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Overview

The Lancaster Area Sewer Authority (Authority) serves seven member municipalities in
Lancaster County, including the Boroughs of East Petersburg and Mountville, and the
Townships of East Hempfield, West Hempfield, Lancaster, Manheim, and Manor. The
sewer system includes the Susquehanna Water Pollution Control Facility, 38 pumping
stations and approximately 530 miles of pipeline. The service area encompasses a
population of about 108,000, or about 23% of the County’s population.

Although most of the sewage from Authority customers flows to the Authority’s
treatment plant in Manor Township, a significant number of Authority customers in
Manheim Township discharge to the City of Lancaster treatment plant.

The Authority performs most operational and administrative functions using full-time
staff, although it contracts-out some specialty work, professional services, and some
functions such as legal services, certain engineering services, financial auditing, and
grounds maintenance. Staffing is currently at 40 permanent full-time employees.

The Authority operates on a fiscal year from April 1 through March 31and is required by
its Trust Indenture to adopt a budget by March 1% for the next fiscal year.

Three key elements make up the Authority’s budget, as follows:

% The 2014-2015 Operating Budget,
% The 2014-2015 Capital Improvements Budget, and
% The 2015-2019 Five-Year Comprehensive Plan.

Authority staff prepares a proposed budget for presentation to the Board Finance
Committee. The Board Finance Committee recommends a final budget to the Board for
review, approval, and adoption.
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Lancaster Area Sewer Authority
2014-2015 Operating Budget Summary

2013-14 Year End Projection

The operating budget summary begins with an overview of the 2013-14 (FY 14) year-end
projections. It is important to understand how the current fiscal year is projected to end before
examining the details of the budget for 2014-15 (FY 15). The line numbers referenced in this
section of the report refer to the Operating Budget Overview on page 4.

Total Revenue (Line 21): Projections for the year show total revenue of $18.2 million which is
$139,000, or 0.77% above budget.

Highlights of revenue line items:

e Line 4 — Bulk Rate Customers - $38,900, or 8.0% over budget — Treatment fees from the
City of Lancaster increased above budget increasing the fees passed on to our bulk rate
customers.

e Line 5— Metered Customers - $197,000, or 6.82% below budget — Third and fourth
quarter flow from commercial and industrial customers were well below budgeted flows.

e Line 12 — Tapping Fees - $303,000, or 35.15% above budget — An apartment complex
adding approximately 340 dwelling units is projected to be permitted to connect by the
end of FY 14, adding $270,000 to projected year end tapping fee income.

e Line 16 — Investment Income - $44,000, or 21.57% below budget — Interest rates on
invested funds decreased 10 basis points while the budget projected a flat interest rate.

e Line 17 — Miscellaneous Income - $23,500, or 6.91% below budget — Below budget
income from the sale of nutrient credits of $70,000 was offset by above budget revenue
from lateral connection fees of $24,000.

Total Operating Expenses (Line 40): Projected total operating expenses for the year are
$11.2 million which is $489,000, or 4.53% over budget.

Highlights of expense line items:

e Line 30 — Replacement and Improvements - $180,000, or 47.52% below budget — Below
budget construction and equipment costs and deferment of approximately half of the
budgeted line items led to below budget expenditures.

e Line 31 — Materials and Supplies - $61,000, or 6.53% below budget — A new inventory
process for chemicals expenses chemicals as they are used rather than when they are
purchased.

e Line 32 — Contract Services — $241,000, or 33.18% over budget — Above budget costs of
$188,000 for biosolids and grit disposal, including $20,000 for outside consultants,
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resulted from a mid-year decision to discontinue land application in favor of landfill
disposal. Additional above budget costs of $30,000 for contract labor resulted from
temporary personnel placements to cover vacant employee positions. Additionally,
software license and maintenance agreements exceeded budgeted costs by $14,000.

e Line 33 — Miscellaneous — $15,000, or 17.06% below budget — Education and training
and dues and subscription expenses remained below budget by $17,000.

e Line 38 — City of Lancaster Treatment Costs - $492,000, or 28.81% above budget — The
treatment rate per 1,000 gallons charged by the City of Lancaster, which by agreement
was retroactively applied to 2012-13 and 2013-14 flow, was 17% above budget.

Excess of Revenue over Expenses (Line 46): The projected excess of revenue over expenses
is $3.2 million which is 9.79% below the budgeted excess of $3.6 million.
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Description

Sewer Rental Income
Flat Rate Customers
LASA
Manheim Township
Total
Metered Customers
LASA
Manheim Township
Total
Bulk Customers
East Lampeter Township
Leola Sewer Authority
Manor Township
Total
Interest and Penalty
LASA
Manheim Township
Total

Surcharge
LASA

Manheim Township
Total

Total Sewer Rental Income

Other Revenue
Tapping Fee
LASA
Manheim Township

Total
Special Purpose Fee
Investment Income
Trucked Waste Fees
Sewer Capacity Reserve Fees

Miscellaneous Income
Lateral Connection Fee
Industrial Waste Permits
Lab Testing Fees
Inspection Fees

LASA
Manheim Township
Total
Dev.Cons.Permits & Inspection
Rental Income
Lease Income
Facility Fees
Leola Sewer Authority
Manor Township
Total
Grants
Reimbursed Escrow Funds
Sale of Assets
Miscellaneous

Total Miscellaneous Income

Total Other Revenue

Total Revenue

LANCASTER AREA SEWER AUTHORITY

2013-14
Budget

REVENUE DETAIL

FISCAL YEAR 2014-15

2013-14
Y/E Projection

% Projected
Over Budget

2014-15
Budget

Increase/
(Decrease)

% Budget Over
Y/E Projection

8,015,000
4,463,000

8,017,000
4,479,000

12,478,000

1,754,000
1,134,000

12,496,000

1,588,000
1.103.000

2,888,000

68,000

306,000
109,000

2,691,000

81,900
326,000
114,000

483,000

112,000
69,000

521,900

114,000
65,000

181,000

212,000
1,000

179,000

216,000
1,000

213,000

16,243,000

448,000
414,000

217,000

16,104,900

730,000
435,000

862,000

73,000

204,000

246,000

100,000

2,000

1,000

5,000

13,000
13,000

1,165,000

65,000

160,000

276,000

120,000

26,000

1,000

4,500

16,000
15,000

26,000
53,000
22,000
85,000

41,000

31,000
56,000
25,000
85,000

41,000

41,000

15,000
90,000

41,000

20,000
27,000

340,000

1,825,000

316,500

2,102,500

0.0%
0.4%

0.1%

-9.5%
2.7%
-6.8%

20.4%

6.5%
4.6%

8.1%

1.8%
5.8%
-1.1%

1.9%
0.0%
1.9%

-0.9%

62.9%
5.1%

35.2%
-11.0%
-21.6%
12.2%

20.0%

1200.0%
0.0%
-10.0%

23.1%
15.4%

19.2%
5.7%
13.6%
0.0%

0.0%
0.0%

0.0%

-70.0%
-6.9%

15.2%

8,423,000
4,644,000

406,000
165,000

13,067,000

1,624,000

1,119,000

2,743,000

84,000

347,000
118,000

571,000

36,000
16.000

52,000

2,100
21,000
4,000

549,000

112,000
70,000

27,100

(2,000)
5,000

182,000

221,000
2,000

3,000

5,000
1,000

223,000

16,764,000

778,000

406,000

1,184,000
71,000
192,000
276,000
110,000
2,000
1,000
5,000

17,000
15,000

6,000

659,100

(10,000)

(24,000)

500

1,000

32,000
63,000
28,000
88,000

41,000

1,000
7,000
3,000
3,000

41,000

15,000
30,000

(5,000)
3,000

305,000

2,138,000

(11,500)

35,500

5.1%
3.7%

4.6%

2.3%
1.5%

1.9%

2.6%
6.4%
3.5%
5.2%

-1.8%
7.7%

1.7%

2.3%
100.0%
2.8%

4.1%

0.0%
0.0%
11.1%

6.3%
0.0%
3.2%

12.5%

12.0%

3.5%

0.0%
0.0%

0.0%

11.1%
-3.6%

L%

18,068,000

18,207,400

0.8%

18,902,000

694,600

3.8%
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2014-15 Budgeted Revenues

Page 7 contains the detailed report of all the income sources for the Authority. Important items
of note from this report are highlighted below.

Total Revenue (Line 63): Budgeted revenues for FY 15 are approximately $695,000, or 3.8%

above projected revenues for FY 14.

Highlights of revenue line items:

Line 5 - Flat Rate Customers - FY 15 income is budgeted to be $571,000, or 4.6% above
projected FY 14. A budgeted 3.0% rate increase will generate additional revenue of
approximately $375,000. The remaining increase results from a budgeted 0.75%
residential customer growth rate of 26 new customers per month and approximately 340
new dwelling units from an apartment complex projected to connect in FY 15.

Line 9 — Metered Customers — Income from metered customers is projected to grow
approximately 1% in FY15 with the remaining increase resulting from the budgeted rate
increase.

Line 30 — Tapping Fee - The new home market is showing a few signs of increased
activity and is projected to provide a budgeted average of 30 new tapping fees per month
in FY 15. Additional tapping fee income of $85,000 is budgeted from charges to existing
industrial and commercial customers for capacity they are using in the sewer system in
excess of their permitted capacity.

Line 41 — Lateral Connection Fees — Residents connecting to the Pleasant Valley sewer
extension in FY 14 paid $24,000 for connection fees. No such sewer extension is planned
for FY 15, resulting in the budget reduction in lateral connection fees.

Chart 1 shows a breakdown of budgeted revenue sources for FY 14.



Metered Bulk

15% 1 / 3%
Tapping Fee

6%

Other
6%

Investment Income
Flat Rate 1%

69%

Chart 1 — FY 15 Allocation of Revenue



LANCASTER AREA SEWER AUTHORITY
OPERATING EXPENSES DETAIL
FISCAL YEAR 2014-15

Description

Wages and Benefits
Salaries and Wages
Deferred Compensation
Unemployment Compensation
FICA
Worker's Compensation
Pension Plan
Health Insurance
Uniforms and Boots

Other Employee Benefits
Wellness Program

Total Wages and Benefits

Utilities
Natural Gas/Propane
Electricity
Water
Communications

Total Utilities

Maintenance
Grounds Maintenance
Vehicle Maintenance
Equipment Maintenance
Cleaning Senvice
Building Maintenance

Replacements and Improvements

Rental Property Maintenance

On-Call Mileage Reimbursement

Sewer Backup Costs
Total Maintenance

Materials and Supplies
Gas, Oil, and Grease
Equipment Rental
Diesel Fuel
Postage
Office Supplies
Operating Supplies
Chemicals
Small Hand Tools
Expendable Items
Health and Safety
Computer Supplies

Total Materials and Supplies

Contract Services
Meter Reading
Contract Labor
Engineers
Legal
Accounting
Trustees
Computer Senices
Employee Testing Senices
Outside Consultants
Outside Laboratory Senices
Sludge Disposal
Grit Disposal
Insurance
Total Contract Senvices

Miscellaneous
Education and Training
Advertising
Dues and Subscriptions
Miscellaneous
WTMA Tapping Fees
Railroad Permits
Real Estate Taxes
Total Miscellaneous

Interest
Interest
Total Interest

Sewer Treatment

City of Lancaster - Sewer Treatment

Total Sewer Treatment

Total Operating Expenses

2013-14
Budget

2013-14
Y/E Projection

% Projected
Over Budget

2014-15
Budget

Increase/
Decrease

% of Budget Over
Y/E Projection

$ 2341813 $

6,400

8,856

179,149
20,400
371,000
709,050
15,330

3,500
1,000

2,317,286
6,400
9,200

177,272
46,550
371,000
711,275
15,600
2,400
2,000

3,656,498

5,150
639,460
12,200
98,740

3,658,984

5,100
639,130
19,097
105,286

755,550

42,460
33,550
260,930
3,770
48,430
378,065
3,000
300
1,750

768,613

39,900
40,125
247,170
3,770
42,150
198,398
15,400
250
1,800

772,255

42,460
23,700
47,500
18,460
66,570
676,350
4,760
7,630
16,660
28,000

588,963

34,185
550
22,895
45,000
18,700
71,100
625,000
4,305
7,900
13,600
28,000

932,090

15,000
387,000
7,570
97,000

871,235

11,000
550,000
12,500
107,500

-1.05%
0.00%
3.88%

-1.05%

128.19%
0.00%
0.31%
1.76%

-31.43%

100.00%

0.07%

-0.97%
-0.05%
56.53%
6.63%

1.73%

-6.03%
19.60%
-5.27%
0.00%
-12.97%
-47.52%
413.33%
-16.67%
2.86%
23.73%

-19.49%
0.00%
-3.40%
-5.26%
1.30%
6.80%
-7.59%
-9.56%
3.54%
-18.37%
0.00%
-6.53%

0.00%
417.60%
-62.50%
25.71%
-1.38%
-14.53%
27.91%
26.32%
90.91%
-26.67%
42.12%
65.13%
10.82%

725,550

966,260

2,145,281

73,305

2,145,281

2,145,281

1,708,000

2,145,281

2,200,000

1,708,000

2,200,000

33.18%

-42.67%
1.11%
-19.46%
-13.93%
0.00%
-41.46%
5.10%
-17.06%

0.00%
0.00%

28.81%
28.81%

2,442,385
6,400
11,200
186,842
45,631
371,100
726,675
12,450

4,500
500

125,099
2,000
9,570

(919)
100
15,400

2,100
(1,500)

3,807,684

5,150
629,299
12,297
106,816

148,700

753,562

40,730
44,500
314,670
3,770
40,750
250,000
21,000
300

750

830
4,375
67,500
(1,400)
51,602
5,600

50
(1,050)

716,470

35,010
27,170
43,000
15,200
65,450
635,000
4,260
7,630
20,200
13,700

127,507

6,600
(14,300)

866,620

116,490
2,400
52,000
25,000
620,000

114,000
1,026,990

(4,615)

80,150

1,979,767

6,845

(165,514)

1,979,767

2,200,000

(165,514)

2,200,000

5.40%
0.00%
21.74%
5.40%
-1.97%
0.03%
2.17%
-20.19%
87.50%
-75.00%
4.06%

0.98%
-1.54%
-35.61%
1.45%
-1.96%

2.08%
10.90%
27.31%

0.00%

-3.32%
26.01%
36.36%
20.00%
-58.33%
21.65%

2.41%
0.00%
18.67%
-4.44%
-18.72%
-7.95%
1.60%
-1.05%
-3.42%
48.53%
51.07%
-0.53%

0.00%
-74.10%
33.33%
-20.45%
1.40%
0.00%
5.90%
0.00%
23.81%
127.27%
12.73%
-100.00%
6.05%
6.29%

35.14%
-5.49%
-6.93%

8.13%
0.00%
0.00%
1.56%
9.34%

-1.72%
-1.72%

0.00%
0.00%

$ 10,783,609 $

11,272,641

4.53% $ 11,431,243

158,602

1.41%
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2014-15 Budgeted Expenses

Page 10 contains the detailed report of all the expenditures of the Authority. Important items of
note from this report are highlighted below.

Total Expenses (L ine 95): Total operating expenses in FY 15 are budgeted to be $159,000, or

1.41%, above FY 14 projected year end.

Highlights of expense line items:

Line 2 — Salaries and Wages — The overall budgeted salary increase is $124,000, or
5.34% for FY 15. Budgeted increases for collective bargaining unit employees are 2.50%
as well as 2.75% increases for non-union employees. One additional employee to fill the
vacant Plant Director position is planned for FY 15.

Line 22 — Electricity — Contracted electricity generation costs have been contracted for
three years at a 10% reduction leading to a budget reduction of $10,000, or 1.54%, in
total electricity costs.

Line 30 — Equipment Maintenance — Scheduled maintenance and planned rehabilitation
across the system will result in $62,500, or 25.29%, additional expenditures for
equipment maintenance in FY15.

Line 33 — Replacements and Improvements —A detailed list of the items budgeted for FY
15 is included at page 13.

Line 51 — Health and Safety - Additional budgeted purchases in FY 15 include new gas
detection meters and additional personal protection equipment totaling $6,000.

Line 64 — Outside Consultants — Outside printing of the LASA sewer bills will add
$24,000 to this line for FY15.

Outside Laboratory Service — Additional testing of LASA influent and biosolids to
comply with EPA and DEP regulations will increase the budgeted lab fees by $14,000 in
FY15.

Line 88 — Interest — Continued annual reduction of outstanding debt reduces interest
expense each year. Combined with the partial refinancing of the 2004 series bond issue in
FY 12 and FY 13, interest expense will drop $166,000, or 7.72%.

Chart 2 shows a breakdown of budgeted expenses in FY 15.

-11 -



Contract Services
9%

Treatment Cost -
City of Lancaster
20%

Debt Service
Interest
18%

Materials &
Supplies
7%

\ \Utilities

7%

Maintenance
6%

Chart 2 — FY 15 Allocation of Expenses

[
Wages and
Benefits
33%

2014-15 Budgeted Excess of Revenue Over Expenses

The Authority’s Trust Indenture requires revenue to exceed expenses by at least 5% each year.
The budgeted excess of revenue over expenses for FY 15 is $3,757,757 (Page 4, Line 46), which

IS 25% over expenses and sufficient to comply with this requirement.

This $3.7 million excess will fund the Authority’s Capital Improvements Budget. For additional
details on the Authority’s Capital Improvements Budget, see Section 3 and 4 of this report.
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LANCASTER AREA SEWER AUTHORITY
REPLACEMENTS AND IMPROVMENTS DETAIL
FISCAL YEAR 2014-15

Line Description Amount
Administration
Computer Work Station Upgrades 13,400
Mobile Tablets 5,600
Smart Phone Replacements 1,000
Total Administration 20,000

Maintenance

Verbatims for Pump Stations 4,200
Vactor Truck Repairs 3,000
Tracemaster Pipe and Cable Locator 4,000
Suction Plate and Volute at Bausman PS 6,000
Mechanical Seal at Blue Rock PS 5,500
Impellers and Volutes at Blue Rock 1 PS 13,500
Drill Well for Water Source at Charlestown PS 14,750
New Motors and Drives at Graystone PS 5,000
Outside Gate Valve Replacement at Landisville 1 PS 5,000
Rebuild Pump # 1 at Locust Grove PS 18,250
Transfer Switch Replacement at Salunga PS 11,500
Pump Seal Replacement at LeTort PS 5,000
Wet Well Piping Replacement at Butter Road PS 5,000
Mechanical Seals at Eden Road PS 13,000
Gas Detection System at Fruitville PS 5,800
Wet Well Piping Replacement at Fruitville PS 6,000
Signal Replacement at Pleasure Road PS 5,200

Total Maintenance 130,700

Treatment Plant

Valve Replacement for Return Activated Sludge 8,000
Sludge Valve Replacement at Primary Clarifier 10,000
Mixer Rebuild on West Train of Aeration Basin 8,000
LDO Probe Replacements for Aeration Basin 5,000
Heater for Temperature Control Replacement at Chlorination Building 5,300
Butterfly Isolation Valve Replacement for Blowers 10,000
Augers for Conweyors at Headworks 16,000
Coating for Conweyors at Headworks 8,000
Pump Rebuild for Biosolids Sludge Pumps 14,000

Total Treatment Plant 84,300

Laboratory
Ammonia Meter, Spectrophotometer, Desiccator, Jar Testing Apparatus, and Probe Replacements 15,000
Total Laboratory 15,000

Total Replacements and Improvements 250,000
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LANCASTER AREA SEWER AUTHORITY
CAPITAL IMPROVEMENTS BUDGET
FISCAL YEAR 2014-15

BRIF CARF TOTAL

Beginning Balance 6,803,361 914,363 $ 7,717,724

Sources of Funds
Operating Budget Excess of Revenue Over Expenses 5,827,191 1,643,567 7,470,757
Bond Proceeds 25,000,000 25,000,000

Total Funds Available 37,630,552 2,557,930 40,188,482

Use of Funds
Debt Service - Principal 4,768,000 4,768,000

Capital Improvements
Administration/Engineering

Backup Server Upgrade 23,600 23,600
Firewall Upgrade 25,000 25,000
Redundant Server 25,000 25,000
Pick-up Truck 22,000
Vehicle 24,000

Total Administrative/Engineering 73,600 119,600

Collection System

Little Conestoga Interceptor Expansion 645 645
Mountville Interceptor Expansion 645 645
Granite Run Interceptor Expansion 32,448 32,448
Raintree Road Area Sewer Extension 290,078 290,078
Impeller Replacements 25,000 25,000
Pleasure Road PS Channel Grinder Rebuild 26,000 26,000
Pleasure Road/Eden Road PS Impeller Replacements 28,000 28,000
Pleasure Road/Eden Road PS Valve Replacements 32,000 32,000
Dump Truck Replacement 35,000 35,000
Charlestown Road PS Channel Grinder Rebuild 37,000 37,000
Sewer System Televising 150,000 150,000
Laterals, Manholes, and Structures Rehabilitation 399,780 399,780

Total Collection System 323,816 732,780 1,056,596

Treatment Plant

Trucked Waste Receiving Station Improvements 15,000 15,000
Forklift Purchase 20,000 20,000
Nitrate Probe Purchase 20,000 20,000
SCADA Upgrade 53,000 53,000
Chlorination Upgrade 94,000 94,000
Anoxic Zone Modifications 1,100,000 1,100,000
Biosolids and Chlorination Upgrade 1,468,878 1,468,878
Well Water Pipe Replacement 35,000 35,000
Aeration System Membrane Replacement 45,000 45,000
Centrifuge Rebuild 95,000 95,000

Total Treatment Plant 2,770,878 175,000 2,945,878

Total Capital Improvements 3,168,294 953,780 4,122,074

Total Uses of Funds 7,936,294 953,780 8,890,074

Ending Balance $ 29,694,258 1,604,150 $31,298,408




Lancaster Area Sewer Authority

2014-2015 Capital Improvements
Budget Summary

The Capital Improvements Budget is used to repay debt and to plan for purchases the Authority
makes in excess of $20,000 where the purchased item has an estimated life of more than one
year. The Authority has established two separate funds from which to fund these purchases — the
Bond Redemption and Improvement Fund and the Capital Asset Replacement Fund.

Bond Redemption and Improvement Fund (BRIF)

The BRIF is used to repay principal on bond issues and to fund the expansion or addition of
fixed assets owned by the Authority. The Capital Improvements Budget on page 15 shows that at
the start of FY 15, the BRIF will have a balance of approximately $6.8 million (Line 1). 78.0%
of the excess cash generated by the operating fund in FY 15, or approximately $5.8 million (Line
4), will be transferred to this account.

During FY 15, $4.8 million will be paid in debt service principal payments for the Series 2002,
2004, 2005, 2010, 2012 and 2013 bond issues (Line 10). The total principal amount of the bonds
when issued was $80.0 million. At the end of FY 15, the unpaid principal will be $47.9 million.

Over $3.0 million is budgeted in FY 15 from the BRIF for capital improvements (Line534).
34.0% of these improvements are to upgrade the City of Lancaster’s treatment facility (Line 40).
47.0% will be used to complete the design of the upgrades to the biosolids handling and
chlorination process at the Authority’s treatment facility (Line 41). The remaining 19.0% is for
design of sewer extensions and various equipment purchases throughout the system.

Capital Asset Replacement Fund (CARF)

The CARF is used to fund the replacement of assets that have reached the end of their useful life.
The Capital Improvements Budget on page 15 shows that at the beginning of FY 15, the CARF
will have a balance of approximately $0.9 million (Line 1). 22.0% of the excess cash generated
by the operating fund in FY 15, or more than $1.6 million (Line 4), will be transferred to this
account.

During FY 15, over $0.9 million is budgeted to be spent from the CARF. 62.0% will be used to
identify, refurbish, or replace portions of the collection system that are either undersized or are
sources of infiltration and inflow (Lines 30 and 31). 29.0% will be used to rebuild or replace
obsolete equipment throughout the treatment plant. The remaining 9.0% will be used to replace
two vehicles in the automotive fleet (Lines 17 and 18).
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The BRIF and CARF policy defines the minimum balance that should be maintained in these
Funds. It is based on the following formula (the numbers shown represent the calculated
amounts for FY 15):

Average Annual Debt Service for the next 5 years = $7,362,168
+ 5% of Average Annual Operating Expenses for next 5 years = $ 506,547
+ Self-Insured Pollution Liability Coverage = $1,030,000
Minimum Reserve Balance = $8,898,715

At the end of FY 14, the balance in the BRIF and CARF is projected to be $0.9 million below the
minimum funding amount. The Board has approved an exception for FY 14 allowing the balance
in the BRIF and CARF to drop below the minimum.

At the end of FY 15, the balance in the BRIF and CARF is projected to exceed the above-
referenced minimum balance.
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Lancaster Area Sewer Authority
2015-2019 Five Year Comprehensive Plan

The Authority’s operating budget provides a framework for short-term operational expenditures,
while the Five Year Comprehensive Plan, coupled with the Five Year Capital Improvements
Plan, allows the Authority to look to the future for long-range planning and ongoing
implementation of the Authority’s Strategic Plan.

The Five Year Comprehensive Plan incorporates all revenue sources available to meet operating
expenses and debt service costs as well as the requirements of the Five Year Capital
Improvements Plan. It is a dynamic five year document, subject to annual review, that provides
the LASA Board and management with a long-range planning tool. Since 1994, the Authority
has used the Five Year Comprehensive Plan to implement over $88 million in capital
improvements as well as the $25 million acquisition of the Manheim Township sewer system,
while maintaining rates at an affordable level.

The current Five Year Comprehensive Plan follows the same principles established in previous
years. Excess cash generated in the Operating Fund is deposited in the Bond Redemption and
Improvement Fund and the Capital Asset Replacement Fund. Each of these funds acts as the
repository for the funding of the Five Year Capital Improvements Plan as well as self-insured
pollution liability coverage. Policies currently in place define the minimum balance the
Authority will maintain in each of these funds (See Page 17 for a discussion of the changes in the
policy for FY 14).

The following are several key elements included in the plan as shown on pages 19 and 20, which
covers FY 15 through FY 19.

Revenue

$25,000,000 -

$21,000,000 -

$17,000,000 A

$13,000,000 -

$9,000,000 -
2014-15 2015-16 2016-17 2017-18 2018-19

O Revenue | $18,902,000 | $20,092,077 | $20,827,500 | $21,739,155 | $23,063,531

Chart 3 - FY 15-19 - Total Revenue Projections
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Chart 3 shows the projected revenue growth over the next five years. Sewer rental income should
continue to grow at 1.0% to 1.25% for the forecast period. Starting in FY 15 through the
remainder of the planning period, additional increases in flat rate rental income (Line 3) are the
result of annual rate increases and new connections resulting from the sewering of the needs
areas identified in the Act 537 Plan.

Revenue from metered customers is expected to follow recent trends with a minimal 2.0% -
2.25% annual growth in addition to annual rate increases over the next five years (Line 5). The
major industrial/commercial customer base remains solid and should continue to provide a strong
base of revenue. The same growth can be projected for surcharge income (Line 6), which is
generated by high strength industrial and commercial wastes.

Investment income (Line 16) will increase slightly over the last three years of the projection
period as projected increases in the rate of return offset projected capital reserve decreases. The
current rate of return on reserves is projected to be 0.61% in FY 15 before moving back up to
2.5% by the end of the planning period.

EXxpenses

$13,000,000

$11,000,000

$9,000,000

$7,000,000

2014-15 2015-16 2016-17 2017-18 2018-19
O Expenditures | $11,431,243 | $12,524,193 | $12,706,540 | $12,784,572 | $12,888,164

Chart 4 — FY 15-19 - Total Operating Expense Projections (without Depreciation)

Chart 4 depicts total operating expenses, without depreciation, over the next five years (Line 38).
Total operating expenses in FY 15 are budgeted to increase 1.40% (see Section 2 for additional
details). Operating expenses in FY 16-19, with the exception of employee benefits, are projected
to increase at an average annual rate of 3.0%. Health care costs are projected to increase at an
annual rate of 4.5% for the next five years.

Sewer Rental Rates

Sewer rental rates are budgeted to increase 3.0% in FY 15, increasing the monthly rate for all
residential customers $0.85 per month. Manheim Township commercial customers will also see
a 3.0% increase in their base rate and the rate per 1,000 gallons for all discharge in excess of
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500,000 gallons per quarter. All other commercial customers will see a 3.0% increase for all
gallons discharged. Additional 3.0% rate increases per year are projected through FY 19.

The Authority’s current monthly rate of $28.15 ranks as the 14™ lowest rate among 41 local
sewer providers. The rate is 21.0% below the average monthly rate of $35.60. In FY 198, after
the projected increases mentioned above, the projected rate of $32.63 would still rank the
Authority as the 17" lowest and 8.0% below the current average monthly rate.

Capital Improvements

The current Capital Improvements Plan reflects the Authority’s commitment to upgrade the
performance of the collection and conveyance system as well as the treatment plant. A well-
defined and planned Capital Improvements Plan allows for timely maintenance and
improvements of the facilities while reducing costly emergency repairs and unexpected
improvements.

By looking forward at least five years, the Authority can put into place funding necessary to
accomplish the required upgrades, replacements, and improvements that keep the system
operating efficiently and within regulatory requirements. The asset management plan
implemented in FY13 provides a mechanism for management to project and rank those assets
whose rehabilitation or replacement are critical to limiting the risk exposure of the Authority.

Bond Redemption and Improvement Fund: Total improvements for the five-year period are
estimated to be $73.4 million (Line 118). Chart 5 below depicts the anticipated capital
improvement costs over the next five years and Chart 6 depicts the various areas in which these

funds will be expended.

$15,000,000

$10,000,000

$5,000,000

$0
2014-15 2015-16 2016-17 2017-18 2018-19

O Improvements | $3,228,294 $12,252,045 $13,430,209 $1,333,880 $1,652,425

Chart 5 - FY 15-19 - BRIF Improvements
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Act 537
9o,  Collection System

Upgrade
\ 3%

New Equipment
2%

\l

Plant Upgrade and
Expansion
86%

Chart 6 — FY 15-19 - Allocation of BRIF Improvements

86.0% of the BRIF improvements planned over the next five years are designated for treatment
plant upgrades to allow the plant to remain in compliance with discharge regulations and to
expand the plant to receive most of the flow currently going to the City of Lancaster. A bond
issue (Line 113) of $25.0 million is planned in FY 15 to fund the upgrade and expansion. The
remaining BRIF projects will require an additional $4.4 million to fund Act 537 sewer
extensions and other collection system upgrades. A reserve balance of $12.4 million will remain
at the end of the five-year period (Line 120).

Capital Asset Replacement Fund: Total CARF replacements for the five-year period are
estimated to be $3.9 million (Line 130). Chart 7 provides a year by year graphic of the planned
replacement costs. Chart 8 depicts the various areas in which these funds will be expended.

$1,500,000

$1,000,000

$500,000

$0
2014-15 2015-16 2016-17 2017-18 2018-19

O Replacements $893,781 $557,409 $812,965 $888,316 $759,341
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Chart 7 — FY 15-19 - CARF Replacements

Pump Station
Rehabilitation
10%
Equipment
28%

Collection System
\ ~—Rehabilitation
58%

Treatment Plant
4%

Chart 8 — FY 15-19 - Allocation of CARF Replacements

Over half of the CARF replacement costs over the next five years are designated to rehabilitate
or replace deteriorating sections of the collection system. $2.3 million will be spent to
rehabilitate these sections. The remaining $1.6 million will be used to replace obsolete
equipment throughout the Authority’s asset base. The CARF is projected to have a $2.1 million
reserve at the end of the five year planning period (Line 132).

For additional details on the planned capital improvements for the next five years, see the Five
Year Capital Improvements Plan shown on pages 26-28 of this report.
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