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Financial Plan

Budget Trends in FY 2009

Little Rock Wastewater continues to evolve in addressing and meeting the needs of its
customers, both large and small. It is well prepared to meet the challenges to serve a
large metropolitan region in the Mid-South. LRW’s budget reflects the commitment on
reaching higher treatment levels, rate affordability, minimizing operational costs as
much as possible, and building future capacity all while facing an economic downturn.
LRW is focused on meeting the supply and demand needs of its current and future
customers, while minimizing costs and maximizing service.

The Fiscal Year 2009 saw continued improvements in all areas of LRW. In accordance
with the Little Rock Sanitary Sewer Committee’s guiding plans, LRW continued its
partnership with the City of Little Rock Residents, its investment in its employees, and
its savings to customers.

In accordance with the LRSSC’s Strategic Plan, LRW focused on becoming a more
efficient and better trained workforce through the use of technology, automation and
cross training. In doing so, LRW was able to reduce salary positions by four full time
positions throughout the year.

Each month the CEO held a budget meeting with department managers to discuss
Operation and Maintenance transactions and bottom line totals. Each manager had to
prepare a response on budget line items that were above 5% on budget from forecast.
This meeting also laid the foundation for the 2010 budget process so that each month
could be projected based on actual usage compared to a formula based on yearly
totals.

Meeting Future Demands FY 2010

The FY 2010 operating and capital budget was presented to the Little Rock Sanitary
Sewer Committee (LRSSC) for review, input and guidance though a series of budget
workshops held in October, 2009. The budget was adjusted based on direction from
the LRSSC, and is consistent with the LRSSC'’s Strategic Plan.

Assumptions

The FY 2010 budget is based on certain assumptions and specific operating and capital
budget costs. Financial projections for future years require additional assumptions
related to revenue growth, expenditures and necessary rate adjustments. Basic
assumptions to this year’s five year financial plan include the following:

Basic Assumptions
Customer growth rate 1.0%

Revenue growth rate 0.5%
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Operations and Maintenance growth rate 6.5% of operating budget
Interest earnings rate 0.25% of average fund balance
Future debt financing costs for Revenue Bonds  4.75% on 30 year bonds
Escalation for capital projects 5.0% for years 2011 thru 2014

Basis of Budgeting

The budget and comprehensive annual financial report is prepared using the accrual
basis of accounting. Revenue is recognized as it is earned and expenses are
recognized as goods or services are delivered. The LRSSC has elected to follow
adopted Governmental Accounting Standards Board (GASB) pronouncements as well
as Financial Accounting Standards Board pronouncements and Accounting Principles
Board opinions, issued on or before November 30, 1989, unless those pronouncements
conflict with, or contradict GASB pronouncements. The operating budget is prepared at
the object level. The object of expenditure is the good or service for which the
expenditure was made. Each department within LRW has the same expense
categories; Salaries, Benefits, Supplies, Contract Services, Vehicle Expense, Utilities,
Training and Administration, and Insurance.

LRW’s funds are not appropriated; rather the budget is an approved plan that can
facilitate budgetary control and operational evaluations. LRW defines fund equity as net
assets, which equals assets minus liabilities. Fund equity is divided into four categories:
invested in capital assets net of related debt, restricted for construction and
improvements, restricted for debt service, restricted for Workers Compensation (Self-
Funded) and unrestricted.

FY 2010 Detail Budget

The Fiscal Year 2010 budget reflects the LRSSC’s updated Strategic Plan goals and
objectives and is a balanced budget, with the revenue and other financing sources
equal to the expenditures and other financing uses. The FY 2010 combined operating
and capital budget addresses several pressing issues, initiates, new programs and
facilities that have or will come online in 2010:

* The operating budget increased by $904,766 or 3.87% over the 2009 forecast as
of October 31. The following changes to the operating budget are the reason for
the increase:

e Salaries increased by $83,379 in 2010. LRW has planned an annual 2%
raise for all personnel in 2010. Additionally, five full-time positions and
one part-time position were eliminated. = The following table identifies
adjustments to the staffing levels. A chart detailing the 2010 salary ranges
by grade can be found on page 54.
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SECTION BUDGET 2009 BUDGET 2010
JOB POSITIONS JOB POSITIONS
Full- Part-Time Full- Part-
Time Time Time
402 — Administration 12 0 11 0
403 - Finance 16 1 15 0
404 - Engineering 31 0 30 0
405 - Information Services 15 0 13 0
406 - Maintenance 133 1 132 1
407 - Operations 23 0 24 0
408 - Environmental 20 2 20 2
Assessment
Total Positions 250 4 245 3

Benefits increased by $218,146 or 5.86% for 2010. Arkansas Public
Employees Retirement System increased the required contribution
amount from 11.01% to 12.46% of salaries which will become effective
July 1, 2010. Additionally, the current health care coverage benefit has
increased slightly over the 2009 forecast.

Supplies increased by $329,159 from the 2009 forecast. The Peak Flow
Attenuation Facility went on line during the summer of 2009. The 2010
budget reflects a full year of operating cost for this facility. The
Maintenance Division was unable to complete the tasks they had
forecasted for 2009 because of the unusual wet weather conditions but
are budgeting 2010 to complete all tasks and goals.

Contract Services decreased by $23,996; most departments reduced their
projects in this category for 2010.

$194,365 reflects an increase in vehicle expense from the 2009 forecast.
This increase is due to a forecasted increase in fuel prices for the latter
part of 2009 and into 2010.

Utilities show a 2.15% or $39,735 increase from forecast to budget. The
Peak Flow Attenuation Facility went on line during the summer of 2009 so
the 2010 budget reflects a complete year of utility costs for this facility.
The new engine generator at the Fourche Creek Wastewater Treatment
Facility is forecasted to be in service early 2010 so the budget reflects a
25% decrease in utility cost at that plant.

Training and Administration reflects an increase of $61,866 for 2010.

Each division limited training expenses in 2009 but are projecting normal
training requirements for 2010.
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e Training and Administration reflects an increase of $61,866 for 2010.
Each division limited training expenses in 2009 but are projecting normal
training requirements for 2010.

e Capital Work in Progress (CWIP) is subtracted from O&M expense each
budget year because work completed by in-house staff for engineering
services and line work construction. In-house staff also works on major
projects such as the Fourche Creek Treatment Facility Hydraulic Upgrade,
collection system rehabilitation, and the Little Maumelle Wastewater
Treatment Facility. If there were no construction projects forecasted for
2010, the amount of $3,392,351 would be added back to O&M expense
through salaries, benefits, and vehicle expenses. The 2010 CWIP reflects
a decrease of $136,539 or 3.9% from 2009.

Capital projects carried over into 2010 have planned net expenditures of $51,476,100.
Carry-over expenditures are dominated by wastewater collection, transmission, and
treatment improvements driven by the SECAP, which was completed in 2002 and
adopted as part of the Sierra Club Settlement Agreement dated September 12, 2001.
These projects, along with work in the unsewered areas and community services,
represent almost 96.0% of the carry-over amount. Collection system work by in-house
crews, in-house engineering services, Woodland Ridge Pump Station Improvements,
and general and transportation equipment make up the bulk of the remainder. In
addition to the carryover projects, net expenditures of $3,343,900 are proposed for new
capital projects and purchases. Collection system maintenance contracts, minor
treatment facility projects, vehicles, and equipment make up the proposed capital
budget for 2010. Total net expenditures of $54,819,900 is planned for 2010.

2010 Capital Improvement Plan
0% 2% 2% H Developer Funded Projects

B Other Pumping/Treatment
Facilities

m Unsewered Areas/New Mains

42%

M Transportation/General
Equipment

M Collection System/OMP Projects

m Peak Flow Attenuation Facilities

Fourche Creek TP Hydraulic
Upgrade

Little Maumelle Wastewater
Treatment Facility
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Funding for planned 2010 expenditures is composed of existing revolving loans, existing
and proposed revenue bond funds, and revenues. The .33% for Bond-Future reflects
planned expenditures from revenues for 2010 to be reimbursed from a future bond issue.
These expenditures are preliminary project costs for SSES and design.

2010 CIP Financing Plan

_ [")
Bond-Future, 0.33% In-House, 3.75%

Revenue, 6.39%

RIf-Current, 13.29%

Bond-Current,
76.24%

Sources of Revenue for Little Rock Wastewater

Little Rock Wastewater is solely dependent on the rate payers of the City of Little Rock
for the majority of revenue. As of December 31, 2008, the total number of sewer
customers was 67,628 with a vast majority of them being residential customers, 60,773.

Debt Service/EPA

Loans/Grants\

Proceeds
39%

Sewer
59%

Contributions
1%

Interest Income
1%

Sewer — Sewer revenues are proceeds from providing wastewater treatment services,
industrial surcharges, and other sewer fees to customers. Wastewater revenue for FY
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2010 is estimated to be $41.8 million. This estimate is an increase of 5.25% or $2.0
million over the previous year and includes a 5.0% sewer rate adjustment as of January
1, 2010 as well as an anticipated growth of 1% in the customer base.

Debt Service/EPA Loans/Grants Proceeds — These are restricted funds available
from previously issued and/or new bond issues/EPA Loans/Grants for a specific use.
Proceeds for FY 2010 are estimated to be $7.3 million. This is a decrease of $11.2
million from the previous year due to the bond issues that have been included in the FY
2010 budget and the draws on current Revolving Loan Funds from Arkansas Natural
Resources Commission.

Interest Income — Interest earned on money market accounts on general funds or
eligible investments on previous/new bond issues. Interest earned on bond issue
moneys are restricted funds for one of two things; monthly interest payments for that
bond issue or to the specific use on construction costs for what bond issue was made.
Proceeds for FY 2010 are estimated to be $781,900. This is a decrease of $694
thousand from the previous year due to the bond issues being drawn down, meaning
less to invest, and interest rates are 1% or less on current investments versus 3% and
4% for FY 2009.

Contributions — Contributions are funds generated from capacity fees, zero capacity
fees, review fees and the backhoe buyback program. Proceeds for FY 2010 are
estimated to be $460,000. This is an increase of $20,000 from the previous year.

Expenditures and Other Financing Uses
The three main cash outflows for Little Rock Wastewater include Operations and
Maintenance, Property, Plant and Equipment, and Debt Service/Debt Expense.

Debt Service .
| Debt Operations

&
Maintenance
25%

Expense

18% \

Property,

Plant &

Equipment
57%

40



Operating & Maintenance (O&M) — This category includes expenditures for operations
and maintenance costs of LRW. It includes salaries, employee benefits, materials and
supplies, utilities, and all other expenses. Operating and maintenance expenses for FY
2010 are estimated to be $24.3 million or about 3.87% above the 2009 projected. The
O&M Expense Budget Comparative can be seen beginning on page 58 and the O&M
can be seen in greater detail for each division in the operating budget detail section
beginning on page 115. The following chart shows the major budget levels for the LRW
2010 O&M budget.

UTILITIES
EXPENSE 4% EXPENSE

TRAINING AND ~INSURANCE

0,

VERICLE ADMIN / 0% COMMITTEE
0,

2% 8% e

CONTRACT
SERVICES
13%

SALARY
SUPPLIES 48%

9%

EMPLOYEE
BENEFITS
16%

Property, Plant & Equipment - Capital expenses include all expenditures for the
planning, design, construction, rehabilitation or purchase of assets. Total net capital
expenses for FY 2010 are estimated to be $54.8 million. The capital expenses can be
seen in greater detail in the Capital Improvement Plan beginning on page 76.

Debt Service / Debt Expense — This category includes expenditures for the payment of
principal and interest on bonds and other debt instruments along with any expense
related to issuing that debt (i.e. bond underwriter, bond counsel). Debt service for FY
2010 is estimated to be $17.8 million. This is $1.7 million or 10.8% increase over the
prior year. Little Rock Wastewater is anticipating a new bond issue in the amount of
$6,580,000 in 2009 and the 2007B Revolving Loan completed 10/15/09.

Debt Service

The following chart shows, as of January 1, 2010, all outstanding principal and interest
owed by Little Rock Wastewater. The debt has been issued through either a Sewer
Construction Revenue Bond or a State Revolving Loan Fund (RLF) by the Arkansas
Natural Resource Commission (ANRC). For RLF’s, LRW has either three years or six
months after completion of the project before payback of the loan will start. The debt
service coverage as of December 31, 2008 was 159%, exceeding the 120% required by
the Bond Covenant. LRW has been rated by agencies such as Moodys (A1) and S & P
(Aa) on its most recent debt issues. The net result of low interest rates on debt
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financing means lower overall cost to LRW customers. The combined result of these
efforts allows LRW to continue to be able to provide the most competitive service in the
region. There are two spreadsheets that reflect debt service for LRW; the first one
represents current obligations on principal and interest listed by year (including the bond
issue in December 2009) and the second represents current along with projected bond
issues in total for FY 2010 through FY 2014 as of January 1 of each year.

Current Outstanding Debt Service by Year on January 1

Calendar Year Principal Interest Total
2010 $6,609,887 $11,262,694 $17,872,581
2011 $6,845,610 $11,038,016 $17,883,625
2012 $7,245,023 $10,876,184 $18,121,207
2013 $7,669,603 $10,693,479 $18,363,082
2014 $7,947 476 $10,408,419 $18,355,895
2015 $8,252,397 $10,110,030 $18,362,427
2016 $8,562,625 $9,792,660 $18,355,285
2017 $8,892,413 $9,458,250 $18,350,663
2018 $9,246,898 $9,116,979 $18,363,877
2019 $9,586,383 $8,762,214 $18,348,597
2020 $9,969,858 $8,382,469 $18,352,327
2021 $10,359,194 $7,982 485 $18,341,679
2022 $10,783,333 $7,564,221 $18,347,554
2023 $7,586,217 $7,166,945 $14,753,162
2024 $8,317,701 $6,878,297 $15,195,998
2025 $8,638,253 $6,559,049 $15,197,301
2026 $8,922,996 $6,225,595 $15,148,590
2027 $9,237,171 $5,872,323 $15,109,494
2028 $9,501,884 $5,522,361 $15,024,245
2029 $9,864,031 $5,111,011 $14,975,042
2030 $10,250,958 $4,670,564 $14,921,522
2031 $10,765,324 $4,164,735 $14,930,059
2032 $11,041,223 $3,640,516 $14,681,739
2033 $11,325,000 $3,107,677 $14,432,677
2034 $11,855,000 $2,580,442 $14,435,442
2035 $12,455,000 $1,984,739 $14,439,739
2036 $13,080,000 $1,358,419 $14,438,419
2037 $13,735,000 $700,670 $14,435,670
2038 $1,430,000 $103,800 $1,533,800
2039 $410,000 $22,550 $432,550
TOTALS $270,386,455 $191,117,793 $461,504,248
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The future debt funding also contains debt reserve account and any expense related to
the debt issues via bond counsel and bond underwriter. The debt expense would also
push out the calendar year to FY 2043 for LRW to have paid off all debt. The following
chart shows what LRW would owe for the combined outstanding principal and interest
at the first of each year. The maximum yearly P&l would be in 2015 for $27,169,512.

There are six projected bond issues included in the five-year capital outlook:

1. A revenue bond issue in 2011 to cover the cost of Collection System
Rehabilitation — Phase Seven. The cost of this improvement is estimated
at $21,250,000 for construction costs, debt service requirements, and
bond expense.

2. A revenue bond issue in 2011 to cover the construction cost for the
Cantrell Road Pump Station. The estimated construction improvements
are estimated at $21,500,000 that also includes debt service
requirements, and bond expense.

3. A Revenue bond issue in 2011 to cover the construction cost for the
Isolated Capacity Overflow Projects/Fourche Creek Treatment Plant

Contract lll. The estimated construction improvements are estimated at
$14,300,000, that also includes debt service requirements, and bond
expense.

4. A Revenue bond issue in 2012 to cover the construction cost for the
Collection System Rehabilitation — Phase Eight. The estimated
construction improvements are estimated at $19,425,000 that also
includes debt service requirements, and bond expense.

5. A Revenue bond issue in 2012 to cover the construction cost for the
Fourche Creek Upgrade — Phase Two. The construction improvements
are estimated to be $16,454,876 and that also includes debt service
requirements, and bond expense.

6. A Revenue bond issue in 2013 to cover the construction cost for the
Collection System Improvements — Phase Nine. The estimated
construction improvements are estimated at $47,250,000 that also
includes debt service requirements, and bond expense.

Current and Projected Outstanding Debt Service in Total on January 1

Calendar Year Principal Interest Total
2011 $284,391,846 $197,774,354 $443,631,667
2012 $ 312,209,200 $216,178,447 $530,686,248
2013 $340,021,986 $233,949,947 $576,236,895
2014 $377,738,440 $259,738,440 $639,679,353
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Customer Impacts

Going back to Little Rock Wastewater's Mission Statement - providing low cost, safe,
high quality sanitary sewer service to the residents of Little Rock, and, through planning,
support the orderly growth of the city with the overall objective of preserving the health
and well-being of the residents and the environment - Little Rock Wastewater strives on
improving its processes and planning to ensure that its customers continue to receive
the highest quality sewer services at affordable rates. Proactive planning, visionary
management, fiduciary responsibility, and constant communication with the customer
will ensure that this will always be the case.

The largest impact affecting the rates are the large capital projects and the cost of
borrowing to build those projects in order for LRW to meet the Arkansas Department of
Environmental Quality Consent Administrative Order (CAQO) and the Sierra Club Lawsuit
Settlement for violations of the Clean Water Act and the Resource Conservation and
Recovery Act for sanitary sewer overflows (SSO’s) back in 2001. The building of the
rate structure takes into consideration the operation and maintenance costs, capital,
and current and future debt repayment or in other words what is the total Cost of
Service to provide for the sanitary sewer processes.

The rate structure for each residential customer is determined by his or her average
winter consumption (AWC). AWC is the per-month average based on total
consumption during the winter months of October through March. One can think of
AWC as your own personal yardstick, against which your sewer use is measured. Up to
two hundred cubic feet (ccf), or about 1,496 gallons, of water is included in the minimum
monthly charge for all sewer accounts. The minimum monthly sewer charge for a 5/8”
inside-city meter is $14.63 and the rate increases depend on the size of the meter
based on approved rates in 2009. There are also two types of rate structures for Little
Rock Wastewater based on meter size: Inside-City and Outside-City. The current rate
ordinance (#19,647) can be found at Little Rock Wastewater’s website, www.lrwu.com.

The current rate ordinance has a sewer rate adjustment of 5% effective on January 1,
2010 and is included in the 2010 budget. The following are suggested changes by the
Rate Advisory Committee and Raftelis Financial Consultant but are not included in the
budget:

a. General Rate Increases: 3.5% in 2010 in addition to the currently approved
5.0% in 2010, 5.0% in 2011, 5.0% in 2012, and 5.0% in 2013. The average
sewer bill of 7 ccf will go from $29.33 in 2009 to $36.87 in 2013.

b. Differential Rates for Commercial Customers: Implement a differential
rate for commercial customers. This rate would recognize the greater
pollutant load typically contributed by commercial customers. The estimated
increase in annual revenues is $750,000.

c. New Non-Connected Customer Charges: All properties within 300 feet of a
sewer main, but not currently connected, be assessed the minimum monthly
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charge to recover the cost of providing this service. The estimated increase
in annual revenues is $100,000.

d. New System Development Fees: Fees for new structures connecting to
sewer system. The $274 fee per new single dwelling is designed to recover a
proportional share of the capital costs related to services provided to new
construction in a service area. A schedule of fees for other users, such as
office, commercial, and industrial, will be developed by LRW staff.

The inside-city structure for 2010 would be:

Residential rate
Minimum bill: $15.37 (which includes 2CCF)
Volumetric Charge of: $3.09 per CCF after the minimum bill

Non-Residential rate
Minimum bill: $15.37 (which includes 2CCF)
Volumetric Charge of: $3.09 per CCF after the minimum bill

The outside-city structure for 2010 would be:

Residential rate

Minimum bill: $23.05 (which includes 2CCF)

Volumetric Charge of: $4.63 per CCF after the minimum bill
Non-Residential rate

Minimum bill: $23.05 (which includes 2CCF)

Volumetric Charge of: $4.63 per CCF after the minimum bill

Monthly Wastewater Charges (on 5/8 inch meter)*

Residential Residential Residential Residential
O cf 500 cf 1,000 cf 3,000 cf
City (O gal) (3,740 gal) (7,480 gal) (22,440 gal)
Wichita, KS $4.11 $4.11 $5.85 $ 35.48
Tulsa, OK 4.08 13.23 25.43 37.63
Arlington, TX 3.75 17.11 27.02 66.67
Mobile, AL 10.65 15.93 31.86 95.59
Augusta, GA 16.39 16.39 37.76 69.41
Baton Rouge, LA 14.71 17.37 30.67 83.87
Little Rock, AR 14.07 22.56 36.71 93.31
St. Petersburg, FL 9.29 22.60 35.92 89.18
Plano, TX 10.20 23.48 36.75 89.86
Gary, IN 0.00 24.31 48.62 145.86
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*Based on 2008 Water and Wastewater Rate Survey by American Water Works
Association and Raftelis Financial Consultants, Inc. For benchmarking purposes, this
study grouped utilities according to common operating characteristics. Those listed
above are from Group B.

Median Household Affordability Index
(As a Percentage of Median Household Income)*

Residential Residential Residential
500 cf 1,000 cf 3,000 cf

City (3,740 gal) (7,480 gal) (22,440 gal)
Wichita, KS 0.10% 0.14% 0.84%
Tulsa, OK 0.35% 0.68% 1.91%
Arlington, TX 0.34% 0.54% 1.33%
Mobile, AL 0.49% 0.98% 2.94%
Augusta, GA 0.39% 0.89% 1.65%
Baton Rouge, LA 0.54% 0.96% 2.62%
Little Rock, AR 0.57% 0.93% 2.35%
St. Petersburg, FL 0.62% 0.98% 2.44%
Plano, TX 0.28% 0.44% 1.08%
Gary, IN 0.85% 1.69% 5.08%

*Based on 2008 Water and Wastewater Rate Survey by American Water Works
Association and Raftelis Financial Consultants, Inc.

The Median Household Affordability Index is tracked by municipalities, loaning agencies
and federal government agencies such as the Environmental Protection Agency (EPA).
The standard measurement in considering rate structures and project affordability is
based on the average charge being less than 2% of Median Household Income. The
annual Median Household Income for the City of Little Rock is $37,572 and 2% of the
median is $751.44. The average monthly usage for a domestic account inside the city
limits of Little Rock is 700 cf (or 5,236 gallons) or $25.39, which equates to an annual
amount of $304.68 or 0.81% based on the 2008 sewer rates for a 5/8 inch sewer meter,
well below the 2% measurement.

Little Rock Wastewater maintains a separate Consolidated Fee Schedule from the rate
ordinance which is approved in the budget process each year. This schedule contains
connection fees, permit fees, capital recovery fees, and domestic/industrial wastewater
discharge fees. The schedule can be found on page 49.

Five Year Financial Plan

A five-year financial plan is also prepared which incorporates best estimates of
operating and capital expenditures over the near term and projected revenue sources
and future revenue requirements. This plan is a guide for management and the Little
Rock Sanitary Sewer Committee to assess and review as it addresses current budget
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proposals and in considering Little Rock Wastewater initiatives and the short and long
term impact such initiatives will have on the financial condition of LRW.

Cash Flow Statement

The Cash Flow Statement can be found on page 55. This statement is the “check book”
for LRW. The cash receipts from operations will continue to grow over the next year
with the rate increase approval from the City of Little Rock Board of Directors in
November 2006. The five-step rate increase consists of the following: 15% on January
1, 2007; 8% on July 1, 2007; 3% on January 1, 2008; 4% on January 1, 2009; and 5%
on January 1, 2010. It is LRW’s intent to present to the City of Little Rock Board of
Directors a proposed rate change that the Little Rock Wastewater Rate Advisory
Committee has formulated over the past year, in conjunction with Raftelis Financial
Consultants, Inc., in the first quarter of 2010.

LRW charges a franchise fee of 10.0% for the City of Little Rock. This is a pass-through
fee that is deducted under cash disbursements. Interest income shows a decline
starting in 2009. This decline is a result of reducing the 2007A and 2007C Revenue
Bond Proceeds thus less cash available for investments. LRW is also anticipating six
sewer revenue bond issues over this five year forecasted period with approval from the
City of Little Rock Board of Directors. This will fund the Collection System
Rehabilitation Phases 7, 8, and 9, Fourche Creek WWTF Hydraulic Upgrade Phases 1
and 2, Cantrell Road Pump Station Improvements, and Isolated Capacity Overflows.

The cash disbursements from operation and maintenance (O&M) costs (salaries,
benefits, supplies, contract services, vehicle expense, utilities, training and
administration, insurance, and committee expense) shows a steady increase over the
next five years. A portion of that increase is associated with the completion of the Little
Maumelle Wastewater Treatment Facility in late 2010. The purchase of property, plant,
and equipment will continue to be the largest cash user with several construction
projects that have started in previous years or will start in the next few years. The total
budget on the purchase of property, plant and equipment from the 2009 forecast to the
2014 projected year is $273,063,434. Along with those construction projects, LRW will
have increased principal and interest payments for the new debt issued. The principal
and interest payments will go from $16,117,502 in the 2009 forecast to $26,973,572 in
2014. The projected bond/loan outstanding debt at December 31, 2014 will be
$639,679,363.

The Restricted Balance represents balances in all bond construction funds, debt service
requirements, depreciation fund, and workers compensation funds, either required by
law or ordinance to maintain separately. The Appropriated Balance represents a 90-
day cash flow expenditure on O&M expenses. The Unrestricted Balance represents all
other non-designated monies.
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Income Statement

The Income Statement is located on page 56. This statement summarizes the amount
of revenues earned and expenses incurred by a business over a period of time. The
operating revenues and expense follow the same statements in the cash flow overview.
Depreciation will increase based on the numerous construction projects that will be
completed during the next five budget years. Non-operating revenue shows a decrease
in interest income because of less cash to invest with LRW using most of the proceeds
from the 2007A and 2007C bond issues. Non-operating interest expense on long-term
debt will increase with new debt being issued. The interest expense is projected to go
from $10.6 million in the 2009 forecast to $16.7 million in projected 2014.

Debt/Bond Coverage Ratio Report

This report is located on page 57. It was added to the budgeting process this year to
give management a better understanding of bond issuing requirements and whether
LRW can issue new debt. The bond ordinance stipulates what can and cannot be used
in the calculating “Net Revenues/Funds Available for Debt.” LRW’s bond ordinance
states that “Net Revenues” means gross System revenues less operating and
maintenance expenses other than depreciation, interest and amortization of deferred
bond discount expenses, determined in accordance with generally accepted accounting
principles. Also LRW may treat any increase in rates for the System enacted as having
been in effect (look-forward) at the time rates are approved. The big assumption being
made by LRW on the debt service coverage is that the City of Little Rock Board of
Directors will approve the Rate Advisory Committee’s suggested rate increases for
2010. The minimum coverage for parity bonds (Sewer Construction Revenue Bonds) is
1.2 and for subordinate bonds (ADFA Loans) is a 1.0.

Budget Comparative Overview

The Budget Overview can be found on pages 58 through 75. The overview breaks
down the O&M expenses by department and type. It also compares those numbers
against the current year budget and forecast. The O&M budget for 2010 shows an
increase of 3.87% from the 2009 projected expenses. Projected expenses are actual
expenses through October 31, 2009 and forecasted expenses for November 2009
through December 2009. The goal set by LRW is to keep Salaries within a 2% growth
factor and Benefits within 35% of total salaries, Supplies and Training and Development
to a 2% growth. In addition, any line item that has a 5% or greater increase should
include a justification for that increase.

Conclusion

LRW will face many challenges, such as rate increases, debt issues, and rising
costs/expenses, to meet required goals set forth in the Settlement Agreement dated
September 12, 2001 between the LRSSC and the Sierra Club. In doing this, LRW'’s
budget for 2010 continues to focus on improved customer service, environmental
responsibility, and forward thinking, while containing costs.
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FINANCE DIVISION

I R = [T To N - TSRS $5.00
Bills sent to customers by Little Rock Wastewater Utility

1.2 Insufficient Check REtUIN FEE ........coviiiiiee e $25.00
Customer bad-checks returned on Little Rock Wastewater Utility bank accounts

1.3 lllegal Sewer CONNECLION FEE ......cceiiiiiiiicie e $150.00
Illegal sewer connections to Little Rock Wastewater collection system

1.4  Late-Payment FEe ....ccccoviiiiiiiiie e 10% (Two days past due date)
Late-payment on bills sent to customers by Little Rock Wastewater Utility

ENGINEERING SERVICES DIVISION

Connection of any facility (Single Family Residential, Commercial, Industrial, and other
Non-residential) to the city sewer shall be preceded by payment of all applicable fees.

2.1 +Connection Fee (per bUuilding)......cccoeiiiiiiieii e $70.00
The fees are applicable to all new facilities for all meter size connecting a building
sewer to the Little Rock sewer system.

2.2 +Building Sewer INSPeCtioN FEE .......cccoiveieiieiieie e $125.00
Building sewer inspection fees for residential, commercial, industrial, all other
connections shall be $125.00. The above mentioned fees shall pay for one field
inspection. All additional field inspections as required shall cost $50.00 each.

2.3 Building Sewer Seal Fee (aCh) ........ccooieiiiiiii e, $150.00
Before any dwelling or other building being served by public sewer is moved or
demolished, the building sewer serving must be disconnected from the public sewer at
the property line to prevent the entrance of stormwater, groundwater, and debris into
the public sewer.

2.4 Plan ReView Fee.......cccovvviieveneieiene e, $50.00 Minimum to $750.00 Maximum
Accompanying the final construction plans and preliminary cost estimate shall be a
review fee of 1.0% of the estimated construction cost of the project with a maximum
of $750.00 and a minimum of $50.00. Approval will not be given for construction
plans submitted until the above review fee is paid.

2.5 Capacity Contribution Fee
In addition to standard connection fees, new commercial or industrial users will be
assessed Capacity Contribution Fees if their estimated discharge rate exceeds a per
acre allowance. These fees are calculated specifically for each project. The procedure
for determining the amount of the capacity contribution generally is as follows:
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2.6

2.7

2.8

2.5.1 For the basin, the collection system’s maximum flow capacity is determined.

2.5.2 Given a location in the basin and the proposed area served, a design capacity
(GPM/acre) is determined.

2.5.3 The proposed development is evaluated on the basis of its flow contribution.
Capacity needed in excess of the design capacity is charged to the development
based on the current cost to restore that capacity.

Street (R-O-W) Excavation Fee

LRWU has a program through which customers can have building sewers, or portions
thereof, located under pavement in the right-of-way of public roadways and alleys
repaired or replaced at a reasonable cost. No building sewer larger than four (4)
inches in diameter is eligible for this program. Fees are as follows and must be paid in
advance.

2.6.1 Single Family Residential Units ..........ccccooviiiineniiniene e, $400.00
(Includes owner occupied and rental dwellings)
2.6.2  CoMMENCIAl UNITS ....voiviiiiiieieierie e $600.00

(Includes duplexes and larger rentals)

Reimbursement Fee

LRWU collects reimbursement fees to offset private and public investment in larger
diameter collector lines that are required to provide capacity for future development.
The fees are specific to certain areas that are typically defined by natural drainage
boundaries. Fees are collected on per acre basis and vary depending on the specific
area in question. Specific areas where reimbursement fees are being collected and the
corresponding per acre charge. This fee schedule can be obtained by contacting LRW
Engineering Department. Reimbursement fees are adjusted annually.

Capital Recovery Fee

LRWU collects Capital Recovery Fees on mains constructed with Utility funds. It is
the policy of LRWU to not extend sewers to new customers through the construction
of new mains.  In cases where the construction of new mains has been mandated for
this purpose by an outside agency, the Utility collects an acreage based recovery fee.
Areas subject to Capital Recovery Fees and corresponding per acre charges can be
obtained by contacting LRW Engineering Department.

3. ENVIRONMENTAL ASSESSMENT DIVISION

3.1

Permitted Industrial Wastewater Discharge Fees
3.1.1 +New Permit Application Fee (each facility) ............coooiiii it $975.00
3.1.2 +Permit Modification or Permit Transfer Fee (each action)
NAME CRANGE: .. .ot s $150.00
FMOGITICALION: .o $490.00
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3.2

3.3

3.4

3.5

3.6

3.1.3 +Categorical Discharger (CIU) - Annual Permit Fee (each outfall).....$2,550.00

3.1.4 Non-Significant CIU (1-100 GPD)-Annual Permit Fee*...................... $1,100.00
3.1.5 Significant “CIU Zero” Discharger -Annual Permit Fee* ....................... $650.00
3.1.6 Non-Significant "CIU Zero" Discharger Annual Permit Fee*................. $650.00
3.1.7 +Categorical “Zero” Discharger (Domestic Only) Permit Fee*.............. $620.00
3.1.8 +Significant Industrial User - Annual Permit Fee* ..........c.ccccevveinnne. $1,625.00
3.1.9 Other Regulated Industrial Users - Annual Permit Fee* ............c.ccoc...... $750.00

3.1.10 Other Regulated Ind. Users "Zero" Discharge-Annual Permit Fee* ....... $400.00

3.1.11 Noncompliance Inspection, Sampling, and/or Testing (each occurrence).. $Cost

3.1.12 Late Reporting Fee (€aCh OCCUITENCE) .....ccverueeieiieriieie e $50.00
* each outfall

Trap/Interceptor (T/I) Control Program - Landowner/Lessee/Tenant Fees
3.2.1 +Review Fee - Redevelopment to Determine Adequacy of Existing T/1 $320.00

3.2.2 +T/1 Variance Request from Approved Specifications (each) ................ $770.00
3.2.3  +T/I Follow-up Noncompliance Inspection (1% occurrence)................... $305.00
3.2.4 +T/I Noncompliance Past LRWU Requirement(each past 1% occurrence)$340.00
3.2.5 T/1 Overflow Investigation (Active Overflow of Interceptor) ................ $450.00
3.2.6 T/ Noncompliance Sampling and/or Testing (each occurrence) ............... $Cost

Domestic Septage Disposal Fees (Accepted Only From Approved Sources)

3.3.1 +HLW Disposal Fee (each 10ad).........cccceiiiiiiiiiiiiiiie e $80.00
Permitted Domestic Septage Waste Hauler/Owner/Operator Fees
3.4.1 New Permit Application Fee (each facility).......c..cccoovervviveniniiiiciiennnn, $400.00
3.4.2 +Permit Modification or Permit Transfer Fee (each action)
NAME ChaNQE: . .c.vi e $150.00
FMOAITICALION: ..o e $490.00
3.4.3 Domestic Septage Waste Haulers - Annual Permit Fee...........ccccceevenee.n. $800.00

3.4.4 Domestic Septage Waste Hauler Tanker Fee - (each truck or tanker)....... $35.00
3.4.5 Noncompliance Inspection, Sampling, and/or Testing (each occurrence).. $Cost

3.4.6 Late Reporting Fee (€aCh OCCUITENCE) .....ocveiueeieiieriiiie e $50.00
Permitted Landfill Owner/Operator Fees
3.5.1 New Permit Application Fee (each facility)..........cccooervvevviiniiciciiennnn, $850.00
3.5.2 +Permit Modification or Permit Transfer Fee (each action)
NAME ChaNQE: . .cviciicecieee e e $150.00
FMOAIFICALION: ..oiiiiiieccc e $490.00
3.5.3 +Landfill Operator - Annual Permit FEe........ccovvvvivriieiiieie e, $490.00
3.5.4 Noncompliance Inspection, Sampling, and/or Testing (each occurrence).. $Cost
3.5.5 Late Reporting Fee (€aCh OCCUITENCE) .....covevvveieiiere e $50.00

Permitted Landfill Leachate Hauler Fees
3.6.1 +New Permit Application Fee (each facility) .......cccccovvnviiiininiiinnnnn, $910.00
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3.7

3.8

3.9

3.6.2 +Permit Modification or Permit Transfer Fee (each action)

NAME ChaNQE: . .ovicieceeice e $150.00

FMOAITICALION: ... e $490.00
3.6.3 +Landfill Leachate Hauler - Annual Permit Fee..........................$1,175.00
3.6.4 Landfill Leachate Tanker Fee - (each truck or tanker) .........cccccooeviriinnnnn, $35.00
3.6.5 Noncompliance Inspection, Sampling, and/or Testing (each occurrence).. $Cost
3.6.6 Late Reporting Fee (€aCh OCCUITENCE) .....coveivveeeiierie e $50.00
Permitted Mobile Pressure Wash Owner/Operator Fees
3.7.1 +Mobile Pressure Wash Operator New Permit Application.................... $320.00
3.7.2 +Mobile Pressure Wash Operator - Annual Permit Fee ..........c..ccccenee.n. $320.00
3.7.3 Mobile Pressure Wash Operator Tanker Fee - (each truck or tanker) ....... $35.00
3.7.4 +Disposal Fee (ach 10ad).........cccooeriieiiiiiicicc e, $80.00
3.7.5 Noncompliance Inspection, Sampling, and/or Testing (each occurrence).. $Cost
3.7.6 Late Reporting Fee (€aCh OCCUITENCE) .....covevveeieiierie e $50.00

Diversion and Sewer Meter Inspection, and Other EAD Fees
3.8.1 New Meter Installation - Review, Inspection, and Approval (each)... .$175.00

3.8.2  Annual Inspection (each meter and meter type) .......cccccvevevververieseennn, $125.00
3.8.3 +Replacement Meter Installation Fee (Active Account Only) ................ $128.00
3.8.4 +Meter Re-Activation Fee (Applies to Lapsed Accounts >180 days) .....$238.00
3.8.5 Variance Request - Pretreatment Ordinance Requirement (each) .......... $500.00

Fees for Other Approved Wastewater Sources

When a customer requests approval to discharge a wastewater source which has not
been classified above in Section 3, the Director shall have the authority to set
discharge fees within the guidelines set forth below.

The Director shall assess whether the wastewater discharge request is compatible with
the treatment works. Also, the Director shall assess the complexity of the discharge
request and adjust the disposal fee accordingly. When the Director establishes a new
wastewater source classification under this Section, the same discharge fee shall be
uniformly applied to future customer requests under this fee schedule.

Wastewater sources approved for discharge will be issued a "Restricted Short Term
Authorization to Discharge Wastewater™ or a "Special Discharge Permit." These shall
apply regardless of whether the approved discharge is delivered to the Adams Field
Treatment Plant for disposal or discharged directly into the sanitary sewer collection
system.

3.9.1 +New Restricted Short Term Authorization - Application Fee .............. $420.00
(Duration of the Short Term Authorization must be less than one year.)

3.9.2 +New Special Discharge Permit - Application Fee ...........c.cccevvvieriennenn, $400.00

3.9.3 +New Special Discharge Permit - Annual Permit Fee (each outfall) ......$400.00

3.9.4 +Special Discharge Wastewater Disposal Fee per Gallon ........... $0.005 - $0.20
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3.9.5 Compliance Inspection, Monitoring, and Testing (each)...........ccccccevuvnnee. $Cost
3.9.6 Noncompliance Inspection, Sampling, and/or Testing (each occurrence).. $Cost
3.9.7 Special Discharge Late Reporting Fee (each occurrence) ..........ccccceeeueneen. $50.00

+ “signifies added/changed fee amounts from 2009 and “bolded items” indicate fees where a
phased increase over three years was necessary and this being the 2" year of the phase
increase recommended by Raftelis Financial Consultants, Inc.. Therefore, similar upward
adjustments will be required for next year to bring the current fee in line with cost of
service.

53



2009

GRADE MINIMUM MIDPOINT MAXIMUM
E-Gr1 $151,465 $192,739 $234,012
E-Gr2 118,189 158,550 198,911
E-Gr3 80,000 117,250 154,500
E-Gr4 66,439 87,537 108,636
E-Grb5 55,890 74,882 93,874
E-Gr6 39,949 60,345 80,742
NE - Gr 14 51,812 66,165 80,519
NE - Gr 13 48,393 61,814 75,234
NE - Gr 12 45,270 59,520 73,770
NE - Gr 11 42,193 55,479 68,766
NE - Gr 10 39,321 51,727 64,133
NE - Gr9 36,699 48,211 59,923
NE - Gr8 34,717 45,645 56,573
NE -Gr7 32,574 42,842 53,110
NE - Gr 6 30,977 39,553 48,128
NE -Grb 29,268 38,488 47,709
NE - Gr4 27,468 35,061 42,654
NE - Gr 3 26,032 34,245 42,459
NE - Gr 2 24,459 31,221 37,983
NE - Gr 1 $10.00/hr $10.00/hr $10.00/hr

2010

GRADE MINIMUM MIDPOINT MAXIMUM
E-Gr1 $151,465 $192,739 $234,012
E-Gr2 118,189 158,550 198,911
E-Gr3 80,000 117,250 154,500
E-Gr4 66,439 87,537 108,636
E-Grb5 55,890 74,882 93,874
E-Gr6 39,949 60,345 80,742
NE - Gr 14 51,812 66,165 80,519
NE - Gr 13 48,393 61,814 75,234
NE - Gr 12 45,270 59,520 73,770
NE - Gr 11 42,193 55,479 70,141 *
NE - Gr 10 39,321 51,727 64,133
NE - Gr9 36,699 48,211 61,121 *
NE - Gr8 34,717 45,645 56,573
NE -Gr7 32,574 42,842 54,376 *
NE - Gr 6 30,977 39,553 49,090 *
NE-Grb 29,268 38,488 48,663 *
NE - Gr4 27,468 35,061 42,654
NE - Gr 3 26,032 34,245 43,308 *
NE - Gr 2 24,459 31,221 37,983
NE - Gr 1 $10.00/hr $10.00/hr $10.00/hr

*maximum increased by 2%
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