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Summary 
(continued) 

Fund.  Monies in the Revenue Fund are pledged to the repayment of outstanding debt and must 
be expended in the following order: current expenses, and then debt service. Any funds 
remaining after current expenses and debt payments may be transferred to the General Fund, 
and may be used for any lawful purpose; generally for capital improvements and reserves. 
 
The majority of OWASA’s revenues are generated by the sale of drinking water and the 
collection and treatment of wastewater, and related services.  Fees for water and sewer services 
include charges for service initiation, line tapping, meter installation, monthly service charges 
and a commodity charge for each 1,000 gallons of water or wastewater used.  For accounts 
other than individually-metered residential customers and irrigation-only customers, a higher 
water commodity charge applies during the peak consumption season from May through 
September, and a lower uniform commodity rate applies from October through April.  This 
seasonal approach has been successful in reducing customer demand, peak-day demand in 
particular.  As depicted in the following graph, in FY 2011, 48% of total budgeted revenue is 
anticipated from water services while wastewater services are expected to generate 45%. 
Service availability (new connection) fees comprise approximately 2% of total projected 
revenues. The sale of reclaimed water, plan review and construction observation fees, grants, 
assessments, rental, royalty, administrative fees and interest income contribute the remaining 
5% of total projected revenues. 
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4%

Availability Fees, 
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Grants & 
Contributions, 0%

Reclaimed Water, 
1%

FY 2011 Source of Revenue

 
Commodity fees for individually-metered residential accounts are billed under an increasing 
block rate structure.  The block rate structure is designed to fairly allocate the true cost of 
service among low volume and high demand water customers, thereby further promoting water 
conservation.   
 
OWASA began to collect fees for delivery of reclaimed water services through a new 
reclaimed water utility that became operational in April of 2009.  The system initially served
only UNC for non-potable purposes such as irrigation and cooling tower make-up water on 
campus; however, in FY 2010 the OWASA Board of Directors approved rates and policies for 
RCW use by non-UNC customers. 
 
OWASA’s primary revenue generating fees are summarized below. 
 

Fixed monthly Charge Calculated to recover costs related to certain direct and indirect customer service efforts, 
meter and lateral maintenance, and capital costs associated with supplying potable and 
reclaimed water to, and collecting sewage from a customer’s property.  Charges are based on 
meter size. 
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Commodity charge  
 
 

Calculated to recover the remaining direct and indirect costs of water supply and treatment, 
water distribution, sewage collection and treatment, general administration, and water and 
sewer capital costs not recovered by the monthly service charge.  This charge is applicable to 
all water, sewer and reclaimed water accounts based on meter readings in thousand gallon 
increments of water use.   
 

Water and sewer 
availability fees 

Calculated to recover a portion of the capital costs of providing water and sewer system 
capacity.  The availability fee applies to each new connection to a potable or reclaimed water 
main or sewer main, regardless of who may have paid for the installation of the main to 
which the connection is to be made.   For the purpose of availability fees, customer accounts 
are divided into four categories:  (1) Single-family Residential, (2) Multi-family Residential, 
Individually Metered, (3) Non-residential (including master-metered multifamily apartment 
complexes and all commercial, UNC, and institutional accounts) and (4) RCW service to 
UNC and non-UNC customers.  The use of these categories is justified by their distinct 
patterns of water and sewer consumption. 
 

Service initiation fees The purpose of this charge is to defray the labor and administrative costs associated with 
establishing a water, sewer or reclaimed water account.  This includes establishing service 
and account records for billing.  The fee is applicable to all accounts requiring work to set a 
meter, reconnect service or read a meter. 
 

Tapping fees This charge is for making a tap into a water main and/or into a sewer main or manhole.  The 
charge recovers the cost for time and equipment plus an allowance for overhead. 
 

Service installation This charge is to recover costs of installing a service connection from a water or reclaimed 
water main to the curb or property line and setting a meter. 
 

Plan review and 
construction 
observation fees 

This charge is to recover the cost of reviewing plans for the extension of water and sewer 
facilities, and for field observation of the installation of these facilities.  The plan review and 
construction observation fees apply to all extensions of the public water and/or sewer system 
regardless of the party which undertakes the improvements.  The fees apply separately to 
water and sewer main extensions. 
 
A key assumption in developing the budget is the amount of expected growth.  Revenue 
projections are calculated using this assumption, combined with the known historical number 
of accounts, and applying the various rates to these known and assumed demand levels.  
Historically, OWASA has grown by more than 500 new accounts a year. Due to the 
significant slowdown in local construction and development activity, the growth projection 
for FY 2011 is approximately 115 “meter equivalent” residential units.  While empirical data 
indicate little change in proportionate demand between our customer classes, weather patterns 
since FY 2002, conservation water pricing and UNC’s use of reclaimed water produced a 
dramatic decrease in demand by all classes.  Rate adjustments and revenue projections for FY 
2011 assume lower potable water demand than in FY 2010. 
 
In addition to recovering the cost of operations, rates and fees must be set at a level sufficient 
to fund future capital improvement costs and debt, which is issued to spread out capital costs 
to future customers who will benefit from long-lived infrastructure improvements.  OWASA 
uses a 15-year planning horizon to consider future needs in setting rates. 
 

 The following graph summarizes the historical trend of OWASA’s primary revenue stream 
compared to our budget for those revenues. 
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Debt and Debt Policy 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Debt in the form of Revenue Bonds has been used to finance an average of 60% to 70% 
percent of OWASA's capital improvements.  The remainder is funded with annual revenues, 
grants and fund balance. 
 

Outstanding debt was $101.2 million at June 30, 2010.  The debt outstanding for each bond 
issue is follows: Series 2001 - $17.8 million, Series 2003 refunding issue - $6.7 million, 
Series 2004A and 2004B - $36.9 million, Series 2005 refunding bonds - $18.7 million, and 
Series 2006 - $21.1 million.  Principal and interest payments will be $9.7 million in FY 2011.  
The graph of debt service payments below reflects annual debt service for these outstanding 
issues. 
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The ratio of net income to debt payments is an important measure of OWASA's financial 
performance.  OWASA's Bond Order sets the minimum required debt coverage ratio at 1.2.  
The OWASA Board of Directors has set a goal of 2.0. 
 

Because OWASA issues revenue bonds, there is no statutory limit on the amount of debt, but 
OWASA applies sound financial management principles in financing decisions.  No new debt 
will be issued in FY 2011. 
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Planned 
Operating and 
Maintenance 
Expenditures 
Summary 

The chart below shows the planned operating and maintenance expenditures for FY 2011.  The graph 
illustrates the relative proportions of the total costs by each category of expense. 
 

Orange Water and Sewer Authority 
Expenditure by Division/by Category 

Fiscal Year 2011 

 

General and 
Administrative 

Operating 
Departments 

Total FY 2011 
Budget 

Salaries & Wages $2,895,056 $4,014,779  $6,909,835 
Fringe Benefits   1,131,257 1,808,681  2,939,937 
Materials & Supplies        60,081 524,016  584,097 
Water Purchases                  0 0  $0 
Chemicals                  0 2,617,444  2,617,444 
Utilities        191,200 1,825,517  2,016,717 
Maintenance 224,190 1,936,694  2,160,884 
Professional Services 757,300 102,924  860,224 
Insurance 43,483 238,472  281,954 
Communication 160,150 13,640  173,790 
Printing & Reproduction 8,825 1,800  10,625 
Education and Development 56,250 59,185  115,435 
Other 133,992 50,823  184,815 

Total $5,661,783 $13,193,975  $18,855,758 
Construction Credits (116,852) (144,270) (261,122) 
    
Total After Construction Credits $5,544,931 $13,049,705  $18,594,636 

 

Salaries & Wages

Fringe Benefits
SuppliesWater

Chemicals

Utilities

Maintenance

Professional Services

Insurance
Communication Printing

Education

Other

Operation & Maintenance 
ExpendituresSalaries & Wages  $6,910

Fringe Benefits  $2,940

Materials & Supplies  $584

Water Purchases  $0

Chemicals  $2,617

Utilities  $2,017

Maintenance  $2,161

Professional Services  $860

Insurance  $282

Communication  $174

Printing & Reproduction  $11

Education and Devel.  $115

Other  $185
Total: $18,855,758 (Before Construction Credits)

(Rounded to Nearest $1,000)
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Capital 
Equipment 
Summary 
 
 
 
Capital 
Improvement 
Program 
Summary 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Strategic 
Issues and 
Policies  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Each year OWASA replaces capital equipment items that have exceeded their useful lives and 
purchases equipment to meet operational needs.  One new item will be purchased in FY 2011. 

 
Capital Equipment Summary 

1                            2007 39’ aluminum frameless tandem axle dump trailer                           $36,900  
 
Capital improvements are necessary to renew, replace and improve infrastructure and to provide safe, 
reliable, high quality water, sewer and reclaimed water services to current and future customers.  
Capital expenditures are recorded as capital assets and are depreciated over the economic useful lives of 
the assets. 
 
A 15-year planning period is used to develop the Capital Improvements Program (CIP).  Financing 
decisions are made for the first five years of that planning period in a Capital Improvement Budget 
(CIB).  Only the first year of the CIB is included in each fiscal year’s budget ordinance.  For FY 2011, 
capital improvement projects total $9.8 million, as shown below. 
 

Raw Water Supplies: 
$692

Raw Water 
Transmission $275

Water Treatment: 
$1,008

Water Transmission 
and Distribution: 

$3,003

Wastewater Collection: 
$3,619

Wastewater Pump 
Stations and Force 

Mains: $50

Wastewater Treatment 
and Disposal: $730

Central Office and 
Administration $100 Information Services: 

$300

Capital Improvements Budget
(thousands)

Total: $9,777

Actively responding to the financial challenges presented by significant and permanent reductions 
in customer demand and customer growth is the single most critical issue to be addressed in the 
preparation of the Fiscal Year 2011 annual budget. 
 
For at least the next several years, OWASA is expected to sell less potable water annually than it sold in 
1992.  Considering the revenue implications of continued demand reduction and reduced customer 
growth, along with increasing operational costs, OWASA must develop operating and capital 
improvements budgets that continue to ensure high quality and reliable services while holding rate 
increases to acceptable levels.   
 
Specific challenges include: 
 
1. Potable water sales in FY 2011 are expected to be reduced by 0.74 MGD due to UNC’s use of 

reclaimed water (RCW) to meet certain non-potable needs on the campus.  This offset is expected 
to increase over the next several years. 

 
2.  New construction and system growth are expected to remain well below historical levels; further 
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Conclusion 
 

contributing to revenue shortfall concerns.   
 
3.  The existing seasonal and increasing block rate fee structures will remain in place for FY 2011. We 

have seen an average decline in demand of about four percent since the inception of the block rate 
structure and an overall total demand reduction of 13% since the seasonal structure was put into 
place. 

 
4.  The draft CIP for FY 2011 is lean but adequate to meet the needs of OWASA’s customers today 

and in the future. 
 
5.  Although general inflation remains low, prices for specific products vital to the treatment of water 

and wastewater have proven to be extremely volatile.  Chemical costs increased dramatically in 
recent years and while prices have eased somewhat recently, the market shows signs that prices 
could rise again.  Energy price volatility is also a major concern, and further increases could 
substantially impact our financial performance. 

 
6.  OWASA is required to record its annual expected post-employment benefit costs.  Costs associated 

with meeting this mandate range from about $600,000 to $900,000, depending on actual annual 
contributions and interest rates earned. 

 
7.  The required contribution to the Local Government Employees Retirement System has increased 

from 4.89% to 6.35% for FY 2011 and further increases are expected in future years. 
 
The financial management objectives set forth in OWASA’s Financial Management Policy help keep 
the organization focused on mission-critical services; greater operational efficiency; accurate and 
sustainable asset management and capital improvement priorities; and opportunities for further 
permanent reductions in operating expenditures.  We must accomplish this while balancing service 
levels with operating risks associated with different levels of service.   
 
During the last ten years, we experienced two droughts of record, substantial reductions in customer 
demand and an economic downturn that has resulted in significantly lower system growth than 
previously experienced.  In response, operations and maintenance, as well as capital spending will 
remain lean over the next several years.  We believe the proposed FY 2011 Budget reflects the 
OWASA Board of Directors’ guidance and priorities, is responsive to community needs and meets 
OWASA’s contractual responsibilities and regulatory requirements.  
 
This budget reflects OWASA’s continuing commitment to maintain, replace and renew water and sewer 
system components to ensure high quality and reliable services to our customers. 
 
 

 
Ed Kerwin 
Executive Director 

 

 
Stephen Winters 
Director of Finance and Customer Service  
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The Debt Service Coverage Ratio (net revenue divided by annual debt service payments) is a useful indicator of the 
sufficiency of OWASA’s revenues to adequately repay debt and fund the cost of operation.  OWASA’s Bond Order 
sets the minimum required ratio at 1.2.  The Board of Directors adopted a goal of 2.0 by 2012. 
 

 
Capital Improvements Budget 

 
Capital expenditures are defined as those that pay for the addition, rehabilitation and replacement of water and 
sewer system infrastructure and other depreciable assets.  Upon completion of an annual review and update of the 
15-year Capital Improvement Program and the 5-year Capital Improvement Budget, the projects listed on the 
following pages have been identified for funding in FY 2011.    Detailed descriptions of these capital projects are 
included in OWASA's Capital Improvements Program that is published annually. 
 
The FY 2011-2015 CIP Budget totals remain frugal and closely aligned with the totals included in last year’s 
financial plan for these same years.  One difference from last year’s budget is an increase in FY 2011 to reflect 
those FY 2010 dollars that will not be expended by June 30, 2010 but are carried forward the new year.  We also 
show a significant decrease in FY 2015 based on the results of a Wastewater Treatment Plant (WWTP) Hydraulic 
Capacity and Treatment Study.  The study indicates that we will not require, for the foreseeable future, the 
additional deep-bed de-nitrification filters that were identified in last year’s budget.  The FY 2011-2015 budget also 
includes funding for improvements to the biological treatment aeration system, the biological phosphorus removal 
process and the anaerobic digestion process at the WWTP.  These new requirements were identified during the 
WWTP Hydraulic Capacity and Treatment Study and were not included in last year’s budget. 
 
The total 15-year Capital Improvements Program (CIP) planning budget for FY 2011 – 2025 is approximately 
$62M less than projected last year for the same 15-year period.  This reduction is due primarily to the deferral of 
the next major upgrade project at the WWTP.  Last year’s CIP included an expected investment of approximately 
$60M to upgrade the WWTP’s capacity to 18.5 MGD in FY 2019-2022.  The WWTP Hydraulic Capacity and 
Treatment Study revealed that this upgrade can be deferred until at least FY 2030.   
 
The 15-year CIP plan includes replacing or rehabilitating no less than 3 miles of water mains and 2.2 miles of 
sewer mains annually.  The plan also includes provisions for investing in key facilities (Water Treatment Plant, the 
Wastewater Treatment Plant, Pump Stations and Administrative Facilities) at an annual “recapitalization” rate of 
2% of the replacement value for these facilities.   
 
The 15-year CIP includes no funding for any Jordan Lake water supply capacity projects that may be required as 
part of our ongoing involvement in the Jordan Lake Partnership. It also includes no funding for any additional 
biosolids management facilities, and assumes that the regulatory environment for water treatment, wastewater 
treatment and biosolids recycling will remain substantially as it is today. 
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 Amount

Annual
O&M

 Impact
Raw Water Supplies

$12,000 $0

15,000              0

140,000            (12,700)         

525,000            0

Raw Water Transmission

275,000            0
Water Treatment Facilities

152,000            0

479,000            0

290,000            0

87,000              0
Water Transmission and Distribution

557,000            50,000          
2,119,000         50,000          

Water Main Reinforcement Projects - contingency reserve only. 50,000              0

127,000            0

Wastewater Collection

2,344,000         20,000          

988,000            50,000          

180,000            0

257,000            0

Wastewater Pump Stations and Force Mains

50,000              0

Service Area Sewer Line Rehabilitation/Replacement Projects - various smaller projects to rehabilitate sewer
mains, manholes and laterals.

Willow Drive/Estes Drive & US 15-501/Culbreth Road Aerial Replacements - replacement of aging aerial
crossings.
Sanitary Sewer Service Area Study - system-wide flow monitoring and condition assessment to assist in
construction/repair planning.

Pump Station Rehabilitation/Recapitalization Projects - contingency funding for replacement of aging pump
station components.

CAPITAL IMPROVEMENTS PROJECTS FUNDED IN FY 2011 

Project Description

University Lake & Cane Creek Raw Water Meters - installation of new meters with meter vaults and
instrumentation to provide accurate quantification of raw water conveyed to the Jones Ferry Road Water
Treatment Plant.

Cane Creek Reservoir Dam Repairs - repairs to roller gates and stop logs.

Water Distribution System Hydraulic Model - to acquire a calibrated pipe distribution system model to aid in
system planning and design.

Water Treatment Plant Controls Improvements - proactive replacement of existing water treatment plant
instrumentation and controls.
Water Treatment Plant Recapitalization/Rehabilitation Projects - phased rehabilitation or replacement of water 
treatment facilities that have exceeded their expected useful lives.

Water Facility Security Improvements - improve the overall security posture of our water supply, treatment
and storage.
Water Treatment Plant Secondary Containment - additional chemical containment measures.

Water Main - Road Improvement Projects - various water main projects achieved in conjunction with planned 
town or state road projects.
Water Line Rehabilitation/Replacement Projects -  rehabilitation of about one mile of water distribution lines.

Jordan Lake Raw Water Supply Intake and Pumping Facility - no infrastructure development planned at this
time.  The current -year funding is to preserve OWASA's water supply storage allocation form Lake Jordan.

Stone Quarry Reservoir Development - no infrastructure development planned at this time. The current -year
funding is for annual contribution to a no fault well repair fund related to blasting at the quarry.

University Lake Pump Station Improvements - installation of a 1 to 3 MGD variable frequency drive raw water
pump to provide low flow pumping capability, resulting in improved water quality and storage capacity
efficiencies.  Modest savings in electricity cost is anticipated.

Bolin Creek Interceptor - replacement of 6,100 line feet of 15" and 18" with 30" interceptor to provide
adequate capacity and to reduce inflow/infiltration, surcharge conditions and overflow potential.
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Wastewater Treatment 6                                    FY 2009         FY 2010       FY 2010 

Wastewater Treatment and Biosolids Recycling Manager 1 1 1 
Operations Supervisor 0 1 1 
Treatment Plant Operator 8 7 7 
Solids Handling Supervisor 1 1 1 
Solids Handler 3 3 3 
Plants Maintenance Manager 0 0 1 
Plants Maintenance Supervisor 0 0 1 
Senior Maintenance Mechanic 0 0 2 
Instrumentation Control Technician 0 0 1 
Maintenance Mechanic 0 0 2 
Laboratory Manager 0 0 1 
Laboratory Analyst 0 0 3 
Administrative Assistant 1 0.5 0 

Totals 16 13.5 24 
 

Sewer Collections                                            

Distribution and Collections System Manager         .5         .5 0 
Crew Leader 3 3 3 
Utility Mechanic II 5 5 2 
Utility Mechanic I 6 6 9 
Administrative Assistant         .5         .5 1 

Totals 15 15 15 
 
Total Positions                                                                                        150             150              139 
 

1 Reflects the reallocation of funding for a shared Administrative Assistant to the Finance 
Department. 

2 Reflects the reallocation of funding for a shared Administrative Assistant to the Engineering 
Department. 

3 Reflects the reallocation of funding a shared Administrative Assistant to the Executive Director’s 
Office. 

4 Reflects the consolidation of the Purchasing Department by Finance. 
5 One Information Services Technical Specialist reclassified to Network/Database Administrator. 
6 Maintenance and Laboratory Departments have been reallocated under the Water and 

Wastewater Treatment Plants. 
7 Distribution and Collections Systems Manager funding was previously allocated between the 

Distribution and Collection Departments.  Administrative Assistant funding now allocated 
entirely to Collection. 
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Fiscal Water and
Year Sewer

Ending Operating Customer Investment Other
June 30, Revenues Fees Income Receipts Total

2000 $17,521,513 $2,358,180 $1,256,313 $10,026 $21,146,032
2001 18,453,564 2,716,765 1,174,852 3,079 22,348,260
2002 20,835,179 2,675,380 432,665 60,761 24,003,985
2003 18,672,964 1,962,517 337,442 106,101 21,079,024
2004 21,156,492 2,716,555 211,708 44,588 24,129,343
2005 21,891,667 1,872,820 821,194 39,569 24,625,250
2006 24,431,382 2,308,651 742,010 58,846 27,540,889
2007 25,413,571 2,514,450 995,354 666,528 29,589,903
2008 28,794,093 1,995,415 584,031 929,369 32,302,908
2009 29,537,290 2,498,459 80,343 1,582,736 33,698,828

ORANGE WATER AND SEWER AUTHORITY

Revenues By Source
Last Ten Fiscal Years
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Fiscal  
Year  Depreciation  

Ending Operating and Interest Other
June 30, Expenses Amortization Expense Expenses Total

2000 $10,994,738 $4,489,896 $1,256,313 $233,359 $16,974,306
2001 12,093,072 4,708,114 1,361,218 224,566 18,386,970
2002 13,097,042 5,543,530 1,326,428 211,629 20,178,629
2003 13,293,397 5,995,331 1,799,578 192,634 21,280,940
2004 13,484,114 6,312,316 1,216,166 163,362 21,175,958
2005 14,309,139 6,538,782 3,140,164 115,063 24,103,148
2006 15,723,917 6,871,350 2,724,951 141,579 25,461,797
2007 16,635,917 6,950,774 4,361,911 96,898 28,045,500
2008 16,643,471 7,215,175 3,832,320 69,940 27,760,906
2009 18,225,142 8,765,924 3,305,193 83,338 30,379,597

Expenses By Function
Last Ten Fiscal Years
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Fiscal
Year Water Processed Portion of Processed

Ending and Water Pumped Wastewater
June 30, Pumped to System to Hillsborough Treated

2000 3,247,807 1,337 3,162,218
2001 3,418,741 - 3,107,328
2002 3,822,000 - 2,922,000
2003 2,945,900 - 2,955,127
2004 3,065,522 - 2,831,033
2005 3,053,400 - 2,982,831
2006 3,142,494 - 2,721,662
2007 3,129,160 - 2,856,672
2008 2,986,150 - 2,700,270
2009 2,915,405 - 2,889,705

Water Processed and Wastewater Treated
(thousands of gallons)
Last Ten Fiscal Years
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Fiscal
Year Average

Ending Daily Flow CBOD TSS NH3-N TP CBOD TSS NH3-N TP
June 30, (x1,000=gal)

2000 8,650 201 250 19.0 6.2 3.8 3 0.7 0.3
2001 8,518 211 312 19.3 6.4 4.0 5 0.7 0.1
2002 8,000 190 241 21.8 6.6 3.6 5 0.4 0.5
2003 8,113 170 292 22.0 6.9 4.2 6 1.1 0.5
2004 7,743 218 367 24.1 7.6 2.8 6 0.5 0.4
2005 8,038 197 332 24.5 7.7 3.2 7 0.5 0.4
2006 7,457 242 325 26.3 7.9 1.9 4 0.3 0.5
2007 7.830 222 257 26.0 9.4 1.2 2 0.6 0.5
2008 7,398 204 321 30.1 8.5   <2.0 1 0.4 0.4
2009 7.907 208 296 47.6 12.1 <2.0 0 0.1 0.3

Effluent Maximum Limits Set in NPDES Permit Winter Summer
 (Nov. - March) (April - Oct.)
CBOD5 (Carbonaceous Biochemical Oxygen Demand) 8 mg/l 4 mg/l
TSS (Total Suspended Solids) 30 mg/l 30 mg/l
NH3-N (Ammonia Nitrogen) 2.0 mg/l 1.0 mg/l
TP (Total Phosphorus - Mass Load Limit) 11,030 pounds per year
mg/l=Milligrams per Liter

(Milligram per Liter) (Milligram per Liter)

Mason Farm Wastewater Treatment Plant
Plant Loading and Performance (thousands of gallons)

Effluent Measurements

Last Ten Fiscal Years

Influent Measurements
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