JOINT COMMON COUNCIL AND UTILITY ADVISORY BOARD WORKSHOP
REGARDING WEST CENTRAL WISCONSIN BIOSOLIDS CONTRACT
VIRTUAL MEETING AGENDA
NOVEMBER 17, 2020
**Please note that due to the ongoing COVID-19 public health emergency, members of this governing
body will attend virtually. The City Council Chambers will be open to the public but limited to 10
attendees or less due to social distancing. (Use the lower level doors.) For your personal safety and the
safety of our community, interested persons are invited to watch from their homes in lieu of attending
the meeting in person. **

The public may view/listen to the meeting by:
Calling Toll Free: 1-844-992-4726, Access code: 132 527 4012, Event password: 1234
Visiting the web link: https://tinyurl.com/RFUAB-Council11172020
Viewing the City’s YouTube Channel: https://www.youtube.com/user/cityofriverfalls
Call Meeting to Order: 5:30 p.m.
Roll Call
1. Background on the West Central Wisconsin Biosolids Contract and UAB October 19,
2020 Memo of Financial Analysis for Biosolids Treatment Alternatives
a. by Kevin Westhuis, Utility Director and Ron Groth, Water/Wastewater
Superintendent
2. Presentation Strand Associates, Inc.
a. by Randy Wirtz, P.E., Ph.D., Director of Practice-Wastewater and Ryan Yentz,
P.E., Project Engineer
3. Presentation by Trilogy Consulting, LLC of Financial Analysis
a. Christine DeMaster, Principal/Senior Consultant and Erik Granum, Principal
4. Discussion and Consideration
5. Workshop Adjournment
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MEMORANDUM
TO:

Utility Advisory Board

FROM:

Ronald Groth, Water/Wastewater Superintendent

DATE:

October 19, 2020

TITLE:

Financial Analysis for Biosolids Treatment Alternatives

INTRODUCTION
Biosolids are generated as a byproduct of the wastewater treatment process. In the initial stage
of treatment waste products such as plastics, cloth debris, and grit are removed and landfilled.
The resulting waste stream consists of water, organic material, and inert solids. In a biological
treatment process, bacteria breakdown the organic material. The bacteria form a floc that tie up
the solids and nutrients. The floc settles and separates the solids from the water. The water leaves
the plant as effluent recycled back into the river. A portion of the biological mass is constantly
being removed from the system. The solids being removed are thickened and stored for
additional treatment. River Falls currently hauls this material to West Central Wisconsin
Biosolids Facility (WCWBF) for further treatment; the resulting product is biosolids. After
running through the Ellsworth facility, the biosolids are applied to farm fields. The biosolids
contain some organic material as well as nutrients beneficial to agriculture.
A majority of the biosolids in the United States are land applied on agricultural or forest cropland.
Other methods of disposal include incineration and landfill. Most of the biosolids produced fall
into two categories, Class A and Class B. To meet Class A standards, you must comply with EPA
rules to achieve pathogen reduction and heavy metal limits. There are 2 main outlets for biosolids,
recycling and landfilling. Recycling or reuse is preferred because of the value of the biosolids to
plant growth. Most of the product is applied to crop land that is not used for human consumption
but high-quality Class A biosolids can be applied to things like gardens, flower beds, and lawns.
BACKGROUND
In 1998 the Wisconsin DNR mandated communities in Wisconsin could no longer spread sludge
on frozen ground. This requirement meant biosolids needed to be stored for 6 months to comply
with the frozen ground requirement. Communities across the State built storage facilities or came
up with alternate methods to comply with the new requirement. In response to the 6-month
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storage requirement a group of communities in Western Wisconsin began exploring the
possibility of forming a coalition to treat and store biosolids. In 1995 a resolution adopting a set
of bylaws to form a consortium of 11 communities was passed by each community. The group
consisted of River Falls, Baldwin, Somerset, Spring Valley, Roberts, Ellsworth, Hudson, Amery,
Prescott, New Richmond, and Osceola. There are currently 10 non-member facilities that contract
to treat their biosolids.
In 1995 member communities signed 20-year contracts with WCWBF for treatment and disposal
of their biosolids. In 2015 all the members agreed to extend their contracts for an additional 10
years until December 31, 2025. WCWBF is now requesting all member communities extend their
contracts until December 31, 2040.
The facility bills users monthly for trucking, processing, administration, debt service (if any debt
is held), and replacement fund costs. Trucking is billed by the gallon for all member communities.
Cost for all the members is the same per gallon regardless of the distance hauled. Non-members
pay a fixed charge based on mileage. Processing and debt service are charged based on pounds
of solids hauled to the facility. Non-members pay an additional 10 percent over and above the
member rate.
Discussion
In 2019 the City contracted with Strand Engineering to study the options available to treat
biosolids to a Class A standard (attachment A). The objective of the study was to evaluate the
feasibility of continued hauling to WCWBF versus treating our own biosolids. The study
considered operation and maintenance (O&M) costs over a 20-year period. Strand’s analysis
showed the lowest cost option over a 20-year period, on an O&M basis, would be to treat our own
solids using a paddle dryer system.
If we decide to build our own facility engineering would start in 2022 to develop a facility plan.
The project would be put out to bid early in 2024 to allow for equipment acquisition. Substantial
completion would be in the fall of 2025.
Strand’s analysis for O&M costs related to WCWBF are based off the facility switching their
process to a drying system. WCWBF has been in the process of developing a facility plan to
replace the current lime stabilization process. The facility plan for the Ellsworth plant calls for
construction beginning as early as 2022.
WCWBF began pursuing an alternate treatment method because of limitations on sludge
distribution from the current process. The current process uses lime stabilization. The lime being
added creates significantly more solids for disposal. The lime is also a limiting factor on land
application. Application rates are determined by over applying lime to crop ground and
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achieving too high of a soil ph. The consistency of the product is also not desirable. It tends to
form clumps which make it unusable in applications other than crop land.
There are pros and cons to taking over treatment of our own biosolids. Some of the advantages
to treating our own biosolids include maintaining local control and lower O&M costs. Local
control allows us to design, operate and make changes to the process in a way that optimally
benefits the City of River Falls. The elimination of trucking 3.5% solids and bringing centrate
back would be an environmental benefit. With the return of the centrate from the facility to be
treated at the River Falls wastewater plant we basically get waste from every other community
that hauls to the facility. Along with the shared waste we may also share any of the problems
they may have with industrial contributors or operational upsets. PFAS in the biggest concern in
the news right now regarding potentially harmful industrial discharge but the list is numerous.
Some of the benefits of belonging to a regional facility are shared responsibility for meeting future
regulations, shared capital costs and ease of operation on the local level.
The contract between the City of River Falls and WCWBF is set to expire December 31, 2025. The
City’s attorney reviewed the terms of the contract to see what options are available. He
recommended, based on contract language, we give a 5-year notice of our intent to withdraw
from the contract with WCWBF if that is the course we choose.
Financial Consideration
Trilogy Consulting was retained to analyze the financial breakdown of the various options. O&M
costs along with principle and interest costs were examined. The study looked at three possible
scenarios. The first option involved treating our own biosolids with a paddle drying system and
providing six-month storage. The second option was to continue to haul to WCWBF with the
installation of a new sludge drying system. The third option was to continue to haul to WCWBF
with the replacement of the current lime stabilization process.
Trilogy Consulting provided a comparison of the three alternatives for total operation &
maintenance, capital costs and debt service for the wastewater utility until 2045. Table 1
summarizes their findings for the three alternatives.
Table 1

Alternative 1River Falls Biosolids

Alternative 2 –
WCWBF with
Sludge Drying

Alternative 3 –
WCWBF with Lime
Stabilization

Operation & Maintenance

$36,940,000

$46,167,000

$42,520,000

Cash Financed Capital +
Dept Service
Total Present Value

$17,930,000

$12,594,000

$12,594,000

$54,870,000

$58,761,000

$55,114,000
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Alternative 2 and 3 assume WCWBF will take out a loan to cover the capital cost of construction
and the loan will be paid back by the users through the debt service charge. When WCWBF was
originally formed member communities each secured their own financing. The funds were given
to the facility for construction. WCWBF paid off the members loans with a debt service charge
on each member and non-member monthly invoice. There has been some desire to fund a future
project in the same manner.
Trilogy used numbers from Town & Country Engineering, the consulting engineer for WCWBF,
to calculate expected debt repayment costs for River Falls. Strand Engineering provided the
capital costs Trilogy used in calculations to build our own facility. When you break down the
capital costs for each facility and compare the construction cost to dry tons produced there is a
noticeable difference. The capital costs in this comparison show almost a doubling of the cost per
dry ton to build our own facility. This would lead you to believe the estimate by Strand is on the
conservative side and Town & Country’s estimate may be a little light. Even with this stark
difference we make up the construction costs by coming in substantially lower on operation and
maintenance expense.
Funding for constructing our own biosolids facility would be through bonding. Table 13 on the
last page of the executive summary outlines capital and debt payments for the wastewater utility
on outstanding and future debt through 2025. If we chose to stay with WCWBF funding for a
future project will be paid by one of two methods. The first would be for WCWBF to take out a
loan and recoup payments by charging a debt service fee to all users based on pounds of solids
treated. These costs are shown on table 13 of Trilogy’s executive summary under O&M costs for
alternative 2 and 3. The second method which was used when the facility was formed would be
for each member to take out a loan for their percentage of ownership. The funds would be turned
over to WCWBF who would make principle and interest payments. The debt would be funded
by a debt service charge on each facilities’ monthly invoice. Several communities have expressed
interest in obtaining funding from the Clean Water Fund (CWF). When funds are acquired from
CWF certain stipulations are put on the loan. Prevailing wage laws apply, a replacement fund
must be established, made in America rules are enforced, and Utilities must also demonstrate
their revenues are enough to pay expenses including a replacement fund, and charges are applied
evenly to all rate classes.
Conclusion
The information is provided for review. Any questions you may have staff will answer over the
next month. The intent would be to bring a resolution to November’s Utility Advisory Board
meeting giving notice reserving our right to withdraw from membership in the WCWBF at the
expiration of our current contract on December 31,2025.
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Strand Associates, Inc.®

Wastewater Treatment Plant Biosolids Study

River Falls, WI
November 17, 2020
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Meeting Agenda
• Project Scope
• Equipment Proposals
• Cost Evaluations

• Solids Disposal
• Next Steps
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Biosolids Study – Scope
• Evaluate producing Class A biosolids at River Falls WWTP
o Belt drying
o Paddle drying

• Develop budgetary costs, including capital and O&M costs
• Compare alternatives to the current method of hauling sludge to
the WCWBF
• Summarize in a brief report
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Biosolids Study – Equipment Proposals
• BCR Bio-Scru Paddle Drying System
• Komline-Sanderson Paddle Drying System
• Huber Belt Drying System
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Biosolids Study – Major Equipment

Centrifuge
Dryer Feed System
Sludge Storage

http://www.komline.com/wp-content/uploads/Dryer.480.m4v

Dryer
11

River Falls Drying Option
•
•
•
•

Equipment Costs – $2.5 - 3.2 M
Changes to existing River Falls Sludge Building – $350,000
Electrical, Mechanical, Site, and General Conditions – $1.3 - 1.6 M
Contingencies and Engineering – $1.6 - 2.0 M

• Anticipated total capital cost ~ $6.1 million for on-site drying (RF
only)
• Anticipated annual O&M cost ~ $165,000
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River Falls Drying Option – Site Layout

Proposed new 1,500 sq. ft. Truck
Loading Bay/Dried Product Storage
Proposed additional 300 sq. ft. for
drying equipment
Re-use existing Biosolids Facility
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Solids Disposal – Dried Solids
• Land disposal
o Farmers and citizens can use for fertilizer
o Likely no cost for disposal, no charge for use as fertilizer
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Next Steps
Potential schedule if River Falls decides to move forward

Description
Detailed Planning to Better Define Costs
Design
Bid Opening
End of Construction
End of Existing WCWBF Contract

Date

2021
1st Q 2022
2nd Q 2023
2nd Q 2025
Dec 31, 2025
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Questions?

© ma_rish – vectorstock.com
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Wisconsin Dells – Other Photos
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Wisconsin Dells – Other Photos
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Biosolids Study – Biosolids Facility Layout
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Where are Dryers Locally Installed?

Wausau
Belt Dryer

Marinette
Belt Dryer
Green Bay
Paddle Dryer

Stevens Point
Paddle Dryer

Kiel
Belt Dryer

La Crosse
Proposed
Wisconsin Dells
Paddle Dryer
Beloit
Proposed

Sheboygan
Belt Dryer

Fond du Lac
Proposed
Kenosha
Belt Dryer
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Financial Analysis of Biosolids Treatment
Alternatives
Prepared for the

City of River Falls
by Trilogy Consulting, LLC
November 10, 2020
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City of River Falls
Financial Analysis of Biosolids Treatment Alternatives

INTRODUCTION
In 2019, City of River Falls retained Strand Associates to evaluate the feasibility and estimated
costs of producing Class A biosolids at the River Falls WWTP instead of hauling biosolids to the
West Central Wisconsin Biosolids Facility (WCWBF). The resulting report, “2019 Wastewater
Treatment Plant Biosolids Study” (Strand Report), identified construction of facilities for
biosolids management at the River Falls WWTP as the most cost-effective alternative based on
a 20-year present worth analysis of both capital costs and operating costs savings.
After completion of the Strand Report, WCWBF provided an updated present worth summary
for eight alternative facility upgrades, dated May 21, 2020.
Trilogy Consulting was retained to prepare a complete financial analysis of the impacts of the
alternatives for biosolids management on the Utility and its ratepayers. This executive summary
highlights the methodology and findings of this analysis.

SCOPE
Trilogy prepared a net present value comparison of anticipated total operation and
maintenance expenses, cash financed capital outlay and debt service for 2020 through 2045 for
the River Falls Sewer Utility for two initial alternatives: Alternative 1 (Produce Class A biosolids
at the River Falls WWTP) and Alternative 2 (Continue Hauling to WCWBF with construction of
Alternative C-2 Remove Lime Stabilization, Sludge Drying to 90%, Bagging), as well as analysis of
projected cash flows, debt load, and cash reserves. During discussion with City staff, Trilogy was
also asked to evaluate a third alternative, Alternative 3 (Continue Hauling to WCWBF with
construction of Alternative A, Continued Lime Stabilization and No Sludge Drying).
The analysis was comprised of the following elements.
•
•
•
•
•

Develop 20-year projections of O&M expenses for the River Falls Sewer Utility for each
alternative
Develop 20-year projections of annual capital costs, debt issuance, debt service and
recommended reserve levels for the Utility for each alternative
Prepare a net present value analysis based on projected O&M expenses and projected
capital costs and debt service for the River Falls Sewer Utility under each alternative
Evaluate the financial impacts of each alternative
Recommend the most advantageous alternative from a financial perspective
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DESCRIPTION OF ALTERNATIVES
Alternative 1 (Produce Class A biosolids at the River Falls WWTP)
Under this Alternative, River Falls would not renew its contract with WCWBF, which expires at
the end of 2025. River Falls would construct its own biosolids handling facilities in 2025 to be
operational by the time its contract expires. Revenue bonds would be issued by the Sewer
Utility to finance the cost of the capital improvements. Charges from WCWBF would be
replaced with local O&M expenses and debt service for the new biosolids handling facilities.
Alternative 2 (Continue Hauling to WCWBF with construction of Alternative C-2 Remove Lime
Stabilization, Sludge Drying to 90%, Bagging)
Under this Alternative, River Falls would renew its contract with WCWBF. WCWBF would
construct the facilities described as Alternative C-2 on the West Central Biosolids Facility
Facilities Plan, Facility Upgrades Cost Estimate, 5/21/2020, Present Worth Evaluation Summary,
estimated at $23,529,472. Additional improvements estimated at $2,910,153 are projected
within the next 10 years, as shown on West Central Biosolids Facility Facilities Plan, Facility
Upgrades Cost Estimate, 12/19/2019, Present Worth Evaluation Summary, Alternative C.
WCWBF would issue debt to finance the improvements and would include the debt service in
its charges to member and non-member communities including River Falls. The River Falls
Sewer Utility would not directly incur capital costs or debt for the biosolids improvements.
Since charges from WCWBF are treated as O&M expenses for the River Falls Sewer Utility, this
alternative would have much higher O&M expenses as compared to Alternative 1, but lower
capital costs and debt service.
Alternative 3 (Continue Hauling to WCWBF with construction of Alternative A, Continued Lime
Stabilization and No Sludge Drying)
Under this Alternative, River Falls would renew its contract with WCWBF. WCWBF would
construct the facilities described as Alternative A on the West Central Biosolids Facility Facilities
Plan, Facility Upgrades Cost Estimate, 5/21/2020, Present Worth Evaluation Summary,
estimated at $12,155,168. WCWBF would issue debt to finance the improvements and would
include the debt service in its charges to member and non-member communities including
River Falls. The River Falls Sewer Utility would not directly incur capital costs or debt for the
biosolids improvements. Since charges from WCWBF are treated as O&M expenses for the
River Falls Sewer Utility, this alternative would have higher O&M expenses as compared to
Alternative 1, but lower capital costs and debt service.
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ASSUMPTIONS
Timing of Improvements
It was assumed that if River Falls constructs its own biosolids management facilities, the
facilities will be operational in 2026 with full debt service also beginning in 2026. If River Falls
continues hauling biosolids to WCWBF, it was assumed that improvements to the WCWBF
facilities will be completed in 2023, with operation and impacts on charges to River Falls
beginning in 2024.
Operation and Maintenance Expenses
River Falls WWTP expenses were normalized based on a trend analysis of the last five years’
actual expenses, with a few exceptions as noted on the tables in the Appendix and were
inflated by 2.0 percent per year.
For Alternative 1, O&M expenses were assumed to decrease by the amount of projected
WCWBF charges and increase by the projected amount of O&M for local biosolids management
beginning in 2026. Expenses for local biosolids management under Alternative 1 were taken
from the Strand Report and increased by 2.0 percent per year for inflation.
For Alternatives 2 and 3, total 2020 expenses for WCWBF were projected based on a trend
analysis of 2016-2019 expenses, and 2020 budgeted transportation expenses, and were inflated
by 2.0 percent per year. It should be noted that expenses have increased by more than 2.0
percent per year on average for the last few years. For Alternative 2, WCWBF projections show
an increase of approximately $390,000 per year in O&M expenses versus the 2020 budget, so
expenses for the first year of operation after the upgrades were increased by $390,000. For
Alternative 3, WCWBF projections show Year 1 operating costs approximately the same as the
2020 budget, so expenses for the first year of operation were increased by inflation but not
otherwise adjusted. Equipment replacement fund deposits were taken from the projections
provided by WCWBF. If River Falls continues to haul biosolids to the WCWBF, debt service for
any improvements to the WCWBF will be included in its charges to River Falls and will be
considered O&M expenses.
The River Falls portion of WCWBF expenses was assumed to be 17.5 percent of debt service
and 17.0 percent of operating and replacement fund expenses based on recent years’
apportionment of costs. It should be noted that the share of operating expenses allocated to
River Falls has been increasing a bit in recent years. If that trend continues, the charges from
WCWBF could be substantially higher.
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Capital Costs
Trilogy incorporated estimated capital costs for biosolids management provided by the Strand
Report and by WCWBF (dated December 19, 2019 and May 21, 2020) and did not provide any
opinions or recommendations regarding capital improvements or estimated costs for capital
improvements as part of this analysis.
Capital costs for constructing improvements to the River Falls WWTP under Alternative 1 were
inflated by 3.0 percent per year to adjust 2019 estimates for the projected 2025 construction
year. Capital costs provided by WCWBF used for Alternatives 2 and 3 were not inflated.
All three alternatives included the same level of capital costs for other local improvements such
as sewer main replacements and extensions. For other capital costs, Trilogy relied on a
schedule of planned improvements for 2020 through 2025 provided by City staff, as well as
discussions with City staff regarding adjustments to the adopted CIP.
Debt Service
The interest rate for debt issued by River Falls to construct its own biosolids management
facilities was assumed to be 2.5 percent, which is slightly higher than interest rates for the
Utility’s existing outstanding debt.
The interest rate for debt issued by WCWBF to construct improvements was assumed to be 2.5
percent, based on the information provided by WCWBF.

SUMMARY OF NET PRESENT VALUE ANALYSIS
Based on the assumptions described above, the following table summarizes the net present
value of total projected O&M expenses, cash financed capital costs and debt service for 2020
through 2045 for the River Falls Sewer Utility under each of the three alternatives. As shown,
Alternative 1 has the lowest operation and maintenance costs, but will result in the Utility
incurring more capital costs as compared to Alternatives 2 and 3 because the Utility would incur
the capital costs to construct biosolids facilities. In total, Alternative 2 is projected to have a net
present value about 6.7 percent higher than Alternative 1. Alternative 3 has a slightly higher net
present value as compared to Alternative 1.
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Operation & Maintenance
Cash Financed Capital +
Debt Service
Total

Alternative 1 –
River Falls Biosolids
$36,940,000
$17,980,000
$54,920,000

Alternative 2 –
Alternative 3 –
WCWBF with
WCWBF with Lime
Sludge Drying
Stabilization
$46,167,000
$42,520,000
$12,594,000
$58,760,000

$12,594,000
$55,113,000

FINANCIAL ANALYSIS
Cash flow forecasts were prepared for each alternative to evaluate short-term and long-term
impacts on the Utility and its ratepayers. The cash flow forecasts shown in this report assume
no increases in sewer user charge rates over the current level. Each alternative was evaluated
according to the following criteria:
•

•
•

Ratio of outstanding debt to operating revenues – to obtain the highest score (Aaa)
from Moody’s Investor Service on this criterion, a ratio of outstanding debt to operating
revenues of 2.00 or less is needed.
Revenues needed to provide debt coverage – current City policy is that net operating
revenues are a minimum of 1.5 times revenue debt service.
Recommended reserve levels based on operating expenses, annual debt service, and
capital replacement needs – The City’s fund balance policy requires a minimum of 3
months of operating expenses. In addition, the Utility is required to maintain an
equipment replacement fund equal to 30 percent of the book value of equipment with a
useful life of less than 20 years as long as the Utility has an outstanding Clean Water
Fund loan (through 2025). Finally, the Utility has a restricted debt service reserve fund
equal to one year’s revenue bond debt service.

Detailed cash flow forecasts are included in the Appendix. The following key findings are
observed:
•

•
•

Alternative 1 would require the Utility to issue significantly more debt than the other
alternatives. This could temporarily increase the ratio of outstanding debt to operating
revenues close to 4.00 if sewer user rates are not increased.
Alternative 1 would have recommended reserve levels approximately $400,000 higher
than the other alternatives due to the increased annual debt service payments.
Assuming no sewer user charge rate increases, Alternative 1 is projected to decrease the
Utility’s cash reserves to about $1.90 million between 2020 and 2030 and then maintain
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•

reserve levels around $2.0 million. Alternative 2 is projected to draw down the Utility’s
cash reserves rapidly unless user charge rates were increased. Under Alternative 3, the
Utility’s reserves are projected to decrease to about $1.9 million by 2030 and continue
to decrease over time.
To meet debt coverage requirements, some level of future user charge rate increases
would be required under Alternative 1.

CONCLUSIONS
The net present value analysis indicates that Alternative 2 is the least cost effective for River
Falls based on conservative assumptions. Alternatives 1 and 3 are comparable in terms of the
net present value analysis.
When other financial factors are taken into consideration, such as debt burden, debt coverage,
cash reserve needs, and overall financial risk from carrying additional debt and being
responsible for additional assets, Alternative 3 provides advantages over Alternative 1. If River
Falls can continue hauling biosolids to WCWBF without substantial increases to its charges due
to the proposed sludge drying facilities, this would provide a similar cost structure to
Alternative 1 without the acquisition of additional debt and the requisite debt coverage and
reserve considerations.
As noted above, WCWBF charges to River Falls were estimated conservatively low in two
respects. First total WCWBF expenses have been increasing by more than the 2.0 percent
assumed in this analysis. Second, the share of WCWBF costs allocated to River Falls was
assumed to remain at the same level as the most recent percentage. If WCWBF costs increase
at more than 2.0 percent per year or the share of WCWBF costs apportioned to River Falls were
to continue increasing, as has been the case in recent years, Alternatives 2 and 3 would be
more costly than shown in this analysis.
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APPENDIX – DETAILED ANALYSIS
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Table 8 - Forecast Sewer Utility Cash Flow - River Falls Sewer Utility - Alternative 2
Test Year
2020
Projected Rate Increase
Revenues
User Charge Revenues
Non-Operating Revenues
Interest on Investments
Impact fees received
Total Cash In

0.0%

2022

0.0%

0.0%

2023

2024

0.0%

2025

0.0%

0.0%

2026
0.0%

2027

2028

0.0%

2029

0.0%

2030

0.0%

0.0%

$3,179,488 $3,179,488 $3,179,488 $3,179,488 $3,179,488 $3,179,488 $3,179,488 $3,179,488 $3,179,488 $3,179,488 $3,179,488
$22,895
$12,790
$13,663
$11,714
$11,385
$10,904
$6,314
$2,904
$2,858
$2,552
$1,875
$123,948
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$3,326,331 $3,192,278 $3,193,151 $3,191,202 $3,190,873 $3,190,392 $3,185,802 $3,182,392 $3,182,346 $3,182,040 $3,181,363

Expenses
Operation
Maintenance
Customer Accounts and Sales
Administrative and General
Subtotal O&M

$827,568
$843,033
$858,807
$874,895 $1,221,541 $1,238,324 $1,255,269 $1,272,380 $1,293,945 $1,344,066 $1,361,567
$503,450
$513,519
$523,789
$534,265
$544,950
$555,849
$566,966
$578,306
$589,872
$601,669
$613,703
$140,394
$143,202
$146,066
$148,988
$151,967
$155,007
$158,107
$161,269
$164,494
$167,784
$171,140
$456,257
$465,382
$474,690
$484,184
$493,867
$503,745
$513,820
$524,096
$534,578
$545,269
$556,175
$1,927,669 $1,965,136 $2,003,352 $2,042,331 $2,412,326 $2,452,924 $2,494,162 $2,536,051 $2,582,889 $2,658,789 $2,702,585

Principal on Debt - Revenue Bonds
Interest on Debt - Revenue Bonds
Principal on Debt - Non-Revenue Bonds
Interest on Debt - Non-Revenue Bonds
New Debt Service - Principal
New Debt Service - Interest
Debt Service
Capital Outlay
Adjustment for CWIP
Debt Premium / (Discount)
Less: New Borrowing
Bond Issuance Expense
Transfers to Other Funds

2021

$387,367
$135,846
$305,000
$23,413
$0
$0
$851,626
$2,375,000
$0

$0
$193,093

$397,512
$126,581
$315,000
$16,450
$0
$0
$855,543

$407,798
$418,230
$117,072
$107,316
$325,000
$340,000
$10,050
$3,400
$0
$96,341
$0
$54,000
$859,920 $1,019,287

$428,811
$97,308
$0
$0
$98,509
$51,832
$676,460

$439,544
$87,046
$0
$0
$100,725
$49,616
$676,931

$225,000
$79,600
$0
$0
$102,991
$47,350
$454,941

$230,000
$75,050
$0
$0
$105,309
$45,032
$455,391

$240,000
$69,150
$0
$0
$107,678
$42,663
$459,491

$245,000
$61,875
$0
$0
$110,101
$40,240
$457,216

$255,000
$54,375
$0
$0
$112,578
$37,763
$459,716

$0 $2,900,000
$0
$0

$0
$0

$0
$0

$780,000
$0

$720,000
$0

$0
$0

$0
$0

$0
$0

$0
$0

$2,400,000
$24,000
$195,745

$0
$195,198

$0
$0
$198,410

$0
$0
$198,533

$0
$0
$198,674

$0
$0
$200,070

$0
$0
$201,180

$0
$0
$201,497

$0
$0
$202,520

$0
$197,055

Total Cash Out

$5,347,388 $3,017,734 $3,583,017 $3,256,816 $3,287,195 $4,108,388 $3,867,777 $3,191,512 $3,243,559 $3,317,501 $3,364,821

Net Cash Flow

($2,021,057)

$174,544

($389,866)

($65,615)

($96,322)

Reserves
Beginning Balance
Net Cash Flow
Ending Balance
Unrestricted Reserves
Restricted Reserves
Total Reserves

$4,579,092
($2,021,057)
$2,558,035
$803,803
$1,754,232
$2,558,035

$2,558,035
$174,544
$2,732,579
$977,467
$1,755,112
$2,732,579

$2,732,579
($389,866)
$2,342,713
$586,824
$1,755,889
$2,342,713

$2,342,713
($65,615)
$2,277,099
$370,193
$1,906,906
$2,277,099

$2,277,099
($96,322)
$2,180,777
$273,298
$1,907,479
$2,180,777

$549,774

$559,382

$652,684

($917,996)

($681,975)

($9,120)

($61,213)

($135,461)

($183,458)

$2,180,777 $1,262,780
($917,996) ($681,975)
$1,262,780
$580,805
($649,670) $125,864
$1,912,450
$454,941
$1,262,780
$580,805

$580,805
($9,120)
$571,686
$116,295
$455,391
$571,686

$571,686
($61,213)
$510,473
$50,982
$459,491
$510,473

$510,473
($135,461)
$375,012
($82,204)
$457,216
$375,012

$375,012
($183,458)
$191,554
($268,162)
$459,716
$191,554

Recommended Reserve
Unrestricted Reserves
Operating Reserve
Capital Reserve
Restricted Reserves
Debt Service Reserve
Replacement

$523,213
$524,093
$524,870
$675,887
$676,460
$676,931
$1,231,019 $1,231,019 $1,231,019 $1,231,019 $1,231,019 $1,235,519

Total

$2,284,423 $2,295,660 $2,305,663 $2,466,288 $2,560,163 $2,575,314 $2,128,150 $2,139,421 $2,155,508 $2,172,287 $2,185,992

Debt Coverage
Total Revenues
Less: O&M
Revenues available for Debt
Debt Service
Debt Coverage - Total Revenues
Operating Revenues
Less: O&M
Revenues available for Debt
Debt Service
Debt Coverage - Operating Revenues

$3,326,331
$1,927,669
$1,398,662
$851,626
164%
$3,303,436
$1,927,669
$1,375,767
$851,626
162%

Debt to Operating Revenues

$530,191

1.87

$540,548

$3,192,278
$1,965,136
$1,227,142
$855,543
143%
$3,179,488
$1,965,136
$1,214,352
$855,543
142%
1.65

$3,193,151
$2,003,352
$1,189,799
$859,920
138%
$3,179,488
$2,003,352
$1,176,136
$859,920
137%
2.17

$3,191,202
$2,042,331
$1,148,870
$1,019,287
113%
$3,179,488
$2,042,331
$1,137,157
$1,019,287
112%
1.90

$3,190,873
$2,412,326
$778,548
$676,460
115%
$3,179,488
$2,412,326
$767,162
$676,460
113%
1.74

$662,864

$3,190,392
$2,452,924
$737,468
$676,931
109%
$3,179,488
$2,452,924
$726,564
$676,931
107%
1.57

$673,209
$684,030
$696,017
$715,071
$726,276
$1,000,000 $1,000,000 $1,000,000 $1,000,000 $1,000,000
$454,941
$0

$3,185,802
$2,494,162
$691,640
$454,941
152%
$3,179,488
$2,494,162
$685,326
$454,941
151%
1.46

$455,391
$0

$3,182,392
$2,536,051
$646,341
$455,391
142%
$3,179,488
$2,536,051
$643,437
$455,391
141%
1.36

$459,491
$0

$3,182,346
$2,582,889
$599,458
$459,491
130%
$3,179,488
$2,582,889
$596,599
$459,491
130%
1.25

$457,216
$0

$3,182,040
$2,658,789
$523,252
$457,216
114%
$3,179,488
$2,658,789
$520,699
$457,216
114%

$459,716
$0

$3,181,363
$2,702,585
$478,779
$459,716
104%
$3,179,488
$2,702,585
$476,903
$459,716
104%

1.14

1.02
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2020

COLLECTING SYSTEM
$75,000
Collecting mains
$350,000
Interceptor mains
Forcemains
Other Collection System Equipment
COLLECTING SYSTEM PUMPING
Land and land rights
$150,000
Structures and improvements
Receiving wells
Electric pumping equipment
TREATMENT AND DISPOSAL
Land and land rights
Structures and improvements
Preliminary treatment equipment
$1,800,000
Primary treatment equipment
Chlorination equipment
Sludge treatment and disposal equipment
Plant site piping
Flow metering and monitoring equipment
Other treatment and disposal equipment
GENERAL
Structures and improvements
Office furniture
Computers
Transportation equipment
Other general equipment
SCADA equipment
INTANGIBLES
$2,375,000
Total Cost

Account Description

2021

$0

$2,900,000

$500,000
$2,400,000

2022

2023

$0

Table 11 - Projected Capital Costs - River Falls Sewer Utility - Alternative 3
2024

$0

$780,000

$500,000

$30,000

$250,000

2025

$720,000

$720,000

2026

2027

$0

2028

$0

2029

$0

2030

$0
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PURPOSE OF THE STUDY

 Evaluate the financial impacts on the Sewer Utility and its customers of three alternative options for biosolids

handling after the expiration of the City’s contract with West Central Wisconsin Biosolids Facility:


Alternative 1 – the City constructs its own biosolids handling facility



Alternative 2 – the City renews its contract with WCWBF and WCWBF constructs new sludge drying facilities at
estimated cost of $23.5 million



Alternative 3 – the City renews its contract with WCWBF but only if WCWBF upgrades its facilities without sludge drying,
at an estimated cost of $12.2 million

47

IMPACTS CONSIDERED

 Impacts of issuing debt to finance improvements at the River Falls WWTP
 Impacts on the Utility’s cash flow and reserve levels

 Likely impacts on user rates for the Utility’s customers
 Looked at impacts in the context of the Utility’s overall level of debt, other capital improvements and O&M

expenses
 Net present value of the costs for each alternative over the next 20 years
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WCWBF EXPENSES HAVE BEEN INCREASING
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RIVER FALLS’ SHARE OF WCWBF EXPENSES HAS BEEN INCREASING
20.0%
18.0%
16.0%
14.0%
12.0%
10.0%
8.0%
6.0%
4.0%
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2016
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2019

Total
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RIVER FALLS CHARGES FROM WCWBF HAVE BEEN INCREASING
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ALTERNATIVE 1 – PRODUCE CLASS A BIOSOLIDS AT THE RIVER FALLS
WWTP
 The Utility issues debt and constructs biosolids handling facilities at the WWTP in 2025 to be operational by

2026 when the contract expires

 Operation and maintenance costs are substantially decreased beginning in 2026 because O&M for the new

facilities will be less than current payments to WCWBF

 The Utility will have debt service payments on the new facilities, assumed to be a 20-year repayment starting in

2026

 Major assumptions:


Cost of biosolids handling improvements - $6.9 million ($5.8 million 2019 estimate plus 6 years of inflation)



20-year borrowing at 2.50% interest rate



Annual debt service of $445,000 per year



O&M expense of $172,000 for biosolids facilities ($150,000 2019 estimate plus 7 years of inflation)



Total annual cost: $617,000
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ALTERNATIVE 1 – HISTORICAL AND PROJECTED CASH NEEDS
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ALTERNATIVE 1 – PROJECTED CASH FLOWS AND RESERVE LEVELS
Chart 1 - Projected Cash Flow and Reserve Levels - River Falls Sewer Utility - Alternative 1
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54

ALTERNATIVE 2 – RENEW CONTRACT; WCWBF UPGRADES TO
SLUDGE DRYING FACILITIES
 WCWBF issues debt and constructs upgrades at an estimated cost of $23.5 million (projected for 2023)

 WCWBF charges each of its member and nonmember communities for part of the debt service and increased O&M for

the new facilities based on use

 River Falls Sewer Utility O&M expenses increase due to increased charges from WCWBF
 Major assumptions:


Cost of WCWBF upgrades - $23.5 million (2020 estimate)



WCWBF issues 20-year debt at 2.50% interest rate



Total annual debt service of $1.5 million



$390,000 increase in annual O&M associated with the upgrades



River Falls share of WCWBF costs: 17.5% of debt service and 17.0% of O&M and replacement fund



River Falls charges from WCWBF to increase to $810,000 per year after upgrades
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ALTERNATIVE 2 – HISTORICAL AND PROJECTED CASH NEEDS
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ALTERNATIVE 2 – PROJECTED CASH FLOWS AND RESERVE LEVELS
Chart 2 - Projected Cash Flow and Reserve Levels - River Falls Sewer Utility - Alternative 2
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ALTERNATIVE 3 – RENEW CONTRACT; WCWBF UPGRADES WITH
CONTINUED LIME STABILIZATION, NO SLUDGE DRYING FACILITIES
 WCWBF issues debt and constructs upgrades at an estimated cost of $12.2 million (projected for 2023)
 WCWBF charges each of its member and nonmember communities for part of the debt service and increased

O&M for the new facilities based on use
 River Falls Sewer Utility O&M expenses increase due to increased charges from WCWBF
 Major assumptions:


Cost of WCWBF upgrades - $12.2 million (2020 estimate)



WCWBF issues 20-year debt at 2.50% interest rate



Total annual debt service of $780,000



$210,000 reduction in replacement fund deposit following upgrades



River Falls share of WCWBF costs: 17.5% of debt service and 17.0% of O&M and replacement fund



River Falls charges from WCWBF to increase to $581,000 per year after upgrades
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ALTERNATIVE 3 – HISTORICAL AND PROJECTED CASH NEEDS
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ALTERNATIVE 3 – PROJECTED CASH FLOWS AND RESERVE LEVELS
Chart 3 - Projected Cash Flow and Reserve Levels - River Falls Sewer Utility - Alternative 3
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FINDINGS






Alternative 1


Requires the Utility to issue significantly more debt than the other alternatives. This could temporarily increase the ratio of outstanding debt
to operating revenues close to 4.00 if sewer user rates are not increased.



Recommended reserve levels approximately $400,000 higher than the other alternatives due to the increased annual debt service payments.



Assuming no sewer user charge rate increases, Alternative 1 is projected to decrease Utility cash reserves to about $1.90 million through
2030 and then maintain about $2.0 million



Sewer rate increase may be needed to provide adequate debt coverage (Utility policy is 1.5x debt service)

Alternative 2


Highest net present value of costs - about $3.7 million higher than the other alternatives



Higher annual costs are projected to draw down the Utility’s cash reserves rapidly unless user charge rates are increased

Alternative 3


Similar net present value as Alternative 1



Similar cash flow as Alternative 1 through 2030 but reserves projected to continually decrease in following years



Lower recommended reserve levels and debt coverage
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CONCLUSIONS

 Alternative 2 is the least cost effective alternative and will result in the need to increase sewer rates
 Alternatives 2 and 3 could have higher O&M costs for River Falls than shown in this report if WCWBF O&M

expenses rise faster than 2% per year or if the share of costs charged to River Falls continues to increase
 When other financial factors are taken into consideration, such as debt burden, debt coverage, cash reserve

needs, and overall financial risk from carrying additional debt and being responsible for additional assets,
Alternative 3 provides advantages over Alternative 1
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