resiliency.
2 Reliabilit Transmission mains are very important to delivering water. These projects will evaluate and provide
! eliabili o " . o
v seismically resilient supply transmission within the TVWD system.
3. Customer Criticality Transmission mains impact large customer bases and other critical customers.

PROJECT DESCRIPTION

The Transmission Improvement Program includes currently planned and recommended pipe improvements that increase transmission capacity to
accommodate future demands and improve seismic resiliency in the District’s backbone piping. For specific backbone piping, cost estimates for this Program
reflect the need for higher seismic resilience in transmissicn piping. The program includes new and replacement of existing transmission piping. Appendix B
of the 2018 Master Plan Update provides a detalled list for these projects. The program will begin in the mid-term time horizon to allow for completion of
the WWSP. Transmission improvements have been allocated into Tiers 1 to 3 based on criticality. Phases 1 through 3 of Tier 1 are assumed to be
constructed in the mid-term. The remaining transmission projects {including Tier 1 Phase 4, Tier 2, and Tier 3 projects} are assumed to be constructed in the
lang-term planning horizon at an annual cost of approximately $3,140,000.

PROJECT INFCRMATION

FUNDING SOURCES FUTURE OPERATING COST IMPACT

Project Category: Pipeline

Yes |No material impact anticipated.

No

Water Rates:

Service Fees:

Project Manager:
Work Performed By:

Nick Augustus
Outside Contract

SDC Improvemt. Fee Elg.:
TBD

Partner Cost Percentage:

Total Priority Score: 22
0%
BUDGET INFORMATION & PROIECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) (FY2026-48)
- - - - - - - -1 171,441,000
CIP 2019-21 Proposed CIP-33

TVWD Financial Plan
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
{Six-Year Projection)

PROJECT TITLE: P-166 - Hampton St from 68th Ave to 66th Ave

Pipeline Project

KEY DRIVERS FOR CIP PROJECT

5 These improvements in the Metzger service area address fire flow deficiencies that have been identified
1. Safety and Security X
through the Master Planning process.
2. Project Urgency These were prioritized during the Master Planning process and need to be completed in a timely manner.
3. Growth / Future Demands Fire flow projects will address both current and anticipated fire flow demands.

PROJECT DESCRIPTION

This praject addresses fire flow deficiencies as identified in the master plan in the Metzger area from Hampton 5t, south along SW 66th Ave to the south end
of the District. It consists of approximately 2,400 LF of 12-inch diameter pipe, upgrading both 6-inch and 8-inch existing pipe.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
. o Water Rates: Yes |Asimprovements for deficiencies, operating cost impacts are
Project Category: Pipeline Service Fees: Mo |Not anticipated. For new pipes and extensions, the District
Project Manager: Zach Lemberg SDC Improvemt. Fee Elg.: N ‘i!ﬂates additional apersting c;ctsts ,at appm?“ 0.06% of total
. " capital cost (i.e., 5600 per $1 million in new pipe
Work Performed By: Outside Contract 39%  [segments/extensions) for exercising valves and materials for

Partner Cost Percentage: valve maintenance. Marginal costs for mapping and locating

Total Priority Score: 26 0% [new pipes may also be expected.
BUDGET INFORMATION & PROJECTED COSTS
FY17-19 FY17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected (FY2020-25) | (FY2026-48)
- - 155,500 1,050,000 - - - - 1,245,500 -
CIP 2019-21 Proposed CIP-35
TVWD Financial Plan Page 118 May 2019
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
{Six-Year Projection)

PROJECT TITLE: P-161 - Pacific Hwy from Hwy 217 to 71st Ave

Pipeline Project

N
0 500 1,000
A —Fcct
KEY DRIVERS FOR CIP PROJECT
3 These improvements address fire flow deficiencies that have been identified through the Master Planning
1. Safety and Security
process.
2. Project Urgency These were prioritized during the Master Planning process and need to be completed in a timely manner.
3. Growth / Future Demands Fire flow projects will address both current and anticipated fire flow demands.

PROJECT DESCRIPTION
This praject addresses fire flow deficiencies as identified in the master plan in the Metzger area mainly along Pacific Hwy from Hwy 217-Pacific Ramp to 71st
Ave and including connecting streets on Pfaffle and 79th Ave. The project consists of approximately 7,200 LF of 8-inch and 6-inch piping being upgraded to
12-inch, and 1,300 LF of 4-inch being upgraded to 8-inch.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
. o Water Rates: Yes |Asimprovements for deficiencies, operating cost impacts are
Project Category: Pipeline Service Fees: Mo |Not anticipated. For new pipes and extensions, the District
Project Manager: Zach Lemberg SDC Improvemt. Fee Elg.: N ‘i!ﬂates additional apersting c;ctsts ,at appm?“ 0.06% of total
. " capital cost (i.e., 5600 per $1 million in new pipe
Work Performed By: Outside Contract 33% [segments/extensions) for exercising valves and materials for

Partner Cost Percentage: valve maintenance. Marginal costs for mapping and locating

Total Priority Score: 25 0% [new pipes may also be expected.
BUDGET INFORMATION & PROJECTED COSTS
FY17-19 FY17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected (FY2020-25) | (FY2026-48)
- - - - 1,110,000 1,855,000 - - 2,965,000 -
CIP 2019-21 Proposed cp-37
TVWD Financial Plan Page 120 May 2019
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
{Six-Year Projection)

PROJECT TITLE: P-80 - Viewmont Dr south of Barnes

Pipeline Project

KEY DRIVERS FOR CIP PROJECT

3 These improvements address fire flow deficiencies that have been identified through the Master Planning
1. Safety and Security
process.
2. Project Urgency These were prioritized during the Master Planning process and need to be completed in a timely manner.
3. Growth / Future Demands Fire flow projects will address both current and anticipated fire flow demands.

PROJECT DESCRIPTION

This praject consists of replacing existing pipe at Viewmont Dr just south of Barnes Rd for fire flow only. This includes approximately 530 LF of 6-inch
upgraded to 8-inch piping.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
. o Water Rates: Yes |Asimprovements for deficiencies, operating cost impacts are
Project Category: Pipeline Service Fees: Mo |Not anticipated. For new pipes and extensions, the District
Project Manager: Zach Lemberg SDC Improvemt. Fee Elg.: N ‘i!ﬂates additional apersting c;ctsts ,at appm?“ 0.06% of total
. " capital cost (i.e., 5600 per $1 million in new pipe
Work Performed By: Outside Contract 0%  |segments/extensions) for exercising valves and materials for

Partner Cost Percentage: valve maintenance. Marginal costs for mapping and locating

Total Priority Score: 25 0% [new pipes may also be expected.
BUDGET INFORMATION & PROJECTED COSTS
FY17-19 FY17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected (FY2020-25) | (FY2026-48)
- - - - - 215,500 - - 215,500 -
CIP 2019-21 Proposed cp-38
TVWD Financial Plan Page 121 May 2019
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE: Future Fire Flow Improvements

CORMELL

— Tualatin Valley
Water District
Service Area

.
A 1 2
— s

KEY DRIVERS FOR CIP PROJECT

. These improvements address fire flow deficiencies that have been identified through the Master Planning
1. Safety and Security
process,
2. Project Urgency These were prioritized during the Master Planning process and need ta be completed in a timely manner.
3. Growth / Future Demands Fire flow projects will address both current and anticipated fire flow demands.

PROJECT DESCRIPTION
The Fire Flow Improvement Program includes recommended pipe improvements that are recommended to address specific fire flow criterfa deficiencies.
Appendix M of the District's Master Plan (Carollo 2018) provides a detailed list for these projects. The projects in this item are planned for completion in the
mid-term time frame.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
. o Water Rates: Yes |Asimprovements for deficiencies, operating cost impacts are
Project Category: Pipeline Service Fees: No  |Pot anticipated. For new pipes and extensions, the District
project M Nick A " estimates additional operating costs at approx. 0.06% of tatal
roject Manager: Ick Augustus SDC Improvemt. Fee Elg.: capital cost (i.e., $600 per $1 million in new pipe
Work Performed By: Outside Contract Varicus  |segments/extensions) for exercising valves and materials for
o Partner Cost Percentage: valve maintenance. Marginal costs for mapping and locating
Total Priority Score: 23 0% |new pipes may also be expected.
BUDGET INFORMATION & PROIECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) {FY2026-48)
- - - - - - - - -] 72,864,100
CIP 2019-21 Proposed CIP-41
TVWD Financial Plan Page 124 May 2019
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROIJECT TITLE: Minor System Improvements

CORMELL

— . Tualatin Valley
Water District
Service Area

; t
P
epnt |

RIGERT

KEY DRIVERS FOR CIP PROJECT

1. Reliability These minor projects will increase the reliability of the system.

As piping and other components of the water system age, they need to be replaced. These improvements will

2. Asset Condition . .
improve the longevity of the system.

3. Project Urgency As development or other assessments are done, these projects will need to be done on a short timeline.

PROJECT DESCRIPTION
Minor system improvements are necessary to maintain and improve the operations of the system as development and other projects oceur, The projects in
this line item could include installing new connections (jumpers), cutting in new valves, or other realignments of pipelines. This work has historically been
done as part of General System Maintenance, however, where new infrastructure is being added, it will be tracked as a capital project.

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
. o Water Rates: Yes |Operational costs are negligible with this line item, though
Project Category: Pipeline Service Fees: No there may be some slight decrease as aging components are
N replaced.
Project Manager: Pete Boone SDC Improvemt. Fee Elg.:
Work Performed By: Outside Contract 0%
Partner Cost Percentage:
Total Priority Score: 27
0%
BUDGET INFORMATION & PROIECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) (FY2026-48)
- - 103,500 107,000 111,000 115,000 119,000 123,000 678,500 -
CIP 2019-21 Proposed CIP- 44
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE: Transmission Mains CARV Rehabilitation

CORMELL

— . Tualatin Valley
Water District
Service Area

.
A 1 2
— s

KEY DRIVERS FOR CIP PROJECT

1. Asset Condition The district needs to maintain the existing CARVs and bring them up to current standards.

2. Water Quality These minor rehabilitation projects will address water quality concerns associated with the old CARVs.

There is a risk if the CARVs are not maintained, for there to be issues with the transmission pipelines along

3. Safety and Securit N N B
ty ¥ with potential water quality concerns.

PROJECT DESCRIPTION
This line item will include replacements, upgrades, and safety improvements of CARV valves and vaults, Rehabilitation and proper operation of the CARVs in
the system is essential to maintaining pipelines, and avoiding damage to the pipelines.

PROJECT INFORMATION FUNDING SOURCES FUTURE QPERATING COST IMPACT
Water Rates: Yes |No material impact to operating expenses,
Project Category: Pipeline
Service Fees: No
Project Manager: Pete Boone SDC Improvemt. Fee Elg.:
Work Performed By: District Staff 0%
Partner Cost Percentage:
Total Priority Score: 30
0%
BUDGET INFORMATION & PROIECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) {FY2026-48)
- - 103,500 107,000 111,000 115,000 119,000 123,000 678,500 -
CIP 2019-21 Proposed CIP-49
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
FLEET REPLACEMENT SCHEDULE

GL11-40-01-8831

FY 19-20 FY 20-21 Total
20192021 Fleet Costs |$ 65,000 [§ 595,000 $ 1,246,000
DESCRIPTIONS EST. MONTH EST. YEAR
DIVISION OR PROGRAM ITEM qQry AND RATIONALE TOTALAMT NEEDED NEEDED
ENG-Engineering Compact PU Unit 6 1 Age Replacement S 36,000 2 2021
u de Meter Readi
FCS- Meter Reader pgrade MeterReacing 2 |Age Replacement $ 74,000 12 2020
Vehicle Fleet
Locating C Mini Unit
System Ops-Locators TZCE ing -argo Minivan Hnf 1 Age Replacement S 35,000 7 2020
Water Ops-Const/Maint Dump Truck, Unit45 1 Age Replacement S 220,000 6 2020
‘Water Ops-Const/Maint
ater Ops-Const/Main Dump Truck, Unit 43 1 |Age Replacement $ 196,000 10 2019
Carry over for 17-19
DISTRICT - Shared Potable Hose Trailer 2 New Trailer S 25,000 10 2020
Back H d C t
Water Ops-Const/Maint ac. & and tompactor 1 Age Replacement S 160,000 9 2020
Unit 119
Water Ops-Const/Maint Track Hoe Unit 150 1 Age Replacement $ 135,000 2 2021
One Ton Service truck,
System Ops nfe on service truck, 1 Age Replacement $ 85,000 5 2021
Unit 80
DISTRICT - Shared Passenger Vehicle, Unit 19 1 Age Replacement $ 35,000 5 2020
Water Ops-Const/Maint Full Size Pickup Unit 148 1 [Age Replacement $ 45,000 3 2021
DISTRICT - Shared Passenger Vehicle, Unit 71 1 Age Replacement S 40,000 10 2019
Water Ops-Const/Maint Heavy Trailer Unit 220 2 Age Replacement S 30,000 9 2019
and 224
11/2 Ton Service truck,
System Ops /2 Ton Service truck, 1 |Age Replacement $ 130,000 7 2019
Unit 82
CIP 2018-21 Proposed CIP - 58
TVWD Financial Plan Page 141 May 2019
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE:

Customer Information System

CORMELL

— . Tualatin Valley
Water District
Service Area

MURRAY

KEY DRIVERS FOR CIP PROJECT

1. Project Urgency

The District's legacy utility billing system is outdated, requires significant internal support and lacks
functionality necessary to meet District objectives such as improving the customer experience,

2. Customer Criticality

The Customer Infermation System (CIS) impacts District customers as well as billing partners. Newer CIS
technologies are expected te address customer satisfaction by expanding secure customer self-service
options.

3. Reliability

The CIS Is a misslon-critical system that must be reliable and flexible in order to meet current and future
District needs, including potential affordability measures. The new CIS is expected to provide improved
system reliability as compared to the legacy utility billing system.

PROJECT DESCRIPTION

This project, a joint venture with billing partner Clean Water Services, focuses en selecting and implementing a commercial Customer Information System
(CIS) to replace the District's legacy utility billing system. The District and Clean Water Services will share costs for the project. CIS project phases will be:
selection; implementation; and beginning ongoing operations under the new system. The CIS project timeline through cutover and new system stabilization
is anticipated to take approximately three years, The District will continue to refine project cost estimates and staffing requirements throughout the project
cycles and provide ongoing reporting to the Board of Commissioners and management. The project will involve extensive customer communications prior to

cutover,
PROJECT INFORMATION FUNDING SOURCES FUTURE QPERATING COST IMPACT
. . Water Rates: Yes |ltis anticipated that internal IT support will be reduced.
Project Category: Information Technology Service Fees: No Annual scftware licensing and maintenance costs will be
N incurred. Expanded on-line and mohile payment options may
Project Manager: Andrew Carlstrom SDC Improvemt. Fee Elg.: P -
reduce costs for bill printing/presentment, but increase
Worlc Performed By: Contract & District Staff 0%  |merchant and bank transactions fees, $105,000 will be
o Partner Cost Percentage: incurred for one-time training and software needs in FY2021
Total Priority Score: 26 oy |2nd FY2022, with $50,000 in FY2022 {2021-2023 biennium).
BUDGET INFORMATION & PROIECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) (FY2026-48)
3,574,700 10,000 3,110,000 5,070,000 1,225,000 - - - 9,405,000 -
CIP 2019-21 Proposed CIP-59
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE: Service Installations

CORMELL

— . Tualatin Valley
Water District
Service Area

MURRAY

.-
7
) 7
A 0 1
KEY DRIVERS FOR CIP PROJECT
Serves new customers as they are added to the District's service area, and replaces aging meters and services
1 Growth/Future Demands A ) -
as-needed to provide reliable service,
2. Reliability Imprevements required ta maintain reliable water service to customers.
3. Customer Criticality Enhances safety by improving level of service for customers and providing safe, reliable drinking water.

PROJECT DESCRIPTION

This category of work invelves the various ongoing installation and replacement of service installations and large meters by District crews in support of new
development and customer base growth, and to replace aging infrastructure on an as-needed basis. The service and large meter installation work is
completed by TVWD Field Operations. Costs for new service installations are paid by separate development fees.

PROJECT INFOCRMATION FUNDING SOURCES FUTURE QPERATING COST IMPACT

. . Water Rates: Yes |Meter and service maintenance is an ongoing and routine
Project Category: Meters & Services Service Faes: Yes District activity. Meters and services for new custemers are

N " X recovered through separate fees.
Project Manager: Field Operations SDC Improvemt. Fee Elg.:
Work Performed By: District Staff 0%

. Partner Cost Percentage:

Total Priority Score: 21 0%

BUDGET INFORMATION & PROIECTED COSTS

FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) (FY2026-48)

2,455,700 2,455,700 1,335,000 1,490,000 1,540,000 1,595,000 1,650,000 1,710,000 9,320,000 56,560,000

CIP 2019-21 Proposed CIP-60

TVWD Financial Plan Page 143 May 2019
Appendix B — Capital Improvement Plan



Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE: Customer Service: Meter Installations

CORMELL

— . Tualatin Valley
Water District
Service Area

MURRAY

e
7
.
A 0 1
KEY DRIVERS FOR CIP PROJECT
Serves new customers as they are added to the District's service area, and replacement of aging meters and
1 Growth/Future Demands N . . )
services as needed to provide reliable service.
2. Reliability Imprevements required ta maintain reliable water service to customers.
3. Customer Criticality Enhances safety by improving level of service for customers and providing safe, reliable drinking water.

PROJECT DESCRIPTION

This category of work invelves the various ongeing installation and replacement primarily residential meters and services by District crews in support of new
development and customer base growth, and to replace aging infrastructure on an as needed basis. The meter installation work is completed by TVWD Field
Customer Service. Costs for new meters installations are paid by separate development fees.

PROJECT INFOCRMATION FUNDING SOURCES FUTURE QPERATING COST IMPACT
. . Water Rates: Yes |Meterand service maintenance is an ongoing and routine
Project Category: Meters & Services Service Faes: Yes District activity. Meters and services for new custemers are
N " - recovered through separate fees.
Project Manager: Field Customer Service SDC Improvemt. Fee Elg.:
Work Performed By: District Staff 0%
Partner Cost Percentage:
Total Priority Score: 21
0%
BUDGET INFORMATION & PROIECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) (FY2026-48)
487,366 336,062 238,500 270,500 - - - - 509,000 -
CIP 2019-21 Proposed CIP-61
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE: Automated Meter Reading Program (AMR)

CORMELL

— . Tualatin Valley
Water District
Service Area

.
A 1 2
— s

KEY DRIVERS FOR CIP PROJECT

Replacement of aging infrastructure to provide new resilient appurtenances capable of providing long-term,

1. Asset Condition ; N
reliable service,

2. Reliability Imprevements required ta maintain reliable and resilient facilities.

Cost Effectiveness / . . N N N
3. B . Provides new AMR meters to improve cost-effectiveness of long term operations to the District's customers
Community Benefit

PROJECT DESCRIPTION
This program is being postponed until the District considers and develops a plan based on the results of the upcoming AMR husiness case analysis.

PROJECT INFOCRMATION FUNDING SOURCES FUTURE QPERATING COST IMPACT
. i Water Rates: Yes |AMR meters result in decreased labor costs over time. Each
Project Category: Meters & Services Service Fees: No AMR battery will need to be replaced about every twelve
N " - years. The District will budget for these replacements in the
Project Manager: Field Customer Service SDC Improvemt. Fee Elg.:
future as needed.
Work Performed By: District Staff 0%
Partner Cost Percentage:
Total Priority Score: TBD
0%
BUDGET INFORMATION & PROIECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected {FY2020-25) (FY2026-48)
- 415,000 - - - - - - - -
CIP 2019-21 Proposed CIP-62
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Tualatin Valley Water District
Requested Capital Improvement Plan
2018-21
{Six-Year Projection)

PROJECT TITLE: Joint Venture: WIF
7 o o~ : = —
Q&“ . [ I
& I
2 : E
&5 g : -
\9 [T 7] 5
GQ? Qq,b u8] = —
£LoT X BN
<% \/ 3
o = &
Q << »
= F bt
£~ =,
Yy @ S
= s}
s lis}

""RIVER

500 1,000
Feet

i 0

LA

KEY DRIVERS FCR CIP PROJECT

) . First piece of the Willamette Water Supply System WSS}, which will provide relizhble and safe drinking
1. Project Criticality ,
waterto the District's customers.
Project is a key element of the District's new long-term supply source that will meet current and future
2. Growth/Future Demands
demands.
3. Reliability WSS will increase overall reliability by providing a new, seismically hardened source for the District.

PROJECT DESCRIPTICN

the WWSS raw water facility

zero [(Pa).

Pragram level costs associated with the Willamette Intake Fadilities (WIF} Commission, incuding new fish screens, air burst system impravements, and
seismiic improvements ta the expanded intake within the raw water facility at the Willamette River Water Treatment Plant {(WRWTP}. Far more details on

Costs shown below are TVWD's share of projected total project costs. Therefare, under Funding Sources, the partrer cost percentage [of the costs shown}) is

project {(RWF 1.0}, please see page F-2 in your budget workbook.

PROJECT |

NFORMATION FUNDING SCURCES FUTURE CPERATING COST IMPACT

Project Category:

The water intake improvements are either replacements or
static in nature, and should not drive material netimpacts an
future operating casts.

Water Rates: Yes

JointVenture

Service Fees: Na

Project Manager:

David Kraska SDC Improvemt. Fee Elg.:

Wark Performed By:

Outside Contract 61%  |For details on the estimated costimpact of the future raw

Partner Cost Percentage: water facility (RWF 1.0}, please see page F-2 inyour budget

Total Priority Score: 28 . workbook.
0%
BUDGET INFCRMATION & PROJECTED COSTS
FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected (F¥2020-25) | [FY2026-48)
- 350,765 3,271,701 2,128,537 - - 5,751,002 -

CIP 2019-21 Proposed

CIP-63
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Tualatin Valley Water District
Requested Capital Improvement Plan
2019-21
(Six-Year Projection)

PROJECT TITLE:

BRJOC Capital Repair/Replacement

SaRNE
RESER

—m

KEY DRIVERS FOR CIP PROJECT

1 Project Urgency Maintains supply for multiple water supply partners,

2. Customer Criticality

Reserves funds to ensure continuity of service in the event of unanticipated maintenance or equipment repair
needs,

3. Reliability

Improvements required to maintain reliable supply.

PROJECT DESCRIPTION

vehicle for water sampling.

This project funds a reserve for unanticipated capital expenses for the Barney Reservoir Joint Ownership Commission (BRIOC) partners. Reserve funds are
allocated based on ownership shares of the reservoir facilities, of which the District is a 35% owner. Establishment of the reserve provides resources to the
BRJOC in the event of unplanned capital expenditure needs. Use of the reserve requires approval by all BRIOC partners including the District.

Costs shown below are TVWD's share of projected total project costs. Therefore, under Funding Sources, the partner cost percentage {of the costs shown) is
zero (0%). The FY 19-20 amount includes the District's share of the flume fence project, budgeted at approximately $175,000, The FY 19-20 budget also
includes about 25% of a new server and software for water sampling {remainder covered by IWC and Hillsboro), and budget to cover about 30% of a new

PROJECT INFORMATION FUNDING SOURCES FUTURE OPERATING COST IMPACT
Water Rates: Yes |No material impact anticipated.
Project Category: Jwc
Service Fees: No
Project Manager: TBD SDC Improvemt. Fee Elg.:

Work Performed By:

Qutside Contract 0%

Tatal Priority Score:

This is a partnership project, |Partner Cost Percentage:
agreed to by the IWC. 0%

BUDGET INFORMATION & PROJECTED COSTS

FY 17-19 FY 17-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25 Six-Year Future Years
Budget Projected Budget Budget Projected Projected Projected Projected (FY2020-25) | (FY2026-48)
- 81,300 46,900 48,500 50,200 52,000 53,800 332,700 1,918,300
CIP 2018-21 Proposed cp-69
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C. Ordinance 01-19 — Authorizing the Issuance of Debt
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b. The bonds autharized by this ordinance shall be speciat obligations of the District that
are payable solely from water system revenues and related amounts that the District
pledges to pay the bonds. The District may issue the bonds authorized by this
ordinance with a first lien on net revenues of the water system or with a subordinate
lien on the net revenues of the water system.

c No bonds authorized by Section 1.a of this ordinance may be sold and no purchase
agreement for any of those bonds may be executed until the period for referral of this
nonemergency ordinance has expired. If this ordinance is referred, the District may
not sell the bonds authorized by Section 1.a of this ordinance unless the voters
approve those bonds.

Section 2. Issuance of Refunding Bonds. The District hereby authorizes the issuance of
refunding bonds pursuant to applicable QOregon statutes to refinance any water revenue bonds that
are issued pursuant to Section 1.a of this ordinance to provide interim financing. The refunding bonds
authorized by this Section 2 may be issued in an aggregate principal amount sufficient to refund any
water revenue bonds selected by the District Official pursuant to Sectian 3.k of this ordinance, plus
amounts required to pay costs related to the refunding bonds.

| Section 3. Delegation, When and if this ordinance takes effect, the Chief Financial

! Officer, the Chief Executive Officer or the employees of the District designated by the District’s Chief
Executive Officer or Board of Commissioners to act on behalf of the District under this ordinance {each
of whom is referred to herein as a “District Official”) are each hereby authorized, on behalf of the
District and without further action by the Board of Commissioners, to:

a. Issue the revenue bonds authorized by this ordinance {the “Water Bonds"} in che or
more series, which may be sold at different times, and issue any series of Water Bonds
as First Lien Bonds, as defined below, or with a subordinate lien on water system
revenues.

b. Issue the Water Bonds as short or intermediate term bonds to provide interim
financing for System Improvements and enter into lines of credit or similar documents
which permit the District to draw Water Bond proceeds over time.

C. Participate in the preparation of, authorize the distribution of and deem final the
preliminary and final official statements and any other disclosure documents for each
series of the Water Bonds, as applicable.

d. Subject to the limits of this ordinance, establish the final principal amounts, lien
status, maturity schedules, interest rates, redemption terms and other terms for each
series of Water Bonds.

e. Either publish a notice of sale, receive bids and award the sale of that series to the
bidder complying with the notice and offering the most favorable terms to the District
or select one or more underwriters or lenders and negotiate the sale of that series
with those underwriters or lenders and execute and deliver a bond purchase
agreement or other document in connection with such sale.

f. Prepare, execute and deliver one or more documents that will specify the terms under
which the Water Bonds are issued and the administrative provisions that apply to the
Water Bonds.

B Enter into covenants with owners or credit enhancement providers that are designed
to obtain more favorable terms for the District, including covenants required by the
Water Infrastructure Finance and Innovation Act, if the District borrows under that
program, or by the State, if the District borrows under State lending programs.

Page 2 of 4
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h. Prepare and finalize the terms of a master water system declaration which pledges
the revenues of the District’s water system tp the Water Bonds issued with a first lien
on the water systern revenues (“First Lien Bonds”), contains covenants regarding the
levels of fees and charges that the District must impose and describes the terms under
which the District may issue obligations in the future that are secured by the revenues
of the District’s water system. )

i If all or any portion of the Water Bonds is secured by a subordinate lien on water
system revenues, establish a master second lien water revenue hond declaration or
similar document to memoarialize the terms under which that series and future series
of subordinate lien bonds may be issued.

J Make contributions to bond reserve accounts that the District Official determines are
desirable and determine the reserve requirement, if any, for each series of the Water
Bonds.

k. Select water revenue bonds to be refunded, refund any Water Bonds that are issued

to provide interim financing with other short, intermediate or long-term term honds.

I Undertake to provide continuing disclosure for any series of Water Bonds in
accordance with Rule 15¢2-12 of the United States Securities and Exchange
Commission or lender requirements, as applicable.

m. Apply for and purchase municipal bond insurance, reserve sureties or other forms of
credit enhancements for any series of Water Bonds and enter into related
agreements.

n. Appoint and enter into agreements with paying agents and other professionals and
service providers for the Water Bonds.

o. Issue any qualifying series of Water Bonds as “tax-exempt bonds” bearing interest

that is excludable from gross income under the internal Revenue Code of 1986, as
amended, (the “Code”) and enter into covenants for the benefit of the owners of
those series to maintain the excludability of interest on those series from gross
income under the Code.

p. If the federal government approves subsidy payments or tax credits for municipal
bonds and those subsidies or tax credits are estimated to reduce the net debt service
payments for the Water Bonds, issue any series of Water Bonds as eligible for those
federal subsidies or tax credits, and enter into related covenants to maintain the
eligibility of such series of Water Bonds for those subsidies or tax eredits.

q. Issue any series of Water Bonds as “taxable bonds” bearing interest that is includable
in gross income under the Code.

r. Desighate any series of Water Bonds as “green bonds” if applicable.

5. Execute any documents and take any other action in connection with the Water Bonds

which the District Official finds will be advantageous to the District.

Section 4. Unless referred, this ordinance shall take effect on the 30" day after it is
enacted.

Section 5. Declaration of Intent to Reimburse. The District hereby declares its official
intent to reimburse itself with the proceeds of the Water Bonds for any expenditures on the System
improvements paid prior to the issuance of the Water Bonds. This declaration is adopted as an official
action of the District in order to comply with United States Treasury Regultation 1.150-2,
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‘ Section 6. Pursuant to Oregon Revised Statute Chapter 198, the ordinance was read at
| two regular meetings of the District Board of Commissioners on twa different days, at least six days
| apart, prior to the adoption thereof, to wit: the 20™ day of March 2019, and the 17" day of April 2019,

Section 7. This ordinance was adopted following a second reading by the affirmative
vote of at least a majority of the members of the District Board of Commissioners at its regular
meeting on the 17" day of April 2019, and was signed by the presiding officer and attested to by the
secretary.

T fd.

Todd Sangdérs, Secretary‘

ice Bagnall, President
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Section 1.
Section 2.
Section 3.
Section 4.
Section 5.

Section 6.

Section 7.

Section 8.

Section 9.

Section 10.
Section 11.
Section 12.
Section 13.
Section 14.
Section 15.
Section 16.

Section 17.
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UALATIN VALLEY

WATER DISTRICT

This is the first publication in a biennial series of financial communication tools:

2019-2020 Financial Plan (Issued May 2019)
2019-2021 Adopted Budget (Issued June 2019)

Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30, 2019
(Planned for Fall 2019)

2020-2021 Financial Plan (Planned May 2020)

Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30, 2020
(Planned for Fall 2020)

1850 SW 170th Ave., Beaverton, OR 97003
Phone: (503) 848-3000

www.TVWD.org
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