Audit and Investment Commission
October 6, 2022 | 7:30 a.m.
Ash North and South Conference Room (first floor)
Woodbury City Hall | 8301 Valley Creek Road

Agenda
1. Call to Order/Roll Call
2. Approval of Minutes
A. Audit and Investment Commission meeting: June 24, 2022
3. Quarterly Investment Results Review with Ehlers (Ryan Miles virtually attending)
4. Introduction to System-wide Treatment for PFAS Project and Water Rate Study (Mary
Hurliman, Public Works Director)
5. Adjournment

Next Meeting of Audit and Investment Commission: November 4, 2022

City of Woodbury
Audit and Investment Commission Minutes
June 24, 2022
Pursuant to due call and notice thereof, a meeting of the Audit and Investment Commission was held
at Woodbury City Hall, 8301 Valley Creek Road, on the 24th day of June, 2022.
Item 1: Call to Order
Chair Blake Darsow called the meeting to order at 7:30 a.m.
Roll Call
Upon roll call, the following members of the Audit and Investment Commission were present: Blake
Darsow, Cody Groth, Jeanine Kuwik, John Lehman, Andrew Naylor, Alec Sonsteby, Annmarie Weiser.
Frank Gilbertson was in attendance via Microsoft Teams.
Absent: None
Others present: Angela Gorall, Assistant City Administrator; Clint Gridley, City Administrator; Matt
Mayer, CPA, Auditor, BerganKDV; Roxy Nowicki, Recording Secretary; Jason Schirmacher,
CFO/Controller. Kim Wilson, Council Member, and Ryan Miles, Ehlers, were in attendance via
Microsoft Teams.
Item 2: Approval of Minutes – February 24, 2022
Moved by member Groth, seconded by member Kuwik to approve the February 24, 2022 minutes.
Voting in favor: All present

Voting Against: None

Item 3: City of Woodbury Audit Results
Chair Darsow thanked Auditor Mayer for being at the meeting to present the audit results.
Independent Auditor’s Report: Auditor Mayer thanked the commission members for the
invitation. He stated the audit is represented by three different documents – the Annual
Comprehensive Financial Report (ACFR), which is the official financial statement of the City, a
Communications Letter and a Compliance Report. These have all been summarized into a PowerPoint
presentation which was handed out to commission members.
Auditor Mayer stated the City has a responsibility each year to prepare financial statements for the
public. Statute requires that all Minnesota cities over 2,500 also receive an audit by an independent
auditor so that they can ensure it is an accurate presentation.
BerganKDV’s role as auditor is to test, examine, and give an opinion on the financial statements. This
is done through an independent auditor’s report – it was an “unmodified opinion” which is the best
they can offer. This means the numbers are materially accurate and a true picture of the City’s
financial performance for the year. Another report, the Minnesota Legal Compliance Audit, tests the
City on various statutes, looks at conflicts of interest with members of management or the Council,
makes sure that contract and bidding is done on a competitive basis and all the investments are
according to statutes. There were no findings. Auditor Mayer also stated there were no material
weaknesses when it came to internal controls (the policies, processes, procedures that are in place to
ensure accurate financial reporting).
Also, because the City received more than $750,000 in Federal funding for the 2021 fiscal year, the
Federal Government requires that we do a compliance audit called a Single Audit. This is an audit
which looks at the Federal funding and the compliance with the grants and the agreements that the
City has entered into with the Federal Government on how it is going to use those dollars. This is done
on a rotating basis. Back in 2020, the City received significant CARES funding and that program was
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tested in 2021. In 2021, there was the Home Investment Partnership Program which is a HUD-based
program that provides affordable housing and opportunities for housing within the City of Woodbury.
There were no issues with that particular program. The report that is being presented to the Federal
Government regarding the use of the money in 2021 will be a clean report.
Auditor Mayor then stated that the ACFR is an award-winning document that gets submitted to a
national organization to be evaluated. This document is critiqued for accuracy, transparency and
completeness. The City has received this award since 2001. This report is not a mandated report; this
is a choice the City makes to provide for transparency and a lot of hard work went into preparing this
report.
Auditor Mayor then asked if there were any questions. A question was asked what the Home
Investment funds were used for. Auditor Mayer stated it was for an acquisition of a property that will
be redeveloped for future multi-use housing.
General Fund Budget - Auditor Mayer stated the General Fund is the main operating fund of the City.
Most of the City’s activity runs through the General Fund (Police Department, Administration,
Engineering, Finance, Human Resources, Public Works Department, Community Development, Parks
and Recreation programs). It is the fund that the Council has the most input on through the budget
process and also takes the most responsibility for because most of the property tax levy goes into this
fund as well to cover the costs of these services. This fund is analyzed in the context of budget
compliance in that the Council established parameters for spending at the end of 2020 for the 2021
fiscal year. The final amended budget called for $36.5 million worth of revenue, about $39.8 million
worth of spending, some transfers in and out that netted to transfers out at approximately $4.7
million, and a plan spend down of fund balance or financial position of about $8 million at the end of
the 2021 fiscal year.
The transfers that were budgeted both in and out occurred as planned, and rather than a spend down
of fund balance of $8 million at the end of the 2021 fiscal year as planned according to the budget,
there was only a drop in fund balance of approximately $800,000. Revenue came in better than
anticipated at approximately $3.5 million (big line item was licenses and permits) and expenditures
came in under budget by $3.7 million (most of which was personnel in the Police Department), so
outperforming and outpacing the budget by approximately $7.2 million.
Mr. Gridley stated that commercial and residential development have both been strong. There are
very large projects happening – the water project, Gold Line project and others. It has been difficult
to attract and retain workers, especially police officers.
Mr. Lehman stated that a year ago, Parks and Recreation was down $1.8 million and this year it was
only down $877,000. Mr. Gridley stated that people are returning to recreation programs, but we
don’t have staff to run all the programs. The golf course had the best year ever. The M Health
Fairview Sports Center is still lagging, but it’s coming around. Central Park has probably been a
bigger burden on the General Fund from a recreation perspective. The City is planning to do a big
improvement, but is struggling with the timing. There is a decline in revenue due to it not being
promoted and the age of the facility.
A question was asked on Public Safety staffing. Mr. Gridley stated we are eight to nine officers down.
There have been quite a few lateral moves from other cities. After a short discussion, Ms. Gorall stated
that a lot of this information is in the 2021 Performance Measures, which is on the City’s public
website.
After a short discussion, Auditor Mayer continued with his presentation.
General Fund – Fund Balance - Auditor Mayer stated this is a measure of the short-term resources
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that are available for spending in next year’s budget. There is a total fund balance at the end of 2021
of $16.7 million. $1.5 million of this is set aside for compensated absences (severance pay), $1 million
is set aside for any contingencies that might arise from year to year, and also some carryovers from
last year’s budget into the next one.
Auditor Mayer continued by stating that the City has a fund balance policy that after factoring out
those set asides, the discretionary or unassigned fund balance should be 30 percent of next year’s
budget, which is where the City landed at the end of the 2021 fiscal year. The total fund balance as a
relation to next year’s budget is approximately 37-38 percent, and that is because of the compensated
absences, which represent approximately eight percent of the budget.
Mr. Gridley stated that the City is likely going to ask the Commission to review the Fund Balance
Policy to make sure that we have enough reserves in case of a big liability or natural disaster in the
future.
After a short discussion, Auditor Mayer continued with his presentation.
General Fund Revenues – Revenue in the General Fund was down from 2020 by approximately 1.7
percent. One of the big factors was the $5 million of CARES money received in 2020 from the Federal
government that went into the General Fund. The City is also going to receive ARPA funds from the
Federal Government in 2022-2023 fiscal years. Cash was received by the City during the 2021 fiscal
year, but qualifying expenditures were not made during that year, so no revenue was recognized. One
other item of note is that the City’s portfolio investments is almost entirely fixed income, and in a
rising interest rate environment which we were seeing at the end of 2021, the holdings the City had
were below the current market value. Generally accepted accounting principles require they be written
to market at the end of each year, so there was a fairly significant negative impact on the investment
income. The City does hold those investments to maturity so those will ultimately get back up to par.
Because of this there was no benefit to the General Fund during 2021 for investment income.
General Fund Expenditures – Auditor Mayer stated that expenditures and transfers out were up
approximately 2.3 percent. If you remove transfers out, there is a fairly steady inflationary growth
year over year. The allocation of the expenditures is fairly consistent from year to year. (Note that slide
8 of the PowerPoint Presentation should say “Expenditures and Other Sources” rather than “Revenues
and Other Sources”.)
Debt Service Obligations – Auditor Mayer reviewed the planned debt service payments over the next
15-20 years. The governmental debt is steadily declining; however, there could be new debt issuances.
The City is fairly judicious in the way that it chooses to incur debt. Mr. Gridley stated that the City
tries to be “pay as you go” as much as possible.
Enterprise Funds – Enterprise funds are fee for service type funds. The General Fund is very much
levy based. There are some unique factors in the government sector that are not necessarily in the
private sector that needs to be factored in regarding capital and capital financing.
M Health Fairview Sports Center – Auditor Mayer stated that this fund had a little bit of a challenge
in 2020. It was shut down for approximately one-third of the year, and the revenue stream in this
fund went down significantly. If depreciation is factored in, this fund has had an operating loss in
each of the last five years. However, if the depreciation is factored out, this fund has performed
positively in cash flow operations. The actual capital financing for this fund is actually outside of this
fund. There was a tax abatement bond issue back in 2013, which paid for the improvements to the
facility. The expectation is that the user fees are going to cover the cost of providing the services.
Street Lighting Operation – Auditor Mayer stated there were moderate increases in revenue over the
last five years.
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Water and Sewer Utility – Auditor Mayer stated this fund is the main enterprise with approximately
$16 million in revenue. This fund has had some challenges. There is significant capital activity coming
up in the years ahead. The City responded with some rate adjustments the last few years related to the
activity in this fund. 2021 was a particularly dry year, so revenue was up as a result of that. In 2021,
because of the magnitude of the water sales and the impact of some of the rate adjustments, there was
operating income of $63,000 with depreciation factored in.
Auditor Mayer continued by stating that in a typical business there are overhead costs for providing
finance services, HR services, administration, etc. The Water and Sewer Utility Fund has these same
administrative costs, but those costs are paid for out of the General Fund since those employees are
typically budgeted out of the General Fund. The mechanism to charge those costs to this fund is
actually a transfer out of this fund. The transfer leaves the Water and Sewer Fund and goes into the
General Fund as an in-flow. That reimburses the cost of the finance team and the administration
team for the services that they provide.
Member Lehman asked if this is the fund where the PFAS impact would be. Mr. Gridley stated that it
is. Mr. Gridley also stated that staff is meeting to review a rate analysis report and trying to project
rates forward. The settlement may not provide all the costs to do system-wide treatment. There is a
capital participation gap that the rate payers may have to pay. The big question is water softening. It
is a big capital cost, but would have a significant environmental and long-term benefit to residents.
There will be some level of referral of the rate considerations which are fairly long term, and the
question of water softening will come back to the Audit and Investment Commission for advice to the
Council. Woodbury’s rates are the second or third lowest in the metro.
Storm Water – Auditor Mayer stated that expenses exceeded revenue the last five years, with revenue
growing at an inflationary rate over that time. There is significant infrastructure in this fund that
drives it to an operating loss once depreciation is factored out.
Eagle Valley Golf Course – Auditor Mayer stated this was again a record year for the golf course.
Revenue stream continues to grow, both on the club house side and the number of rounds played.
There was an increase in expenses year over year, mostly in the area of personnel to service the
activities.
Tax Capacity, Levy and Rates – The property tax levy overall has grown from $31.6 million in 2017 to
$38.9 million in 2021. Over that time, the market value of the City as measured by tax capacity has
grown from $91.1 million to $122.1 million over that same period of time. However, the growth in the
levy has not been proportional to the growth in the market value. As a result of that, the tax capacity
rate for the City of Woodbury has gone from 35.1 percent in 2017 to 32.3 percent in 2021.
Member Groth asked if this is just residential or does it include commercial as well. Auditor Mayer
stated that it is overall.
Auditor Mayer encouraged the commission members to take a look within the Annual Comprehensive
Financial Report as there is some very deep-dive analysis on the tax base on pages 210-219. Mr.
Gridley also recommended the members watch the recent video by the Mayor explaining if your
property value goes up, it does not mean that your taxes go up.
Government Funds - Auditor Mayer stated that the Office of the State Auditor puts out a report each
year that provides per capita revenue for municipalities. In the 2020 fiscal year, a typical city in the
peer group collected $1,158 per capita, of which $537 was from property taxes, and $273 from other
intergovernmental revenue. In 2020, Woodbury measures very much in line with the state averages –
Woodbury collected $1,028 in revenue per capita. Woodbury’s levy was about $28 per capita less than
a typical city in the peer group. When it comes to intergovernmental revenue, Woodbury is not a
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significant recipient. Woodbury is much more special assessment heavy.
Expenditures per Capita - Auditor Mayer continued with Expenditures per Capita. Expenditures are
broken into three categories:
1. Current expenditures which is the everyday operating costs of running the City (a typical city
in the peer group spent $749 per capita and Woodbury spent $641).
2. Capital outlay, which is the investment in roads, equipment and infrastructure, which
fluctuates year to year based on project costs and project needs (a typical city in the peer
group was at $330 per capita and Woodbury was at $307).
3. Debt service which is the principal and interest on the debt that each city has (a typical city in
the peer group spent $124 per capita and Woodbury spent $78).
Mr. Gridley stated that the Audit and Investment Commission played an important role on the
question of if the City was going to go to a debt-based system to pay for the capital replacement of the
park assets. The Audit and Investment Commission, along with the Parks and Natural Resources
Commission, came up with a recommendation to continue the “pay as you go” tradition through
franchise fees and property tax.
Regarding the franchise fees, Mr. Gridley stated the City is sent a check once a quarter and that there
is no administrative cost to the City.
Auditor Mayer reviewed an analysis table on page 28 and reviewed why some figures do not total
across the whole table in a consistent manner. The table was verified as being accurate.
A motion was made to accept the 2021 audit results as presented by BerganKDV. Moved by member
Sonsteby, seconded by member Lehman.
Voting in favor: All present

Voting Against: None

Item 4: Quarterly Investment Results Review with Ehlers
Mr. Miles began his presentation by briefly reporting on economic indicators. The first indicator is
Manufacturing PMI, which comes out monthly and shows how manufacturing is performing.
Another economic indicator is retail sales. Retail sales are down; however Woodbury is still strong.
Retail sales are slowing across the board.
Feds are raising rates to slow inflation down. We should see more of a leveling off in the next quarter.
Mr. Miles continued his presentation talking about the Fed Monetary Policy. Each member of the Fed
Committee puts a dot where they think rates are going to be going. It’s helpful as the investment
portfolio is being structured to be mindful of where rates are going to be going.
Mr. Miles continued with his presentation talking about the portfolio composition and performance
summary. Interest and dividend income received for the first quarter was almost $700,000. Last
year, over $2 million of interest income was generated.
Mr. Miles ended his presentation by reviewing the first quarter report.
•

All funds have been fully re-invested with eye on liquidity. The duration has been reduced from
2.6yrs to 2.55yrs while maintaining an average credit rating of AA. We will continue to monitor
and intend to reduce portfolio duration to around 2 to further reduce unrealized losses in the
portfolio.
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•
•
•

Continue to monitor Fed policy decisions and rate changes. The next few decisions will be key to
portfolio construction.
The recommended plan for next quarter is to continue monitor cash flow for appropriate liquidity
for summer projects and reinvest maturities on the short end of the yield curve to reduce
duration/market price sensitivity.
Work with Finance Director to implement changes to further utilize portfolio accounting platform
to provide a tool to reduce staff investment accounting time.

After a short discussion the commission thanked Mr. Miles for his presentation.
Item 5: Update on City Enterprise Resource Planning (ERP) Project
Since the meeting time is up, Ms. Gorall stated that there is a very important project coming up
replacing the City’s ERP system and City staff will keep the commission updated. This will be up to a
$1.5 million investment.
Item 6: Adjournment
Moved by member Sonsteby, seconded by member Groth to adjourn the meeting.
The meeting adjourned at 8:55 a.m.

City of Woodbury, Minnesota
Office of City Administrator
October 6, 2022
To:

City of Woodbury Audit and Investment Commission

From:

Jason Schirmacher, Chief Financial Officer/Controller

Subject:

Quarterly Investment Results Review with Ehlers (Ryan Miles)

Summary
The City has been utilizing the services of Ehlers Investment Advisory Services since February,
2021 to lead and manage our investment portfolio. The Commission has requested to review
quarterly results as feasible at meetings already scheduled for the Commission, but to not
schedule special meetings for this single topic. The Commission last reviewed investment
performance at its meeting on June 24, 2022.
Ryan Miles, Senior Investment Advisor with Ehlers, will be virtual to present investment results
for the City and answer any questions of the Commission.
Recommendation
Review investment results and provide any comments or recommendations to our Ehlers
Advisor.
Fiscal Implications
As presented with investment results.
Policy
Council Directive CD-FIN-5.3 Investment Policy (last updated September 29, 2021)
Council Directive CD-FIN-5.14 Financial Reporting to City Council
Written By:
Attachment:

Jason Schirmacher, CFO/Controller
None, to be provided at the meeting

City of Woodbury, Minnesota
Office of City Administrator
October 6, 2022
To:

City of Woodbury Audit and Investment Commission

From:

Angela Gorall, Assistant City Administrator

Subject:

Introduction to System-wide Treatment for PFAS Project and Water Rate
Study

Summary
Attached is a memorandum as was provided to the City Council on August 19, 2022. It provides
a thorough update on several on-going efforts to address the issues of PFAS in the City’s water
system. Many terms or descriptions in the memo are anticipated to be new to the members of
the Audit and Investment Commission. The complexity and scale of this work for the City is
simply unprecedented.
On page five of the memo, the following is identified as a high priority next step:
Water Rate Study: Staff recommends the Council refer review of the water rate study to
the Audit and Investment (A&I) commission for recommendation. The additional set of
eyes from the community experts on the A&I commission will ensure staff approach
Council with the best possible recommendations, that have been vetted by invested
community members. If this route is acceptable to Council, staff anticipate bringing the
A&I Commission’s recommendations to Council Spring 2023, in time for Council to make
a decision on softening.
The time and efforts of the Audit and Commission is requested and will require a series of
meetings into 2023. Mary Hurliman, Public Works Director, will be at the October meeting to
provide a thorough review of the status of this project and its history. For this first introductory
meeting our goal is to educate the Commission on the overall project, history, next steps, etc. so
that you have the necessary context to further review and analyze the water rate study
component of this much larger project.
Note also that the City has hired a consultant, Carollo, to assist us with this complex analysis.
They are planned to be in attendance at future meetings as necessary. For your reference,
attached is the proposal that was provided by Carollo to the City to provide further details on
their approach, capabilities and staff.
Recommendation
As this is an introductory meeting, Commissions are asked to review and ask questions at the
meeting and advise staff of any additional information that can be provided to assist as we
proceed with future water rate study review.
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Fiscal Implications
Fiscal implications will be reviewed throughout this analysis and review. For this first meeting,
details on fiscal implications will be limited.
Policy
Consistent with Council Strategic Initiative – Drinking Water – Water Treatment
Implementation.
Written By:
Attachments:

Angela Gorall, Assistant City Administrator
1. Council Memorandum 2022-19
2. Carollo Water and Sanitary Sewer Rate Study Proposal, March 2022

Office of the City Administrator

Council Memorandum 2022-19
Date:
To:
From:
Subject:

August 19, 2022
The Honorable Mayor and Members of the City Council
Clinton P. Gridley, City Administrator
Affirming for Design of System-wide Treatment for PFAS
Update on 3M Settlement CDWSP Efforts

At the February 2022 Council Workshop on water, Council provided direction to staff to:
1. Work diligently with the State of MN Co-Trustees to reduce the gaps in funding
identified for Woodbury by staff in the Conceptual Drinking Water Supply Plan
(CDWSP).
2. Further asses, identify, and quantify non-CDWSP eligible items to Woodbury’s desired
system-wide treatment and funding for implementation.
3. Complete the preliminary engineering report (PER) under the CDWSP with
consideration of the Council’s preference for system-wide treatment.
Below is an update on progress and successes towards completion of these items. With Council’s
past direction and consideration of the updates below, staff is moving toward design based on
system-wide treatment of Woodbury’s municipal water for PFAS, recognizing not all elements
will be funded under the CDWSP.
Updates
Since the February 2022 Council Workshop Meeting on water, City staff and consultants have
been working to:
•
•
•
•
•
•
•
•
•

Dispute discrepancies in understanding and cost eligibility of the CDWSP with the State
Co-trustees
Ensure maximum funding for system-wide design and treatment
Identify and pursue alternative funding to close the gap in funding
Complete the Preliminary Engineering Report
Implement a pilot study to support treatment technology selection
Begin the water and sewer rate study
Develop materials for Council consideration of water softening
Develop a communications and engagement plan for water and treatment
Complete well 20 and contract for well 21
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The following memo has brief updates on each of these items:
Dispute Discrepancies
Following the release of the CDWSP, staff and consultants identified areas of discrepancy
between the plan and the intention of the plan as defined by the community working groups;
mainly, to provide safe drinking water to east metro communities impacted by PFAS. These
discrepancies existed mostly because of the State’s lack of understanding of Woodbury’s water
system and fell into three main categories: capacity of water coming from the Tamarack Well
Field, clear well storage at the treatment facility and planning for Woodbury’s 2040 population
appropriately. Together these discrepancies totaled over approximately $45 to 50 million in
funding that staff and consultants believed the plan should include but does not.
In response to the three main funding gaps identified for Woodbury in the CDWSP, Staff
developed and issued to the State six technical memos in an iterative process outlining
municipal water system needs and operational requirements, justifying, and proving reasoning
as to why certain costs should be covered under the CDWSP. Supporting the technical memos,
staff responded to follow-up questions from the State and have meet in person on at least three
occasions to discuss merits of our ask and position. While the efforts have been onerous and
time consuming, they have resulted in substantial funding adjustments under the CDWSP in
support of Woodbury. The attached August 12, 2022, letter details the State’s updated position
on these items and is worthy of celebration. Successes included:
•

Maintaining existing draw from the Tamarack Wellfield resulting in the continued
benefit of past capital investment and limiting additional need for future “non-eligible”
capital investment to make up in lost water production capacity under the CDWSP.

•

State acceptance of adjustment to population assumptions in the CDWSP to reflect more
accurately current and future population by 2040.

These two State accepted modifications to the CDWSP are estimated to increase eligible funding
by $24 to 28 million dollars and reducing the identified funding gap by an equal amount.
Funding for System-Wide Treatment
Throughout the more than three-year effort to develop the CDWSP, Woodbury Council, staff
and resident participants have been advocating for water treatment to the lowest feasible
detectable level of PFAS. With the June 15, 2022, Environmental Protection Agency’s (EPA) new
draft guidance on specific PFAS parameters, the State has determined they will fund the design
of system-wide PFAS treatment for Woodbury. Additionally, at the time of release of
forthcoming Minnesota Department of Health (MDH) Health Based Values (HBVs; anticipated
at the end of 2022) or the Environmental Protection Agencies (EPAs) maximum contaminant
levels (MCLs; anticipated end of 2023), should additional wells meet or exceed an HI of 1 using
the new values, the State has acknowledged the potential for reimbursement of the construction
costs for treatment based on cost effectiveness and eligibility of projects under the Settlement
and as identified in the CDWSP (i.e. cost share).
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At this time, based on the released EPA guidance values, staff believe at least two of the five
remaining wells would likely be covered under the CDWSP, with the possibly of up to four or
five being eligible depending on final established standards, release date of standards, and
availability of water quality data.
Identify and Pursue Alternative Funding to Close the Gap in Funding
Spring 2022, submissions were completed for congressionally directed spending (CDS) for a
well manifold pipe project to U.S. Representative McCollum, Senator Klobuchar and Senator
Kent. The submission was a request for $4.4 million and would require a 20% match. All three
have supported Woodbury’s request; Representative McCollum put forward for $3,452,972 and
Senator Klobuchar and Smith for $1.8 million. It is understood the CDS will likely be approved
with a total amount somewhere between McCollum’s and the Senators requests. Senator
Klobuchar and Smith also moved forward a $468,000 request for the Bielenberg watermain
project, which will be completed in conjunction with the Gold Line project. It is likely final
decisions on these CDS project will come in Fall 2022. Representative McCollum visited
Woodbury’s temporary water treatment plant on August 3, to learn more about Woodbury’s
project and demonstrate her support.
Water and Sewer Rate Study
The Water Rate Study was kicked-off spring 2022, allowing for consultants Carollo to complete
the work of reviewing our current rates and capital program needs. With the PER concluding
soon, they will be able to also analyze the possible impact of including system-wide treatment
for PFAS, designing for softening, and building softening.
Preliminary Engineering Report
The PER is coming to a close, a comprehensive update will be provided in November. The PER
includes: pipeline analysis and alignment selection, conceptual water treatment plant (WTP)
layout and treatment technology selection, defining non-treatment infrastructure needs, critical
path items (permitting, etc.) and a matrix of all the project with clarity around project costs.
This body of work has provided information needed for staff to more clearly understand the
funding gap between the settlement supported project components and system-wide treatment,
which Council has directed staff to include in the PER at the October 20, 2021 workshop.
Implement Pilot Study
The pilot study has been designed and initiated with multiple communications and
question/response sessions having been held between Woodbury and the State ultimately
succeeding in State agreement on the study. In an effort to compress timelines on the pilot
process a multi-phase approach has been developed (Phase 1, Phase 2a and 2b, and Phase 3).
Based on draft Phase 1, 2a, and 2b findings, Staff have developed and submitted to the State two
technical memorandum work plans for Phase 3 resulting in State agreement on a modified
Phase 3a and Phase 3b approach. Phase 3a and 3b are currently being implemented at two sites
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in the system and will operate for up to the next 12-18 months verifying best treatment
technology.
Water Softening
A memo is schedule to be provided to Council in later August or September which identifies
benefits and costs of including water softening as part of the water treatment project. At Council
direction, the PER was developed ensuring decisions are not made which preclude the
possibility of softening in the future. Staff’s preliminary recommendation is that Council give
direction to include softening up to a minimum of 30% design of the facility. Even if the decision
is made to not build softening as part of the current project, inclusion in 30% design will ensure
that if a future Council were to want to provide direction to add softening to the treatment plant,
the pipes and infrastructure would be properly aligned to allow for the addition. Without
inclusion in 30% design, future addition would likely incur significant additional costs due to
lack of forward planning. If the water softening project moves forward, South Washington
Watershed has informally agreed to contribute an annual amount toward the bond payment
schedule to help support the project, exact amount is to be determined.
Communications and Engagement Plan for Treatment
The proposed communication and engagement plan will be presented at the September 28,
2022 City Council workshop. This effort is being funded by a recently established grant under
the CDWSP. Staff will continue to advocate in the best interest of our residents and businesses
in its work with the state to ensure an effective long-term solution is implemented for protecting
Woodbury water supply now and for future generations. Information will be updated at
woodburymn.gov/PFAS and the public updated as staff continue navigating this challenge.
Well 20 and 21
The public comment period on the permitting of Well 20 has expired and staff are developing a
response to the State on question(s) submitted. Permitting is anticipated be completed and
approved by October.
Construction of Well 20 is ongoing but continues to be significantly challenged by supply chain
disruption and availability of equipment specifically electronic components. On-lining is
projected early 2023.
Well 21 well design has been approved by the Minnesota Department of Health and contracting
for drilling has been completed. Drilling is scheduled to begin in mid-September 2022. Due to
supply chain issues being encountered with Well 20, staff have made modifications to the well
house construction phase of the project resulting in placement equipment orders well in
advance of that phase of the project. Even with these proactive steps, on-lining of Well 21,
assuming supply chain does not improve, is late 2023.
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High Priority Next Steps
Dispute discrepancies: Staff continue to discuss with the State need for clear well storage and,
address State questions and request for data in support of their determination of eligibility for
funding under the CDWSP. Funding gap for this item ranges between $12 and 25 million
dollars. Woodbury contends clear well storage would not be needed but for PFAS and should be
eligible under the CDWSP.
Ensure Maximum Funding for System-wide Treatment: Staff intends to meet with the City’s
environmental attorney’s, to assist in evaluating the State’s position legal and otherwise when
they determined to only cover wells at .5 HI, which were there at the time of the release of the
CDWSP. For a well to qualify for treatment, which had not in the original CDWSP, would need
to have an HI of 1.
Continue advocacy with the state related to Mayor’s recent letter: Specifically, the state has not
yet addressed concerns related the onerous grant process negatively impacting timelines, the
possibly of design/build and construction manager-at-risk, the upcoming expiration of
temporary treatment funding for future temporary treatment needs, project periodization, and
the frustrating back-and-forth questioning from the state related to many engineering and
technical decisions.
Water Rate Study: Staff recommends the Council refer review of the water rate study to the
Audit and Investment (A&I) commission for recommendation. The additional set of eyes from
the community experts on the A&I commission will ensure staff approach Council with the best
possible recommendations, that have been vetted by invested community members. If this route
is acceptable to Council, staff anticipate bringing the A&I Commission’s recommendations to
Council Spring 2023, in time for Council to make a decision on softening.
System-wide Treatment for PFAS Project Implementation: A design scope has been requested
from AE2S and Jacobs. When scoping is complete, the project will be brought to Council for
approval. Simultaneously, staff is coordinating with the State to develop a time sensitive grant
request and award strategy for funding of this work. Design scope development and grant
approval is being targeted for completion by late November, so following the November Council
workshop direction, the design effort can begin.
Written By:
Approved Through:
Attachments:

Mary Hurliman, Public Works Director
Jim Westerman, Assistant Public Works Director
Clinton P. Gridley, City Administrator
1. August 12, 2022 – Letter from the Co-Trustees
2. Updated 2022 – 2023 Project Timeline

August 12, 2022

Clint Gridley
City of Woodbury
8301 Valley Creek Rd
Saint Paul, MN 55125
Mary Hurliman
City of Woodbury
8301 Valley Creek Rd
Saint Paul, MN 55125
Jim Westerman
City of Woodbury
8301 Valley Creek Rd
Saint Paul, MN 55125
Dear Clint Gridley, Mary Hurliman, and Jim Westerman:
We appreciated the conversation with the City of Woodbury on August 10, 2022, to discuss whether
some water treatment plant (WTP) requests beyond what was included in the Conceptual Drinking
Water Supply Plan (Conceptual Plan) are eligible for reimbursement under the Settlement. It was a
productive meeting. Below we have documented our responses to a number of Woodbury’s requests to
help you prepare for your upcoming City Council meeting.
•

Increased pumping capacity at the Tamarack wellfield (TWF) from 9,600 gallons per minute
(gpm) to 15,800 gpm:
o This change from projects identified in the Conceptual Plan and its impact to design
and construction of water piping to the treatment plant and treatment for PFAS in
Woodbury is eligible for reimbursement under the Settlement.

•

Increased 2040 demand projection based on increased population:
o Designing for a water treatment plant (WTP) and associated appurtenances to
accommodate Woodbury’s projected increased 2040 demand (based on projections
provide on 6/29/2022) is eligible for reimbursement under the Settlement. Items such
as underground piping, the building shell, mechanical and electrical systems, and
related appurtenances necessary to construct a facility with a maximum capacity of
32MGD are eligible for reimbursement at this time. However, discussion on phasing of
treatment capacity to achieve the revised 2040 designed capacity such as treatment
vessels is required and eligibility for reimbursement will be based on when it’s
needed. Settlement-eligible details on said phased elements will be determined
following phasing discussions with the agencies and will need to be approved prior to
construction.

•

Settlement-funded storage of a 7-million-gallon (MG) ground storage tank:
o Water storage capacity, if needed to operate the treatment system (e.g., a clearwell
requirement to accommodate the PFAS treatment method selected and related
appurtenances) is eligible for reimbursement under the Settlement. Water storage

Clint Gridley, Mary Hurliman, and Jim Westerman
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capacity for growth and other purposes is not eligible. Additional information is
needed prior to determining the amount of storage that is eligible for reimbursement.
o

•

The additional information can be provided in Woodbury’s preliminary engineering
report (PER), an addendum thereto, or standalone technical memo to determine the
amount of storage eligible for reimbursement. The MPCA, DNR, and MDH are
available for discussion to ensure the information needed by the state to determine
cost eligibility for storage is clearly defined.

Use of Settlement funds to design and construct treatment of additional wells beyond what is
in the Conceptual Plan:
o Additional design costs for providing PFAS treatment to additional existing wells,
which are not currently included in the Conceptual Plan nor meet or exceed a health
index (HI) of 1 with current Minnesota Department of Health (MDH) health-based
values (HBVs) are eligible for reimbursement under the Settlement.
o

Following design, if Woodbury moves forward with construction of a project that
includes these additional wells prior to the forthcoming MDH HBVs (anticipated end of
2022) or EPA maximum contaminant levels (MCLs; anticipated end of 2023), there
would be potential for reimbursement of the construction costs if at the time of the
effective date of the new MDH HBVs or EPA MCLs the wells meet or exceed an HI of 1
using the new values. The level of reimbursement (i.e., cost share) of construction
costs would be based on cost effectiveness and eligibility of projects under the
Settlement and as identified in the Conceptual Plan.

o

A grant agreement must be in place prior to any bidding and construction costs
incurred and would detail portions of the project(s) that are currently eligible and
portions of the project(s) that would be potentially eligible in the future for
reimbursement, pending changing regulatory conditions described above.

While a number of important issues were covered during our meeting, we were not able to cover all of
the items brought up in recent correspondences from Woodbury (e.g., some items in the Mayor’s
August 5th letter). We commit to having further conversations on the topics of design build and
temporary treatment, in lieu of a formal response to those issues at this time.
Sincerely,

Kirk Koudelka

Melissa Kuskie

This document has been electronically signed.

This document has been electronically signed.

Kirk Koudelka
Assistant Commissioner
Minnesota Pollution Control Agency
520 Lafayette Road North
St. Paul, MN 55155

Melissa Kuskie
Assistant Division Director
Ecological & Water Resources Division
Minnesota Department of Natural Resource
500 Lafayette Road North
St. Paul, MN 55155
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WOODBURY WATER TREATMENT - 2022-2023 PROJECT TIMELINES | NOTES
1. Initial two month delay (Nov/Dec 2021) in PER/Pilot Studies due to grant
turnaround, approval, and review process by the State of MN.
2. Delays due to geology and supply chain (6 months)
3. Delay 1 month MDH approval

445 Minnesota Street, #1512, St. Paul, Minnesota 55101
P: 608.251.8983

March 7, 2022
Mr. Mark Ruff
City of Woodbury
8301 Valley Creek Road
Woodbury, MN 55125
Subject:

Request for Proposal
Water and Sanitary Sewer Rate Study

Dear Mr. Ruff and Members of the Selection Committee:
The City of Woodbury is seeking a qualified consultant to perform a comprehensive Water and Sanitary Sewer Rates Study.
This study is being conducted in large part to better understand the financial impacts associated with the City’s capital
improvements plans, specifically the potential costs associated with a new water treatment facility designed to treat PFAScontaminated groundwater. These projects present both an engineering and a financial challenge for your utility: how to
fairly allocate and pay for these investments.
Carollo Engineers, Inc. (Carollo) understands the complex demands at stake. As a leader in cost of service rate setting with
hundreds of successful studies, this Carollo team possesses the knowledge, resources, and capabilities to provide the
engineering backstop required to support this critical undertaking and provide a solution that supports both your financial
and engineering needs. The Carollo team also offers the following benefits:
 Experienced Team. The individuals included on our proposed team have collectively provided more than 300 financial
planning studies for municipal utilities across the country. We have included industry experts in PFAS treatment, as well
as local staff who understand the region and your specific rate study drivers. Our Project Manager Mark Panny is an
expert in tiered rates and has managed several recent rate studies in the Midwest.
 Combined Engineering and Financial Approach. Rate setting and engineering go hand-in-hand, and Carollo’s proposed
team has skilled staff in both of these areas. This allows us to thoughtfully allocate rates in a fair and equitable way, which
benefits the City by having a rate study that is backed by engineering principles.
 Communication Experts. Rate studies nearly always end in a public meeting or hearing. With Carollo’s assistance and
preparation, the City can plan these meetings with confidence. Our team has led dozens of successful public outreach
efforts across the country, with utilities ranging from a few thousand to some of the largest in the country. We will craft a
messaging plan that will work for you and your stakeholders.
We are confident that we will help establish water and sanitary sewer rates that help the City achieve your goals. Our team
is ready to hit the ground running and is well prepared to meet your schedule. Should you have any questions in regard to
this RFP response, please contact Mark via email at mpanny@carollo.com or phone at (609) 602-3613.
Sincerely,
CAROLLO ENGINEERS, INC.

Jennifer Ivey, P.E.
Mark Panny				
Project Manager				Vice President

1

Table of Contents
Title Sheet (Cover Letter)....................................................1
Table of Contents.................................................................2
Firm Overview ....................................................................3
Identification and Qualification of Personnel ..................5
Detailed Approach to Scope of Services ........................11
Compensation and Task by Team Member .....................17
References.........................................................................18
External Funding & Programs..........................................23

2

Firm Overview
Carollo combines financial expertise with 89 years of water
engineering perspectives to yield tailored rates based on
the functional and practical design of each system.
FIRM PROFILE

National Water and Wastewater Experts

Carollo Engineers, Inc., is the largest engineering firm
in the United States dedicated solely to water-related
engineering—it’s all we do. This targeted expertise
allows us to focus on developing cost-effective,
innovative, and reliable solutions to help our clients
implement best value solutions to protecting public
health and the environment. It also allows us to recruit
the brightest minds in the water industry, train our staff
on the issues impacting water and wastewater, and lead
the industry with innovative ideas tailored to the specific
needs of our clients. Carollo is guided by a culture of
teamwork and integrity. Embracing the firm’s rich history
and solid reputation for offering professional excellence,
our employees have a shared mission to provide
exceptional service to our clients. We are dedicated
to overcoming challenges, seizing opportunities, and
“Working Wonders with Water.”

With more than 1,200 employees, Carollo is the nation’s
largest environmental engineering firm specializing
exclusively in the planning, design, and construction of
water and wastewater facilities. Since 1933, Carollo has
successfully completed more than 25,000 projects for
public sector clients. Carollo is currently ranked within
Engineering News-Record’s (ENR) top 10 design firms
and among the top firms for water and wastewater
treatment plant design.

89

49 300+
OFFICES IN
22 STATES

YEARS DELIVERING
WATER/WASTEWATER
SOLUTIONS

1,200

CAROLLO EMPLOYEES
NATIONWIDE
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COST OF SERVICE/RATE
STUDIES COMPLETED
BY CAROLLO

25K
WATER AND
WASTEWATER
PROJECTS

CITY OF WOODBURY // WATER AND SANITARY SEWER RATE STUDY

CAROLLO
by the numbers

Carollo recognizes the need to understand per- and
polyfluoroalkyl substances (PFAS) with a focus on source
mitigation. Carollo has designed many PFAS treatment
facilities specifically for water utilities and has been
tracking PFAS in wastewater for more than a decade.
A Carollo-led team is currently working with several
agencies to provide industry guidance on PFAS source
evaluation, mitigation, and management strategies
that recognize water reclamation facilities are not the
source of PFAS.
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FIRM OVERVIEW

INTEGRATED ENGINEERING AND
FINANCIAL MANAGEMENT
Carollo brings water and wastewater engineering,
as well as financial experts under the same roof.
This combination of experts provides the City with a
team that is already directly knowledgeable about the
engineering and capital planning work and the iterative
nature of those items when combining them with the
rate setting process. Our approach for this study results
in comprehensive rate analysis supported by the value
added through engineering expertise and our knowledge
of your systems. More simply stated, engineering
understanding strengthens the rate-setting process and
provides excellent study results.

However, these solutions must be executed within the
context of sound, innovative business practices to be
successful in the utility market, which faces constant
challenges such as new regulations, cost increases, and
uncertain customer demands. Our goal is to prepare
utilities with information and advice that allows them to
provide successful creative solutions.

$
ENGINEERING
BASIS

Rate Study Leaders
For 89 years, Carollo has provided water and
wastewater system planning and financial services
to utilities throughout the United States. Collectively,
our proposed project team for this study has provided
financial planning services for more than 100 utilities.
We have performed work for clients with service area
populations ranging in size from several hundred to 4
million residents.

PUBLIC
ENGAGEMENT

FINANCIAL
EXPERTISE

CAROLLO’S
RATE SETTING
RESOURCES

RATE
LITIGATION
EXPERIENCE

DATA SCIENCE
TOOLS

CAROLLO FINANCIAL
MANAGEMENT GROUP

Carollo has the necessary resources to develop this rate study
and tackle the unique challenges facing the City.

To achieve success in the cost-conscious and resultsdriven modern utility market, it is important for utilities to
provide creative technical solutions executed within the
context of sound business practices. Combined with the
technical expertise in water and wastewater systems,
the Carollo Financial Management Group (FMG) has
been successfully helping its clients like no other
consultant in the industry can.

The FMG is comprised of professionals who have
proven and practical experience delivering innovative
business practices to the public sector, specifically
tailored to each client’s needs. We provide a broader
range of services beyond rate studies. Our services
appear within the following six disciplines:

CAROLLO // PROPOSAL // MARCH 2022
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 Finance, Funding, and Economic Sustainability.
 Asset Management.
 Strategy and Business Case Evaluations.
 Information Management.
 Organizational Development.
 Operations and Maintenance Management.

CITY OF WOODBURY // WATER AND SANITARY SEWER RATE STUDY

The FMG works with utility managers to effectively
administer business operations with creative solutions
to evolving challenges as a leading environmental
engineering and consulting firm focused in the utility
market, our experts understand the unique hurdles that
agencies face. It is important for utilities to continue
providing creative technical solutions.
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Identification and
Qualifications of Personnel
We have dedicated a team to your project with extensive
experience in updating and developing rates and charges for
agencies throughout the United States.
A TEAM THAT UNDERSTANDS YOUR
PROJECT AND WILL MEET YOUR
NEEDS
Integration and collaboration on capital plans and rate
analyses among City Departments is key to success
for this rate study. Our project team has practical and
relevant experience in all technical aspects of the project.
Our well-conceived project approach and a commitment
to your project goals will result in a clear rate structure
that meets the City’s pricing objectives, especially as
they relate to conservation and project funding.

Our financial team’s expertise combined with our
understanding of the City’s systems will help facilitate
informed and defensible results. Our team members
will collaborate with you from day one to ensure we
are on the same page with the City and that we deliver
solutions around your specific utility and rate needs.

We have dedicated a team with extensive experience in
utility rate studies for agencies throughout the Midwest
and the United States.
Our proposed team is illustrated in the organizational
chart below. Our experienced financial consultants will
lead the day-to-day development of the rate model and
financial plan. We have also included experts in PFAS
and engineering to provide the needed insight into
these topics.

LOCAL EXPERIENCE WITH NATIONAL EXPERTISE
Our experience with other agencies in the Midwest offers
us insight on significant drivers, while our nationwide
resume gives us broad experience with alternative
rate approaches.
WE ARE ENGINEERS WITH FINANCIAL EXPERTISE
Our interdisciplinary team has financial experts capable of
building a nuanced and accurate financial plan, along with
engineering staff that can help with inputs and assumptions
and understand the unique PFAS driver behind this project.
WE WROTE THE BOOK
We are contributing authors of industry manuals that
guide rate-making principals.

JENNIFER IVEY PE

NOAH JOHNSON PE

EVA STEINLE-DARLING PE

CLIENT SERVICES MANAGER

TECHNICAL ADVISOR (PFAS)

MARK PANNY
PROJECT MANAGER / LEAD ANALYST

KIM LIGHTNER

KARLY NOCERA

SUPPORT ANALYST

SUPPORT ANALYST

CAROLLO // PROPOSAL // MARCH 2022
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PRINCIPAL-IN-CHARGE
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IDENTIFICATION AND QUALIFICATIONS OF PERSONNEL

A FEW MINUTES WITH YOUR PROJECT MANAGER

Mark Panny Project Manager
Mark is a professional analyst in Carollo’s FMG with nine years of experience.
He specializes in financial forecasting and data analysis. He is a subject matter
expert in tiered rates and developing budget rates, as well as developing demand
usage analyses and projections. During his time at Carollo, Mark has contributed
to a variety of financial and engineering planning projects for municipal utilities
throughout the U.S., including DuPage County (IL), City of Houston (TX), City
of Papillion (NE), Orange County Sanitation District (CA), City of Naperville (IL),
Northwest Suburban Municipal Joint Action Water Agency (IL), Unified Government
of Wyandotte County and Kansas City (KS), and many more. This experience will
be utilized to accurately and efficiently review your data and generate the insights
needed to support this project and its recommendations.

Q: What sets your team apart?
Carollo Engineers is the largest engineering firm in the U.S. that focuses solely on water and wastewater. That sets our team
apart in two ways.
First, we are financial experts within an engineering firm. That means we look at problems beyond simply a financial
lens. We understand the interplay of engineering, operations, communications, and finance, which makes for a more
holistic approach.
Second, as a firm that specializes in water and wastewater, we understand the unique drivers that utilities like yours must
address. We don’t take one-size-fits-all approaches from other infrastructure projects and try to overlay them on your
challenges. Instead, we identify your specific challenges first and then tailor our approach based on our years of experience
with similar utilities.

Q: What is your local experience with similar utility rate study projects?
In the last several years, we have worked with several agencies in the Midwest/Great Lakes region, including rate studies
for Papillion, NE, and Naperville, IL; financial planning for Northwest Suburban Municipal Joint Action Water Agency (IL) and
DuPage County, IL; and data management and planning for Unified Government of Wyandotte County and Kansas City, KS.
In November 2021, our team completed a water and sewer rate study for the City of Naperville, Illinois. Naperville is a
suburb of Chicago, similar to Woodbury as a suburb of Minneapolis. Also similar to Woodbury, Naperville was considering
several CIP scenarios. During the course of the study, we built several scenarios into the model to give the City and its
leaders multiple options to consider. As options were eliminated, the remaining options became further refined until the final
scenario was ultimately brought before the City Council and unanimously approved.

Q: What is your priority as the project manager?
My top priority as project manager is communication. While completing the full scope of services without errors, delays,
or budget overruns is a priority, I have found that the key to doing so is regular communication at multiple levels. I will be
regularly communicating with the City’s project manager, and our analysts will be regularly communicating with the City’s
subject matter experts. This helps us anticipate challenges, quickly address them, and move on to the next task.
It would be overly simplistic to say that sound communication makes everything else fall into place, but it certainly makes a
successful project more likely.

CAROLLO // PROPOSAL // MARCH 2022
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Our experience in Naperville highlights another key consideration that Woodbury should consider as it selects a rate
consultant: accuracy. Naperville had to engage Carollo in large part because its previous rate study had significant
inaccuracies that were uncovered after the fact. Our team understands that when you hire us, you are placing your trust in
us to deliver accurate results. You should never settle for less.
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IDENTIFICATION AND QUALIFICATIONS OF PERSONNEL

TEAM MEMBER QUALIFICATIONS

Jennifer Ivey, PE Principal-in-Charge
Jennifer is a vice president at Carollo with more than 24 years of extensive experience in
management and finance for water and wastewater utilities, including multi-year financial
planning, rate and charge studies, and cost of service projects. Jennifer leads the FMG,
and is currently active in industry associations, including the AWWA Rates and Charges
Committee, and the WEFTEC Utility Management Committee. She is a contributing author
for the AWWA’s updated Principles of Water Rates, Fees, and Charges M1 Manual and was
a reviewer for WEF’s updated Manual of Practice 27: Financing and Charges for Wastewater
Systems. She recently developed a conceptual water rate study for the Northwest Water
Commission and NSMJAWA for a potential new water supply system. Her recent experience includes:
 Principal-in-charge for the City of Naperville, Illinois, Water and Wastewater Financial Plan and Rate Study
 Principal-in-charge for the City of Papillion, Nebraska, Water and Sewer Rate Study and Regulatory Audit
 Project manager for the City of Houston, Texas, Combined Utility System Water and Wastewater Rate Study

Eva Steinle-Darling, PE Technical Advisor (PFAS)
Dr. Eva Steinle-Darling has 15 years of experience in all aspects of advanced treatment
projects, including research, planning, feasibility studies, permitting, and advanced process
design. Her areas of technical expertise include membrane processes, advanced oxidation,
filtration, GAC, IX, and other advanced treatment processes for contaminant removal. Eva
has served as a technical advisor on a number of projects related to the treatment of PFAS in
groundwater including:
 Technical advisor for the City of Pleasanton, California, PFAS Treatment Alternatives and
Implementation Plan
 Technical advisor for the City of Corona, California, PFAS Removal Study
 Technical advisor for the Orange County Water District, California PFAS Treatment Systems Planning Study

Noah Johnson, PE Client Services Manager
Noah has 11 years of experience with water and wastewater process engineering,
specializing in project development and design of municipal water and wastewater treatment
facilities. Noah sits in Carollo’s St. Paul office, and served as a Senior Engineer for the
Metropolitan Council. His recent wastewater experience includes design of water reuse
systems, pathogen reduction, groundwater control, odor control, preliminary treatment, and
secondary treatment upgrades. His recent project experience includes:

 Process engineer for the Mora Wastewater Treatment Facility Phosphorus Improvements, City of
Mora, Minnesota
 Treatment services engineering representative for the East Bethel WRF, Metropolitan Council Environmental
Services, St. Paul, Minnesota
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 Project manager for the Metro Wastewater Treatment Plant Water Systems Preliminary
Design, Metropolitan Council Environmental Services, St. Paul, Minnesota
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Kim Lightner Supporting Analyst
Kim is a financial analyst in Carollo’s FMG with five years of experience in financial model
updates, cost of services analyses, and rate design for water, wastewater, stormwater,
and solid waste utilities. She has served multiple utilities throughout the West with cost of
service studies and rate designs. Kim brings a solid data management and financial planning
background to Naperville. She also assists clients with state grants programs such as
applications, disbursement requests, and other fiscal administration-related tasks. Her recent
experience includes:
 Analyst for the Napa Sanitation District, California, Cost of Service Rate and Capacity Charge Studies
 Analyst for the City of Houston, Texas, Combined Utility System Water and Wastewater Rate Study
 Analyst for the Orange County Sanitation District, California, Cost of Service Rate Study

Karly Nocera Supporting Analyst
Karly is a staff financial analyst at Carollo with over 2 years of experience in water resource
management, with expertise in water quality concerns, and securing affordable access.
Projects include benefit cost analysis, valuation, rate structure design, subsidy targeting, and
system resiliency analysis. As a Financial Analyst, Karly will work with Mark and Pierre to
develop the Excel model used for the analysis, compiling and analyzing all data, and preparing
reports and other deliverables for the study. Her recent experience includes:
 Analyst for the City of Naperville, Illinois, Water and Wastewater Financial Plan
and Rate Study
 Analyst for the City of Houston, Texas, Combined Utility System Water and Wastewater Rate Study
 Analyst for San Antonio Water System (SAWS), Texas, Water, Wastewater, Recycled Water Rate Study

CITY OF WOODBURY // WATER AND SANITARY SEWER RATE STUDY
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IDENTIFICATION AND QUALIFICATIONS OF PERSONNEL

QUALITY ASSURANCE / CONTROL
Quality is integral to everything we do as an engineering
firm. In some projects, it truly is a matter of life and
death. As a result, Carollo’s culture places quality
management at the very highest tier. We understand
that you have no time or patience for incorrect analyses.

In the past five years, Carollo has engaged in
more than a dozen innovative PFAS, research,
pilot, planning, and full-scale design projects for
PFAS contaminated groundwater. This experience
has helped us develop strategies and effective
treatment designs.

CAROLLO // PROPOSAL // MARCH 2022
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Carollo utilizes a quality management tool to assign,
track, and document all quality assurance and control
activities. This tool allows the Project Manager to
assign reviewers and deadlines for reviews of the Excel
models, technical memoranda, study reports, and all
other deliverables. Once the review is complete, the
reviewer updates the tool, so the review is properly
documented. Through this process, and the steps
outlined above, Carollo will review the accuracy of data
and calculations, so that the proposed rates accurately
reflect the City’s costs and customer base.

CITY OF WOODBURY // WATER AND SANITARY SEWER RATE STUDY

Our Technical Advisor Dr. Eva Steinle-Darling
will serve a crucial role on our team, helping to
translate your ongoing water treatment facility
project and associated cost estimates into the
assumptions and inputs used in our rate model.

4. The quality manager will perform a final review before
materials are provided to the City.

dit
Au

PFAS PLANNING AND DESIGN
EXPERIENCE

3. The quality manager will then perform an in-depth
check of all projections, calculations, and reports. If
any anomalies are identified, the analyst and project
manager will incorporate any necessary changes.

w
vie
Re

Not only is it a waste of your time and resources, but
it also places the City at risk for challenges. Due to
the particular sensitivity of rates and fees, accuracy of
the data analysis and fee calculation is imperative. To
provide accuracy of the calculated rates and charges,
our approach includes a layered approach to quality
management. Each element of the project will be
subject to a multiple step QA/QC process as outlined in
the graphic to the right.

2. Next, the project manager will complete a detailed
review and any necessary changes will be incorporated
by the analyst.

ng

Carollo’s project manager will maintain regular
communication with the City’s project manager and
will plan to meet at least biweekly via conference call to
review the status of action items and deliverables and to
keep the City updated on project schedule and budget.
Carollo’s project manager will provide project status
reports with each monthly invoice.

1. After each project element is completed by the analyst,
it will be reviewed first by the analyst who prepares the
calculations.

Q

PROJECT MANAGEMENT
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IDENTIFICATION AND QUALIFICATIONS OF PERSONNEL

FIRM EXPERIENCE

THE RIGHT EXPERIENCE FOR YOU
With our combined financial and engineering expertise, we understand the
importance of the right tool for the job. Whether analytical, linear, qualitative, or
strategic, we have the necessary tools and have successfully developed them for
clients across the U.S.
We have summarized examples of similar project experience and references on
the following pages. We take pride in the continuing relationships with our clients
and encourage you to contact our references who will attest to the quality of
service and responsiveness provided by our team members on similar projects.
While not a complete list, the map below demonstrates our team’s ability to
deliver sound and legally defensible financial services nationwide. We bring the
largest variety of real-world experience to address your specific issues.

Seattle Public Utilities
City of Tacoma
City of Renton
City of Portland
Clean Water Service
City of Redding
Sacramento County Department of Water Resources
City of Sacramento
City of Vacaville
Sacramento Regional County Sanitation District
West County Sanitation District
Napa Sanitation District
Sewerage Agency of Southern Marin
Marin Municipal Water District
City of Pinole/City of Hercules
EBMUD
San Francisco Public Utilities Commission
City and County of San Francisco
City of San José
Pajaro Valley Water Management Agency
City of Reedley
City of Lindsey
Palmdale Water District
City of Simi Valley
City of Oxnard
City of Los Angeles Bureau of Sanitation (LASAN)

King County

Clackamas County

City of Medford

Northwest Water Northwest Suburban Municipal
Jordan Valley Water
Commission Joint Action Water Agency
Rodeo Sanitary District
Conservancy District
Dupage County
Delta Diablo Sanitation District
Mount Werner Water
Sacramento CWA
City of Naperville
and Sanitation District
County of Washoe
City of Omaha
City of Papillion
CA Association of SA
Dominion Water
Unified Govt. of
City of Modesto
Denver Metropolitan
and Sanitation District
Wyandotte County
Marina CCWD
City of Arcadia
Arapahoe
County
Water
City of Upland
City of Kansas City
Monte Vista WD
Centennial Water and & Wastewater Authority
Las Vegas
Sanitation District
San Antonio Water Company
City of Nichols Hills
Jurupa Community Services District
IEUA Goodyear
Oklahoma City WUT
EOCWD
City of Scottsdale
State of Oklahoma
WRCRWA
City of Tempe
OC San
City of Queen Creek
Hi-Desert
City of Mesa
Irvine Ranch Water District
Mount Pleasant Waterworks
Ak-Chin Indian Community
Ft. Worth
El Toro Water Ditrict
Riverside
South Coast Water District
City of Chandler
EMWD
Santa Margarita Water District
Diamondhead Water
WMWD
South Orange County Wastewater Authority
Santa Ana Watershed Project Authority El Paso Water Utilities
and Sewer District
City of San Clemente
Public Service Board
City of Corona
City of Oceanside
Padre Dam Municipal Water District
City of Carlsbad
Austin
City of Orlando
Corona del Mar
San Antonio Houston
San Antonio
San Diego County Water Authority
Hillsborough County
River Authority San Antonio Water System
City of Chula Vista
Manatee County
Corpus Christi
City and County of Honolulu
City of Boynton Beach
Lee County
Town of Davie
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Our financial team’s successful history in delivering more than 300 similar projects combined
with our technical expertise and engineering background gives you confidence that you have
the right team on board that has your best interest in mind.
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Detailed Approach to
Scope of Services
One-size-fits-all approaches result in one-size-fits-all
answers. We will focus on your unique challenges, allocate
costs in a fair and equitable manner, and keep all stakeholders
engaged during the process.
PROJECT UNDERSTANDING
Carollo understands that the City of Woodbury (City) is
seeking a qualified and experienced water and sewer
rate consultant to update its current rates for these
services. Carollo understands that this rate study is
chiefly driven by the City’s planned water treatment
facility, which is intended to treat the City’s water for
per- and polyfluoroalkyl substances (PFAS). As a member
party of a settlement with the 3M Corporation due to
their production PFAS in the region, Woodbury must
carefully plan these capital projects and their associated
sources of funding as it builds the largest PFAS
treatment facility in the United States.
Carollo also understands that conservation is a top
priority for Woodbury. As a steadily growing city in the
Minneapolis-St. Paul metro area, Woodbury anticipates
substantial water and sewer demand over the coming
decades. Without careful planning, this increased
demand could stress the City’s water sources of supply.
Carollo understands that the City would like its rate
structure to incorporate conservation at the forefront.

Additionally, Carollo understands that the City wishes to
examine its billing frequency. The City currently bills its
residential customers on a quarterly basis. While this is
likely simpler and more cost-effective for the City from
a billing and customer service perspective, it also likely
CAROLLO // PROPOSAL // MARCH 2022
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PROJECT APPROACH
Carollo’s approach to this rate study will be tailored to
the needs of the City of Woodbury. We have gathered
information on some of the City’s top priorities for
this study, such as funding the PFAS water treatment
facilities, considering changes to the tiered rate structure
and billing frequency, and incorporating conservation into
the rates, among other drivers. Throughout the course
of the study, we will consistently check-in on these
drivers with City staff to confirm that we are meeting
your expectations and on track to delivery an excellent
finished product.
While the study will be tailored to the needs of the City
however, it will also be grounded in a consistent and
repeated approach that we have used with all of our
clients to great success. This approach revolves around
a commitment to accuracy, where every calculation
is vetted multiple times. It is centered on industry best
practices related to cost-of-service rate setting, creating
the best nexus between the rates charged and the
cost drivers of the City. This step is often overlooked
but it is critical because it is what justifies the rates
and mitigates the risk of challenges. Finally, it is tied
together with clear communication and outreach
throughout the rate process. We want to anticipate the
needs and questions of your stakeholders and be able
to answer them before problems arise. Too many rate
studies look at outreach as the last step, but we see it as
integral to every task of the study.

CITY OF WOODBURY // WATER AND SANITARY SEWER RATE STUDY

Finally, Carollo understands that the City wants to
balance desired rate structure changes with the
feasibility of making those changes. The current tiered
rate structure has not been updated in several years.
While there may be a desire to update these rates,
customers have become accustomed to these rates
and the impact of sudden changes, or “rate shock,”
must be accounted for. Carollo understands that any
changes must be justified by the cost-of-service and
must not create more challenges for the City than they
attempt to solve.

results in conservation trade-offs because customers
do not receive water usage price signals very regularly.
Furthermore, it is inconsistent with how other customer
classes are billed. Therefore, Carollo understands that
the City desires a careful examination of this issue, with
detailed recommendations to follow.
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DETAILED APPROACH TO SCOPE OF SERVICES

PROPOSED SCOPE OF SERVICES
Based on the City’s outlined tasks in the RFP, Carollo
has split its scope of services into two different phases.
The first phase will consist of the preliminary model
development and rate study results. This will lay the
foundation for the second phase, when Carollo and the
City will collaborate to update the model to generate
the final results. The second phase will also incorporate
several scenario options as outlined in the RFP.

1. Establishing lines of communication between Carollo
and the City.
2. Clearly defining what a “successful” rate study looks
like and understanding the City’s overall goals.
3. Clarifying expectations for deliverables.
4. Discussing project schedule and milestones.
5. Reviewing the pending data request.

Phase I: Preliminary Model Development

6. Identifying potential challenges.

Carollo will develop a draft rate model in Microsoft Excel,
incorporating the following tasks.

7. Mapping out a communication strategy for engaging
stakeholders.

Data Collection and Kick-Off

Following this meeting, Carollo should have clear
direction, along with a plan to close any gaps of
knowledge that are identified.

Carollo will begin the rate study by preparing a data
request for the City. This data request will outline all of
the data items that Carollo anticipates needing for the
preliminary model development. Many of these data
sources are outlined in the RFP, including utility billing
data from CIS Infinity, utility operations expenses,
preliminary costs for the water treatment facility, and
other financial and engineering data.
This data request will precede a Kick-Off meeting to
be held with key Carollo personnel and City staff. We
believe that the kick-off meeting sets the tone for a
successful rate study and intend to have a productive
and efficient meeting with staff that includes but is
not limited to:

User Data Analysis
Carollo has extensive experience working with a wide
variety of customer billing data. We have worked with
agencies that have advanced metering infrastructure that
takes meter readings every 15 minutes, and we have
also worked with agencies that received meter readings
annually and can only bill on the property tax rolls. The
key to working with any agency’s user data, regardless
of the billing frequency or the size of their service area,
is to formulate a data analysis plan with staff input.

Understanding
historical usage patterns
is a critical first step in
a potential transition
from quarterly to
monthly billing for
the City’s residential
customers. Without
unforeseen impacts
could accompany rate
changes.
Our team leads the
industry in data analysis
for water and wastewater utilities and financial studies. Our approach uses a number of detailed methods to
understand your system and your customer demands.
This understanding will build the foundation of a successful rate study. We will closely analyze your customer
demands to quantify how each customer class is using the system and develop a more robust demand forecast.
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this understanding,
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Carollo will begin our user data analysis with a detailed
analysis approach that will be shared with City staff
for input. This analysis approach will outline the input
data, the intended outputs, and the quality checks to
be performed.
Rate Structure Changes
Our team has worked with agencies across the country
to tailor rate structures to the needs of both the utility
and the community. We are well versed in the impacts
and trade-offs that accompany the different rate
structures available. As part of this task, Carollo will
prepare a matrix of rate structure options for City staff to
consider, including a review of drivers such as:
 Ease of administration and understanding.
 Cost to implement.

 Potential cost to the City for additional billing and
customer service.
 Extrapolating monthly billing trends based on
quarterly billing data.
Some of these items will be explored during this task
(specifically the last two bullets), while others will be
more pertinent to Phase II of the study when direct rate
changes are more closely reviewed.
Deliverables
Carollo will have four primary outputs from this task:
 Rate structure change matrix and review.
 Summary of water and wastewater consumption by
class and by month.

 Data requirements.

 Summary of water and wastewater billing by class
and by month.

 Nexus with cost of service and defensibility.

 Customer class and system peaking factors.

 Price elasticity, or how marginal increases in rates
changes marginal water consumption.
 Affordability.
During Phase II, Carollo will proceed with a shortlist of
options selected from this matrix by City staff.
Conservation
Carollo also understands that conservation is an
important driver for the City. With water supply nearing
capacity, the City must carefully monitor and, to the
extent possible, incentivize conservation to maintain
supply reliability.

Quarterly to Monthly Billing
Carollo also understands that the City would like to
consider transitioning its quarterly billed customers to
a monthly billing cycle. There are several impacts that
must be considered, including but not limited to:
 Customer messaging to prepare for the transition
 Affordability benefits for customers paying a lower
but more frequent bill.
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Carollo will develop a long-range financial plan in the rate
model, with a focus on the next five years, but with the
capability to forecast at least 30 years into the future. As
outlined in the RFP, Carollo will incorporate the following
major inputs.
Revenue History and Projections
Building from the User Data Analysis in Task 1, Carollo
will forecast usage and billing revenue. This forecast will
incorporate long-range population growth assumptions
from publicly available sources and the City’s own
estimates. Carollo will also provide recommendations
and input on other important assumptions, specifically
per household conservation and price elasticity.
Expense History and Projections
Carollo will begin its expense projections with the City’s
actual operating expenses over the last several years
and planned budget for the next year. Carollo will then
forecast these expenses using cost escalation factors
that are specific to the cost item. For instance, salary
and benefits will be escalated using a labor escalation
factor, while chemicals will be escalated using a
supply-specific escalation factor. This provides a more
robust forecast.
Carollo understands that a significant portion of the
operations and maintenance budget will be in flux during
Phase I of the study because the water treatment facility

CITY OF WOODBURY // WATER AND SANITARY SEWER RATE STUDY

Carollo has worked with dozens of agencies across
Texas, California, and the Southwest during recent
droughts and has deep experience with rate structures
that can be used to drive or respond to conservation. We
will bring this experience to this rate study, resulting in
recommendations that are intended not just to achieve
conservation but also maintain revenue resiliency.

Revenue Requirements and Financial Plan
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plan is still under development. These forecasts can be
refined during Phase II. Carollo will also rely upon our
expertise working on similar water treatment facilities,
bringing in experts in PFAS-focused water treatment
facilities who can provide input to better guide our
preliminary modeling.

Carollo, the rate model will automatically calculate the
needed revenue increases to achieve those targets. The
model user can then either implement those increases
or select an alternative rate adjustment scenario.
These scenarios will become essential during Phase II
of the study.

This task will also begin the process of functionalizing
and categorizing costs, an important step that will be
used in Phase II during the cost-of-service analysis.

Cash Flow

Sources and Uses of Funding
Carollo will gather the best available capital improvement
plan data from the City, with the understanding that
this will likely change during Phase II of the project.
Nonetheless, this draft CIP will be informative during
Carollo’s model development.
With the CIP incorporated into the model, Carollo will
then develop a funding sources and uses assessment,
identifying how each project is funded, whether that
be from debt, reserves, pay-as-you-go (Paygo), or other
sources. As part of this task, Carollo will also look at
alternatives to special assessments.
Carollo understands that the water and sanitary sewer
enterprises currently have no debt service obligations,
but that debt service, particularly general obligation
bonds, may be a source of funding in the future. Carollo
will develop a rate model that incorporates potential debt
issuances to offset CIP expenses. While Carollo can
perform some debt modeling at a high-level, Carollo will
rely upon the City’s financial advisor for final calculations
regarding debt issuances. Carollo will then take those
debt issuances and the associated debt service and
provide feedback on the impact on rates. Carollo will also
build debt covenant checks as needed into the model,
ensuring that the City is able to track metrics such as
debt coverage.
Net Position, Cash Flow, and Other Financial Tests

Net Position
Carollo will calculate the City’s forecasted net position
and cash balance during the forecast period. This will
provide immediate feedback to the model user to show
if the City is projected to meet its policy objectives or
not. If the City is not projected to meet Net Position
targets, or other policy targets that are provided to
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Other Tests
Carollo can also incorporate other tests into the model
if desired by the City. These tests can include debt
coverage when applicable and capital replacement
reserve tests.

Preliminary Results
At the conclusion of Phase I (by the end of May 2022),
Carollo will present the City with the draft rate model,
which will include:
 Forecasted usage and billing.
 Forecasted cash flow and net position.
 Recommended revenue adjustments based on the
draft CIP and current rate structure.
Carollo will hold a workshop with City staff to discuss
the results and next steps. Carollo will also plan to
attend and present at a City Council meeting. Both of
these meetings will focus on the results of the financial
plan and a discussion of next steps, with an eye toward
potential scenarios and options to consider.
Following this draft model delivery, Carollo and City
staff will discuss next steps for moving into Phase II
of the study.

Phase II: Cost of Service Analysis and Final Rate
Recommendations
Following the delivery of the Phase I results, Carollo will
transition into Phase II of the study, which will focus on
refining the rate model with close input from City staff
and leadership.

CITY OF WOODBURY // WATER AND SANITARY SEWER RATE STUDY

Carollo’s rate model will highlight two key tests:

In addition to Net Position, the model will also highlight
the City’s cash flow each year, showing if the City is
projected to achieve net positive income. In years where
the City is projected to not meet this threshold, the
model will automatically calculate revenue adjustments,
similar to the calculation used for Net Position.
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Cost of Service Analysis
Functionalization of Costs
During the revenue requirements analysis of Phase I,
Carollo plans to begin categorizing and functionalizing
costs. The functionalization of costs is intended to take
cost centers and individual line items, such as salaries,
chemicals, and utilities, and allocate them to the
functional category that they support in whole or in part,
such as wells, pumping, treatment, customer service,
and meters. Carollo will need significant input from City
staff during this process and will guide staff as these
allocations are developed.
Cost of Service Analysis
With expenses functionalized across the water and
sanitary sewer enterprises, the functional categories

WHAT SETS US APART: INDUSTRY
EXPERTS IN RATE STUDIES
Over the course of many successful projects,
our team has become a leader in cost-of-service
rate design and financial planning for agencies
of all sizes and in all regions. Our team regularly
presents at national conferences and publishes
in industry journals, placing us at the forefront of
this ever-changing field.
Both our Project Manager Mark Panny and our
Financial Management Group Lead Jennifer Ivey
are active in industry associations including the
AWWA Rates and Charges Committee and are
also contributing authors for AWWA’s updated
Principles of Water Rates, Fees, and Charges M1
Rates Manual. Additionally, Jennifer is leading
AWWA’s subcommittee to write a manual on
System Development Charges and is a reviewer
of WEF’s Manual of Practice 27: Financing and
Charges for Wastewater Systems.

are allocated to cost components, which will be closely
linked to the rates and fees in the final recommendation.
For water, Carollo will begin with the Base-Extra
Capacity approach outlined by the American Water
Works Association, and fine tune or alter as needed.
This approach begins with an allocation to base demand
capacity and then allocates increasing peak demands
to max day and max hour capacity. For sewer, Carollo
will begin with flow, biochemical oxygen demand,
and total suspended solids. Both water and sewer
will have allocations to customer service and other
administrative costs.
This step is critical for creating a nexus between
costs incurred by the utility and the rates charged to
customers. It creates a fair and equitable basis for
charging each customer for their usage of the water
and sewer systems. With a strong cost-of-service basis,
the rates are more defensible against challenges and
questions and are more likely to foster buy-in from key
stakeholders.
Allocation to Customer Classes
With cost components fully allocated, each customer
class will then receive an allocation of those
components based on their usage of the water and
sewer systems. For instance, customer service-related
costs will be allocated based on the number of bills
within each class, base usage costs will be allocated by
average annual usage for each class, and peak usage
costs will be allocated by max day and max hour peaking
factors for each class.
The extrapolated monthly trends for residential
customers will be closely scrutinized during this
step. Because all costs must be allocated to a class,
it will not just impact residential customers, but also
non-residential customers who will be allocated the
remaining costs not allocated to residential.

Rate Design and Calculation
The City first implemented tiered rates during the 2014
rate study. With several years of data since the rates
were implemented, this is an ideal opportunity to assess
what has worked well and what could be improved.
The rate design process will begin with the rate structure
options identified during Phase I. Carollo will develop
CAROLLO // PROPOSAL // MARCH 2022
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This task will incorporate a comparison between the
current rate revenue breakdown by class and the
proposed cost-of-service shifts that would occur under
the allocation.
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Presentations and Deliverables

rate modules for these options within the model.
Carollo will then collaborate with City staff to calculate
updated rates for these rate options. The impacts of
these options will be analyzed and presented to staff,
with criteria including bill impacts for typical customers,
revenue impacts, affordability considerations, and ease
of administration by City staff and billing systems.
Carollo will also develop a rate comparison with other
neighboring agencies.

Carollo will attend two on-site City Council meetings
throughout Phases I and II. Additional meetings and
workshops can be added. Carollo plans to co-schedule
those meetings with on-site workshops with City staff to
optimize travel and budget.
Carollo will develop three versions of the rate study
report. The first version, the preliminary draft report,
will be delivered to City staff at the end of Phase II. This
version is intended to gather internal feedback from City
staff, which will be integrated into the second version
of the report, a final draft report. The final draft report is
intended to be made available to City Council ahead of
presentations of final rates to gather key stakeholder
feedback. The third and last version will be the final
report, to be delivered to City Council and other key
stakeholders at the conclusion of the study. Carollo plans
to deliver this final report in late 2022 or early 2023, as
outlined in the RFP.

Sensitivity Analysis
With the rate module developed, Carollo will gather
updated financing strategies and capital project costs
and continually refine the model. Results will regularly
be communicated to City staff and feedback will be
immediately entered into the model.

Optional Tasks
Storm Water and Street Light Utilities Analyses
At the request of the City, Carollo will develop additional
modeling of the City’s Storm Water and Street Light
Utilities. This modeling can be in a separate model or
within the same model as the water and sewer rates.
This model will project cash flows for each enterprise
and will demonstrate the impact of rate increases on
each utility, particularly rate scenarios that align with the
water and sewer rates.
Insight Dashboard

% Increase
FYE 2018 16%
FYE 2019 4%
FYE 2020 4%
FYE 2021 4%
FYE 2022 4%
FYE 2023 2%

Revenues vs Expenditures

Revenues DO NOT FUND desired financial objectives
Results
Years Passed
Passes in all Years
Fails in 5 of 10 Years
Passes in all Years
Passes in all Years

Millions

Financial Test
Positive Cash Flow Test
Reserve Test
Debt Test (Target)
Debt Test (Legal)

$1,200
$1,000

ANNUAL WATER USAGE BY SOURCE

$25

50%

$20

40%

$15

30%

5,000

16%

20%
4%

$5
$-

Total,
$1,000

4%

4%

4%

Total

% Fixed,
26%

Existing

Proposed

Fixed

15

MODELED
RATE COLLECTION

Revenue
Annual Revenue Increases

Total

-

FYE
2019

FYE
2020

Total Reserves

% Fixed

32%

EXISTING
RATE COLLECTION
FYE
2018

FYE
2021

FYE
2022

FYE
2023

FYE
2024

FYE
2025

Fund Target Max

FYE
2026

FYE
2027

Variable

24%

28%

Save Scenario

72%

Load Scenarios

FYE
2028

EXPENDITURES

42%

58%

Fund Target Min

FYE 2018
FYE 2019
FYE 2020
FYE 2021
FYE 2022
FYE 2023
FYE 2024
FYE 2025
FYE 2026
FYE 2027
FYE 2028
$
15,456,548 $
17,929,595 $
18,646,779 $
19,392,650 $
20,168,356 $
20,975,090 $
21,394,592 $
21,822,484 $
22,258,934 $
22,704,112 $
23,158,195
1,854,786
717,184
745,871
775,706
806,734
419,502
427,892
436,450
445,179
454,082
463,164

3
4

Calculated Revenue Increase
Revenue Increase Overide

5
6

Resulting DSCR
Target / Legal

7
8
9
10

Cash Position
Target ($ / %)
Cash Flow
Impact to Cash Position

$

4,356,511 $
9,139,046
(182,088)

5,134,647 $
9,222,416
830,944
778,136

5,671,585 $
9,264,403
1,254,884
536,938

5,461,878 $
9,265,234
1,673,663
(209,707)

6,679,431 $
9,309,506
2,111,464
1,217,554

8,460,552 $
9,354,997
2,151,874
1,781,121

10,276,073 $
9,401,572
2,191,638
1,815,521

12,125,002 $
9,449,353
2,229,913
1,848,929

14,002,522 $
9,498,698
2,263,881
1,877,520

15,905,998 $
9,549,369
2,296,710
1,903,476

17,826,979
9,602,087
2,321,568
1,920,980
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Operating Expenditures

$

19,110,921 $

19,783,835 $

20,105,766 $

20,112,693 $

20,481,626 $

20,860,718 $

21,248,846 $

21,647,021 $

22,058,231 $

22,479,484 $

22,917,791

16%

18%

3.85x
1.5 / 1.2

4%

0%

5.07x
1.5 / 1.2

4%

0%

5.63x
1.5 / 1.2

4%

0%

6.19x
1.5 / 1.2

4%

0%

6.78x
1.5 / 1.2

2%

0%

6.93x
1.5 / 1.2

2%

0%

7.08x
1.5 / 1.2

2%

0%

7.23x
1.5 / 1.2

2%

0%

7.38x
1.5 / 1.2

2%

0%

7.53x
1.5 / 1.2

2%

0%

7.68x
1.5 / 1.2

Our dynamic cost of service rate models allow staff to run infinite scenario analyses and provide real-time results. This allows the City to
evaluate “What-If” analyses that show effects on the utility and its customers.
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Variable

Average

EXPENDITURES VS RATE COLLECTION

5

% Fixed,
25%

Forecasted

20

10

Fixed

Auto Calculate Increases

0%

Recommended Increases

$400

Line #
1
2

-

TOTAL RESERVE ANALYSIS

$600

$-

Reset to Baseline

10%

2%

FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Total, $848

$800

$200

15,000
10,000

$10

Annual Impact - Typical SFR Customer

Millions

Key Highlights
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COMPENSATION

Compensation

Principal-in-Charge
Jennifer Ivey, PE

Project Manager
Mark Manny

Tech Advisor (PFAS)
Eva Steinle-Darling, PE

Project Engineer
Noah Johnson, PE

Lead Analyst
Kim Lightner

Supporting Analyst
Karly Nocera

Document Processing

Labor Hours

Labor Costs

Expenses

Total Cost

We have provided our fee in the table below. Our proposed cost, with
personnel and role for each task, is based on our current understanding
of the project and the proposed Scope of Work included in this Proposal.

$298

$198

$298

$213

$165

$143

$118

8

24

-

8

8

8

-

56

$11,304

-

$11,304

Task 1 – Data Collection & Kick-off

2

8

-

4

10

12

-

36

$6,398

-

$6,398

Task 2 – User Data Analysis

2

10

-

-

12

24

-

48

$7,988

-

$7,988

Task 3 – Financial Plan & Revenue Requirements Analysis

12

12

6

-

32

48

-

114

$20,676

-

$20,676

Task 4 – Preliminary Results Review

2

4

-

2

2

2

-

12

$2,430

-

$2,430

Total Phase I

18

38

6

6

56

86

-

210

$37,492

-

$37,492

Task 5 – Cost of Service Analysis

8

18

-

6

24

48

-

104

$18,050

-

$18,050

Task 6 – Rate Design

8

22

2

4

32

32

-

100

$18,044

-

$18,044

Task 7 – Deliverables

18

32

-

16

32

40

8

146

$27,052

$2,000

$29,052

Total Phase II

34

72

2

26

88

120

8

350

$63,146

$2,000

$65,146

Total Phases I & II

60

134

8

40

152

214

8

616

$111,942

$2,000

$113,942

Task 8 – Optional Tasks

2

4

-

2

8

12

-

28

$4,850

-

$4,850

Total with Optional Tasks

62

138

8

42

160

226

8

644

$116,792

$2,000

$118,792

TASK
Project Management
Phase I
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References
We have included similar project experience and references
on the following pages. We take pride in the continuing
relationships with our clients and encourage you to contact
our references who will be happy to attest to the quality of
service and responsiveness provided by our team members
on similar projects.
WATER AND WASTEWATER FINANCIAL PLAN AND RATE STUDY			
Naperville, Illinois
In 2020, the City of Naperville, IL, retained Carollo to conduct a comprehensive
water and wastewater rate study covering the next five years. The City provides
water and wastewater service to approximately 47,000 connections, as well as
receives and treats wastewater flows from a neighboring municipality.
The key focus for this study was on providing multiple financing scenarios for the
City’s upcoming capital improvements. The City was concurrently undergoing a
master plan at the time of the rate study and wanted several options available
for funding the final CIP. Carollo developed four different rate scenarios based on
various levels of CIP needs. Carollo also incorporated a flexible debt model into
the rate analysis, allowing the City to test multiple debt issuance scenarios. After
several iterations, Carollo and City staff arrived at a draft rate proposal, which is
currently working its way through the City’s Public Utilities Advisory Board and
ultimately its City Council.

CLIENT REFERENCE

Mr. Darrell W. Blenniss, Jr.
Director - Department of Public
Utilities - Water/Wastewater
Ph: 630.305.5320
blennissd@naperville.il.us
PROJECT DATES

2020 - 2021
TEAM INVOLVEMENT

Mark Panny, Project Manager
Jennifer Ivey, Quality Manager
Karly Nocera, Analyst

Quality assurance was also a major priority for this study. Before engaging
Carollo, the City had issues with accurate deliverables on other projects in the
past. Carollo and the City worked on a quality assurance and quality control plan
that involved multiple levels of review from both Carollo and City staff. This is
providing a layer of confidence in the accuracy of the analysis.
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REFERENCES

WATER AND SEWER RATE STUDY AND REGULATORY AUDIT				
City of Papillion, Nebraska
The City of Papillion provides retail water and wastewater collection services for
approximately 17,000 connections. The City selected Carollo to conduct a cost of
service rate study to calculate the next five years of water and sewer rates.
Carollo worked with the City to balance its need for repairing and replacing
existing infrastructure with the rate impacts to customers. Wastewater rates
were a focus for this study as the City operated and maintained the collection
system and conveyed flows to the City of Omaha for treatment. Omaha was
undergoing a significant renewal and replacement program and was averaging
six percent rate increases each year, which had historically been passed onto
Papillion customers.
Carollo worked with the City to balance the rate increases from Omaha, while
still maintaining a robust capital replacement plan. In addition, Carollo worked
with the City to conduct a cost-benefit analysis of a potential meter replacement
program and developed rates that allowed the City to absorb new annexations
into the service area. Revenue requirements for outside city customers were
calculated using the utility basis. Carollo also reviewed the potential for new
annexations and calculated the approximate rate impact.

CLIENT REFERENCE

Mr. Jeffrey Thompson, PE
Public Works Director
Ph: 402.898.9092
jefft@papillion.org
PROJECT DATES

2018 - 2019
TEAM INVOLVEMENT

Jennifer Ivey, Principal-in-Charge
Mark Panny, Project Manager
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REFERENCES

COMBINED UTILITY SYSTEM WATER AND WASTEWATER RATE STUDY		
City of Houston, Texas
Carollo completed a water and wastewater cost of service rate and impact fee
study for the City of Houston Public Works and Engineering (PWE) Department
to holistically assess the adequacy and equitability of the rates and fees. The
study included a 10-year financial plan to determine the revenue requirements for
each year of the planning period and allocation of revenue requirements among
functional categories, customer service characteristics, and customer classes.
Using the results of the analysis, Carollo designed cost-based rates to
recover sufficient revenues. The study also involved calculating the maximum
allowable impact fees for water and wastewater in accordance with Texas Local
Government Code Chapter 395. Carollo developed a Land Use Assumptions
Plan using data from the City Planning Department and service area maps
from the PWE Department. We also worked with PWE staff to identify existing
infrastructure and CIP projects eligible for inclusion in the impact fee calculation
and updated “miscellaneous fees,” such as fees to begin service, late charge
fees, and inspection fees. Finally, we ran numerous scenarios for managing and
delaying rate increases in response to the COVID-19 pandemic.

CLIENT REFERENCE

Ms. Betsy Varghese
Public Works Assistant Director
Ph: 832.395.2576
betsy.varghese@houstontx.gov
PROJECT DATES

2019 - 2021
TEAM INVOLVEMENT

Jennifer Ivey, Project Manager
Mark Panny, Lead Analyst
Kim Lightner, Analyst
Karly Nocera, Analyst

By evaluating these various rates and fees together, we were able to look at
rates, impact fees, and other miscellaneous fees as a package, which allowed
us and the City to see how each individual part impacts the whole, thus, in turn
fostered informed decision making.
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REFERENCES

COST OF SERVICE RATE STUDY AND CONNECTION FEE UPDATE 			
Monte Vista Water District, California
Carollo developed a 30-year financial plan and rate model for the Monte Vista
Water District. Through a collaborative rate setting process, Carollo provided the
District with a user-friendly and efficient financial planning model to forecast
short- and long-term impacts of capital, water supply, and operating needs.
Due to the historic 2015 drought that decreased California’s water demands
by more than 25 percent statewide, the state’s water sale revenue has since
sharply declined, including the Monte Vista area. Adhering to Proposition 218
and the District’s obligations to safeguard and preserve the State’s limited
water resources, Carollo conducted a cost of service rate study and financial
master plan for a District retail area of 9.6 square miles with a population of
approximately 55,000.
Carollo performed the District’s last rate study update in 2016, with several
key changes in response to the drought. During that rate study, Carollo
recommended inflationary rate adjustments along with changes to the tiered
rate structure. The District again retained Carollo to perform its most recent rate
study update in 2019, with rates from 2020 through 2023. That study explored
further changes to the District’s tiered rate structure.

CLIENT REFERENCE

Ms. Stephanie Reimer
Assistant General Manager/
Chief Financial Officer
909.624.0035
sreimer@mvwd.org
PROJECT DATES

2015 - 2022
TEAM INVOLVEMENT

Jennifer Ivey, Principal-in-Charge
Mark Panny, Project Manager
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REFERENCES

COST OF SERVICE RATE AND CAPACITY CHARGE STUDIES				
Napa Sanitation District, California
Napa Sanitation District (NapaSan) commissioned Carollo to review several
business processes, including a full review of NapaSan’s capacity charges for
new connections. Carollo closely reviewed NapaSan’s fixed assets and tailored
the total asset valuation to the unique cost drivers of the District’s service area.
We then analyzed the various parts of the collection and treatment systems to
better estimate the system capacity for use in the EDU estimate. Finally, Carollo
tested several industry-accepted calculation approaches and presented these
findings to the Board of Directors for the 2019 capacity charges.

CLIENT REFERENCE

Mr. Tim Healy
General Manager/District Engineer
707.258.6000
thealy@napasan.com
PROJECT DATES

2017 - 2019

Carollo also conducted an assessment of NapaSan’s billing procedures. We
evaluated the current procedures, and compared them with two alternative
approaches, reviewing overall costs, customer impacts, ease of implementation,
and Proposition 218 compliance.

2020 - 2021

Finally, Carollo reviewed NapaSan’s cost drivers to develop an updated cost
allocation for use in the next scheduled rate analysis. This cost allocation study
also included a profile of NapaSan’s fixed and variable costs and tested the
feasibility of introducing a variable rate component to NapaSan’s residential rates.

Kim Lightner, Analyst

TEAM INVOLVEMENT

Jennifer Ivey, Principal-in-Charge
Mark Panny, Project Manager

In 2020, Carollo conducted a full Cost of Service Rate Study for NapaSan. This
included an allocation of all costs between flow, BOD, and TSS, and an update
of the District’s customer assumptions. That update resulted in substantial
interclass shifts between residential, non-residential, and industrial customers.
Carollo led a large-scale effort to engage with customers and provide outreach to
affected classes. The rates were ultimately passed with understanding and buyin from the District’s stakeholders.
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External Funding and Programs
An integral part of water-related engineering is helping clients
find and secure funding and financing for their projects. Carollo
has assisted clients in securing more than $500 million in
grants and loans in the last 6 years.
DEVELOPING A FUNDING STRATEGY
Funding strategies need to be uniquely developed for
each project, particularly within the evolving landscape
of state and federal infrastructure funding. The goal
is to position the City for the most favorable project
financing with the lowest rate impact on your rate payer
base. By working hand-in-hand with City staff and your
financial and legal team, we can position the City to
achieve the most favorable financing available, whether
self-financing or through pursuing low-interest loan and
grant programs designed to help communities with their
infrastructure challenges.

Carollo can assist the City with the development of a
grant and/or low interest loan funding strategy which
identifies potential federal, state, and local funding
sources, required documentation to be competitive,
anticipated timing of potential opportunities and time to
secure the funding source, and a summary of applicable
programs. Carollo can also integrate the funding from
the 3M settlement as part of this analysis.
As an example of this funding review, the table below
illustrates an analysis of the EPA’s Water Infrastructure
Finance and Innovation Act (WIFIA) that Carollo provided
another agency. While the City may not be strongly
considering WIFIA, this table is an example of the review
of each funding source that Carollo can provide.

Funding Opportunity

Pros

Cons

WIFIA

 Interest rate set at the time of Agreement and
based on treasury rate (recently 1.4-1.8%).
 35-year loan term including 5-year deferment of
repayment.
 Flexible financing terms for disbursement.

 Higher interest rate than State Revolving Fund.
 Minimum project cost of $20M for communities
> 25,000.
 Application/processing fee.
 Two-step application process (about 1.5 years).

Our awareness of funding opportunity requirements, initial project needs, and funding goals allows us to analyze the options and provide a
review of the best funding options for the City.
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