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On the cover:

The Las Vegas Valley gets about 90 percent of its water from the Colorado River, which continues to suffer the effects of
prolonged drought and global warming. The river, shown here in Utah near Canyonlands National Park, flows into Lake
Powell before being released into Lake Mead, the primary source of our community’s drinking water. Lake Mead has
dropped more than 130 feet since 2000 due to ongoing drought conditions. Learn more at snwa.com.
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Note of Appreciation
We would like to express our appreciation to the Finance department staff, and staff members
of other departments for their special work in the preparation of the 2021-22 budget
document.




CERTIFICATE OF ACHIEVEMENT

The Government Finance Officers Association of the United States and Canada (GFOA) presented
an award of Distinguished Presentation to the Southern Nevada Water Authority (SNWA) for its
annual budget for the fiscal year beginning July 1, 2020.

In order to receive this award, a governmental unit must publish a budget document that meets
program criteria as a policy document, as an operations guide, as a financial plan and as a
communication device.

The award is valid for a period of one year only. The SNWA believes our current budget continues
to conform to program requirements, and we are submitting it to the GFOA to determine its
eligibility for another award.
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SOUTHERN NEVADA WATER AUTHORITY
GENERAL MANAGER’S INFORMATION REPORT

DATE: April 15, 2021 NO. 43

SUBJECT: SOUTHERN NEVADA WATER AUTHORITY
PROPOSED OPERATING AND CAPITAL BUDGET FOR FISCAL YEAR 2021-22

The Tentative Operating and Capital Budget of the Southern Nevada Water Authority (SNWA) for
fiscal year 2021-22 was submitted by April 15, 2021, to the State of Nevada Department of Taxation
in accordance with NRS 354.596.

Executive Summary

The global COVID-19 pandemic brought new and unique conditions to every facet of SNWA’s
organizational operations. Coupled with adoption and implementation of a $3.2 billion amendment
to the SNWA'’s Major Construction and Capital Plan (MCCP) and preparation for future supply
reductions, fiscal year 2020-21 introduced unprecedented challenges and unique opportunities for
the entire organization. The fiscal year 2021-22 tentative budget reflects the ongoing COVID-19
impacts on the economy, implementation of the SNWA’s amended MCCP, bolstered conservation
efforts, and the continued development and protection of water resources for Southern Nevada.

Pandemic Response

Like many other organizations throughout Southern Nevada, the SNWA was impacted by the COVID-
19 pandemic. At the onset of the pandemic, the organization immediately adjusted its normal
operations by transitioning to a work-from-home operational status while only retaining limited
personnel onsite to ensure critical daily operations continued. As we move forward, additional staff
is able to transition back to onsite. Currently, 55 percent of staff are performing their functions and
duties onsite full-time. The remaining workforce have been working full-time remotely.

The SNWA developed its Pandemic Readiness and Response Plan more than a decade ago to address
potential influenza outbreaks and has continued to update that plan accordingly as the organization
monitors and navigates the COVID-19 pandemic. The plan provides awareness, readiness and
guidance on matters before, during and after a pandemic situation.

Over the past year, in response to changing operating conditions due to COVID-19 and the offer of
a Voluntary Separation Plan, changes were made throughout the organization, including its
Executive Team. The Executive Team was reorganized to better reflect the organization’s long-term
priorities, and now includes a Deputy General Manager of Engineering, Deputy General Manager of
Resources and Deputy General Manager of Operations, with the General Manager, General Counsel
and Chief Financial Officer roles remaining unchanged.
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Integrated Resource Planning Advisory Committee

In October 2019, the SNWA Board of Directors appointed 11 community members to the Integrated
Resource Planning Advisory Committee 2020 (IRPAC 2020) to examine Southern Nevada’s long-term
water planning efforts and develop recommendations to maintain reliability and meet long-term
water resource needs. IRPAC 2020 members represented a spectrum of community interests
including the commercial, resorts, residential, development and financial sectors.

The committee met nine times between October 2019 and August 2020. The ten month-long process
consisted of education on critical transmission infrastructure, water resources, water conservation,
out-of-valley water use and regional water rates; an evaluation of water rate adjustment scenarios
and financial models; consideration of the COVID-19 pandemic and its impacts; and ultimately the
formulation of a Recommendations Report, which was presented to and approved by the SNWA
Board in September 2020.

The Recommendations Report included 22 recommendations pertaining to the construction of new
infrastructure, the maximization of return-flow credits to Lake Mead, the increase of conservation
efforts and a funding strategy to support these initiatives, many of which will be detailed throughout
this document.

Major Construction and Capital Plan (MCCP)

The MCCP is the SNWA'’s vehicle for identifying and authorizing capital initiatives including water
resource acquisition; system expansion; and construction, repair and replacement of water facilities.
Projects outlined in the MCCP are funded by the SNWA’s bond proceeds and revenue generated by
the SNWA'’s water bill charges, connection charges, sales tax proceeds and Southern Nevada Public
Land Management Act funds, when available. The Board of Directors approved the amended MCCP
in November 2020.

Maijor facility-related projects included within the amended MCCP include:

Horizon Lateral

An additional lateral is needed to support the regional water system, as the existing South Valley
Lateral, which provides 40 percent of all existing in-valley deliveries, is projected to be nearly fully
subscribed by 2034. The Horizon Lateral, the largest project in the MCCP, will offer redundancy for
a large portion of SNWA customers and the capacity to meet new demands in the southern portion
of the water system.

It is estimated that the Horizon Lateral will cost approximately $1.6 billion to construct and be
complete in 2032. Design work continues on the large project, which includes different proposed
alternative alignments.
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Garnet Valley Water System

The Apex Industrial Park is located in Garnet Valley in North Las Vegas and is one of Southern
Nevada’s largest industrial parks. The 16-parcel area spans more than 11,000 acres and is attracting
technology- and manufacturing-based businesses. Once complete, the Garnet Valley Water System
will have the capacity to supply 20 million gallons of water per day to support the water needs of
the Apex Industrial Park.

The Garnet Valley Water System is projected to cost approximately $129.8 million and scheduled
for completion in 2028.

Garnet Valley Wastewater System

Construction of the Garnet Valley Wastewater System will help ensure the sustainable development
of resources and reduce water demand impacts to the Colorado River. The project will maximize the
community’s water resources by developing the infrastructure required to capture indoor
wastewater from the Garnet Valley area and return it to Lake Mead in accordance with the SNWA’s
out-of-valley water use policy. This project is scheduled for completion in 2027 and estimated to
cost $120 million.

Large Scale Solar Photovoltaic (PV) Project

The SNWA will enter a 25-year, fixed-rate Power Purchase Agreement (PPA) with ibV Energy
Partners, which will build, operate and maintain a large-scale solar PV facility near Boulder City, NV.
The PPA allows the SNWA to purchase power below current market cost, saving money when the
facility opens in 2023 and throughout the span of the agreement. In addition to the PPA, the project
consists of a 10-mile expansion to the SNWA'’s existing power transmission system, a single-circuit
230 kV power line, 230 kV Switchyard and other infrastructure to support energy transmission.

This project ensures a clean, cost-effective renewable energy source for the next 25 years and is
essential for meeting the Nevada Renewable Portfolio Standard of 50 percent by 2030. The
estimated capital cost of this project is $20.8 million.

Drought and Water Resources

As drought conditions continue throughout the Colorado River Basin and the effects of climate
change become increasingly prevalent, prudent management of water resources remains a critical
priority.

A revised 50-year Water Resource Plan and various resources-related initiatives within the SNWA'’s
amended MCCP will continue to guide and support SNWA'’s efforts to protect Southern Nevada’s
water supply.
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Water Resource Plan

In November 2020, the SNWA Board adopted an updated Water Resource Plan reflecting various
changes within the current resource planning environment, including:

e Extension of the planning horizon through 2071

e Updated resource demand range based on new population forecasts

e Incorporation of the IRPAC 2020 recommendations related to resources and conservation,
including new permanent water supplies in the future

e Revision of the composition, priority, and timing of future resource options

The Resource Plan provides a comprehensive overview of projected water demands in Southern
Nevada over a 50-year planning horizon, as well as the resources available to meet those demands
over time. The SNWA continues to use a scenario-based planning approach that represents
Southern Nevada’s future water resource needs under variable supply and demand conditions. It
also includes expanded planning scenarios that reflect shortage impacts under variable hydrology
(average, dry, extremely dry and climate change).

Future Resources

The SNWA continues to examine and consider additional opportunities to further diversify its water
resource portfolio. To that end, the amended MCCP includes potential investment in water recycling
and/or desalination projects developed by other Colorado River partners. By participating in these
efforts, the SNWA would partially fund the construction of facilities, or lease/purchase water
produced by the facilities, in exchange for a portion of the partnering state’s Colorado River
allocation. Potential projects include:

Metropolitan Water District of Southern California (MET) Recycling Project. MET is proposing an
advanced water treatment project to treat wastewater and inject it into groundwater aquifers for
future use and the project would create approximately 112,000 acre-feet of water per year. While
the project is still in an early phase of development, the SNWA and MET are collaborating to identify
a path for the SNWA'’s participation and to determine what approvals might be needed to
implement the partnership. The SNWA anticipates that 20,000 - 40,000 acre-feet per year of
Colorado River water will be available to the SNWA in exchange for funding participation. The SNWA
and MET have executed an agreement that provides for the SNWA to contribute funds for
environmental planning phase services related to the project.

Yuma Desalting Plant. The Yuma Desalting Plant was built in 1992 to treat agricultural runoff,
however, it has only operated three times due to flood damage and insufficient funding. The SNWA
may have the opportunity to participate in the plant’s repair and long-term operation, which could
yield up to 30,000 acre-feet of water per year.
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Conservation

Community water conservation efforts reduce existing and future demands and extend available
supplies. As such, conservation continues to be a crucial component of the SNWA’s water resource
portfolio.

Since 1991, the SNWA and its member agencies have worked to set and achieve aggressive water
conservation goals. As a result, per capita water use has decreased by 52 percent since 2002, despite
a 48 percent increase in the service area’s population during that same timeframe.

The SNWA is currently working to achieve its conservation goal of 105 gallons per capita per day
(GPCD) by 2035.

IRPAC 2020 Conservation Recommendations

During the IRPAC 2020 process, the committee reviewed Southern Nevada’s water conservation
initiatives and progress towards the regional conservation goal. With climate change, a growing
population, and system loss placing upward pressure on progress towards the goal, Southern
Nevada is facing an uphill challenge in reducing water use consistently over the planning horizon.
Meeting the goal will require new strategies, innovation, more stringent regulations and
community-wide participation.

In addition to including $152 million in the MCCP amendment to continue funding the Water Smart
Landscapes Program, the committee considered a wide range of conservation opportunities that, if
implemented, would help meet the conservation goal.

These recommendations include:

e Target the reduction of non-functional turf and limit turf installation in new development.

e Limit cool-season turf installation in public spaces and expedite conversion in public facilities.

e Enhance landscape watering compliance through implementation of smart controller
technology.

e Expedite customer leak repairs through implementation of advanced metering infrastructure.

e Reduce consumptive water losses associated with evaporative cooling.

e Encourage efficient development and discourage consumptive water use for new large water
users.

e Maintain and improve the existing water loss rate among wholesale and retail purveyors.
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Interlocal Agreements

In November 2020, a number of interlocal agreements with the SNWA’s member agencies were
signed to help formalize IRPAC 2020’s recommendations before funds were spent on larger
construction projects within the MCCP. These agreements included:

e Adoption of the SNWA’s non-functional turf resolution into local codes and ordinances

e Limiting turf installation to only parks and schools in areas outside the Las Vegas Valley

e Out-of-valley water use policy requiring that any SNWA-delivered water be returned to Lake
Mead via a wastewater system

e Implementation of water conservation and efficiency measures, such as customer compliance
with watering schedules, data sharing and amending development agreements to include up-
to-date efficiency measures

Water Smart Landscapes

In December 2020, the SNWA’s Water Smart Landscapes Rebate Program reached a significant
milestone. Program participants officially converted more than 197 million square feet of grass—
enough to roll an 18-inch-wide strip of sod completely around the earth’s circumference.

This milestone was reached as a result of nearly 67,700 residential and commercial turf-conversion
projects that have been completed throughout the community since 1999. As a result of these
conversions, customers have received more than $247 million in rebates while collectively saving
the community more than 140 billion gallons of water.

The Water Smart Landscapes Program continues to see progress, as evidenced by three recently
announced landscape conversions that will replace nearly 400,000 square feet of turf at Aliante Golf
Club in North Las Vegas, the Summerlin Parkway entryway monument and at four different parks in
Henderson. Once complete, these projects will save more than 18 million gallons of water each year.

New Conservation Programs

Recognizing that reducing water use throughout the valley will require new tactics, staff has
developed a number of new conservation programs and changes to existing programs to increase
access to water-saving efforts.

Artificial Turf Incentive. In March 2021, the SNWA Board of Directors approved a new conservation
program, which incentivizes customers to install artificial turf in lieu of irrigated turf in areas where
turf is needed, such as sport fields. The Board approved a $2 per square foot rebate to offset the
cost of installing artificial turf, which is typically more expensive than its living counterpart.

Septic Conversion Program. In March 2021, the Board of Directors approved development and
initial program funding for a new financial assistance program for septic users. The program offers
grant funding for septic users to abandon their septic tanks and connect to the municipal sewer
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system, thereby protecting the aquifer from nitrates and returning wastewater, that would
otherwise be lost, back to Lake Mead.

Large Water Users Policy. Recognizing that Southern Nevada’s large water users have the potential
to affect future supply availability, the SNWA Board approved development of a large water users
policy for the community. Aimed to ensure future water uses are the most efficient and suitable for
a desert environment, the policy is currently in development and slated for approval some time in
2021.

Organizational Award

In 2020, the Water Environment Federation, in partnership with the National Association of Clean
Water Agencies, and the Water Environment Research Foundation awarded the SNWA the Water
Resources Utility of the Future award in partnering and engagement. The SNWA was recognized for
its community collaboration efforts to not only meet organizational objectives, but also enhance the
overall environmental, economic, and social wellbeing of stakeholders and the community at large.

Financial Considerations/Capital Funding

The SNWA maintains a diversified funding approach, which includes wholesale delivery charges,
water bill charges, connection charges, grant funding and sales tax proceeds. Prudent management
of these revenue sources, coupled with consistent long-term financial planning, has resulted in
financial stability for the organization. However, the long-term financial effects of the COVID-19
pandemic are yet to be determined, but as described in more detail below, the SNWA continues to
maintain its reserves above the reserve policy’s target level.

Key initiatives for fiscal year 2021-22 include the water resource and conservation efforts, as well as
the continuation of the MCCP. The SNWA'’s fiscal year 2021-22 Budget Plan reflects efforts and
initiatives to maintain reliable water delivery for years to come.

Reserve Policy

A responsible reserve policy helps ensure the SNWA can withstand potential unanticipated
expenditures and maintain positive credit ratings.

The SNWA'’s reserve policy includes the following components (corresponding to the numbered
dollar amounts in the following chart):

1. Adequate reserves to fund 180 days of operating and maintenance expenses
2. Adequate reserves to fund one year of the maximum annual debt service

3. Adequate reserves to fund a one-year average of future capital needs

4. Adequate reserves to fund one percent of assets subject to depreciation
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During the past fiscal year, as the following chart indicates, the SNWA met and exceeded its
established unrestricted reserve target balance, representing an important benchmark in the
organization’s financial health.

2019-20 Unrestricted Reserves
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Inflation-Based Increases

The SNWA'’s Connection Charge, Commodity Charge and Infrastructure Charge had previously not
been adjusted since 2008, 2017 and 2018, respectively. To support the proposed amendment to the
MCCP, the IRPAC recommended those charges be adjusted to catch them up with current-day
inflation levels. The committee also recommended maintaining annual inflation-based increases to
avoid future rate shock.
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Financial Summary

The table on the following table contains a summary of sources and uses of funds for the SNWA'’s
fiscal years 2019-20, 2020-21 and 2021-22.

Budget Summary

($ in millions)
Budget-to-Budget

Actual Budget Budget Variance
2019-20 2020-21 2021-22 S %
Sources
Wholesale Delivery Charge S 146.0 S 1420 S 150.3 S 8.3 6%
Infrastructure Charge 167.5 166.9 175.2 8.3 5%
Commodity Charge 67.4 66.8 73.6 6.8 10%
Connection Charge 79.3 19.1 35.6 16.5 86%
Reliability Surcharge 5.5 5.4 6.0 0.6 11%
Sales Tax 65.5 44.7 75.4 30.7 69%
Investment Income 31.4 7.2 9.8 26 37%
Other Sources 28.4 10.1 10.0 (0.2) -2%
Subtotal 590.9 462.3 535.9 73.7 16%
Debt Issuance Proceeds - - 348.8 348.8
Total Sources 590.9 462.3 884.7 4225 91%
Uses
Water Resource Investments 4.2 7.9 14.6 6.7 84%
Energy 37.8 38.2 41.6 34 9%
Payroll & Related 85.2 97.5 96.0 (1.5) -1%
Operating Expenses 54.5 75.8 75.5 (0.3) 0%
Capital Expenditures 81.4 124.2 175.5 514 41%
Debt Service 293.8 289.1 298.1 9.0 3%
Total Uses 557.0 632.8 701.4 68.6 11%
Total Net Surplus/(Deficit)"* $ 339 ¢ (1705) $ 1833 S 353.8

! Any amount of Net Surplus is used to fund reserves while Net Deficit amounts are funded through the use of reserve balances.
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Sources

The 2021-22 Budget Plan’s total sources of funds are projected to be $884.7 million. The increase
as compared to the 2020-21 Adopted Budget Plan is primarily attributable to debt proceeds from a
projected debt issuance.

The Wholesale Delivery Charge and Connection Charge are budgeted to decrease $8.3 million and
$16.5 million respectively, as compared to the 2020-21 Adopted Budget Plan which was significantly
affected by projected impacts from the COVID-19 pandemic in Southern Nevada, and the 2021-22
amount is higher due to those projected impacts not having as negative of an effect as anticipated.
The Wholesale Delivery Charge forecasts volume increases, while the Connection Charge expects
development to continue at a moderate pace. The increase in the Infrastructure Charge is primarily
due to the IRPAC 2020 recommended, and subsequently Board adopted, rate adjustments. With the
Infrastructure Charge being the largest revenue component, the SNWA'’s sources of funds have
increased stability over the past number of years, lessening the reliance on Connection Charge
revenue as shown in the chart below.
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Uses

The 2021-22 Budget Plan’s total uses of funds are projected to be $701.4 million, an 11 percent
increase compared to the 2020-21 Adopted Budget Plan.

Water Resource Investments are budgeted to increase $6.7 million, due to the incorporation of the
IRPAC 2020 recommendations related to water resources. Energy costs are projected to increase by
nine percent. Payroll costs are anticipated to decrease by $1.5 million, or 1 percent, compared to
the 2020-21 Adopted Budget Plan.

Non-payroll operating expenses are projected to essentially remain flat. Capital expenditures are
budgeted to increase by $51.4 million in alignment with the MCCP. Debt service costs are estimated
to increase by $9.0 million largely due to a projected $348.8 million debt issuance.

Summary

The SNWA's fiscal year 2021-22 Budget Plan presents a stable outlook as the SNWA navigates
through the COVID-19 pandemic, with recurring revenues exceeding recurring expenses and a mix
of revenues, reserves, and debt proceeds funding capital expenditures.

Approval

The public hearing on the SNWA's 2021-22 Tentative Budget, and adoption of the Final Budget, is
scheduled for 9:00 a.m., Thursday, May 20, 2021.

/ﬂé/g/z_:j;_

John J. Entsminger, General Manager
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Introduction

Purposes and Powers

The Southern Nevada Water Authority (SNWA) is a political subdivision of the State of Nevada
created on July 25, 1991, pursuant to Nevada Revised Statutes Chapter 277.080 to 277.180,
inclusive, by a cooperative agreement among the Big Bend Water District, the City of Boulder City,
the City of Henderson, the City of Las Vegas, the City of North Las Vegas, the Clark County Water
Reclamation District, and the Las Vegas Valley Water District (LVVWD).

The SNWA was created to secure additional supplies of water for Southern Nevada and to effectively
manage existing supplies of water through the cooperative action of its member agencies. Because
the SNWA is governed equally by a seven-member Board of Directors (SNWA Board) composed of
one director from each member agency, and the SNWA operations are autonomous from its
member agencies, its financial statements are not included in the financial statements of another
entity.

The SNWA Board appoints a General Manager (GM). In January 1993, the LVVWD’s GM was also
appointed GM of the SNWA, and the LVVWD was named Operating Agent for the SNWA. The GM
has two Deputy General Managers (DGM’s), a Chief Financial Officer (CFO) and General Counsel
overseeing the operations of the LVVWD and the SNWA.

Since October 1993, the LVVWD has been paying many expenses on behalf of the SNWA. The SNWA
reimburses the LVVWD for those expenses, including the cost of the LVWWD employees allocated to
the SNWA. The SNWA has no employees of its own.

The Board of the SNWA has the power to periodically assess the member agencies directly for
operating and capital budgets and for the satisfaction of any liabilities imposed against the SNWA.
Each member made an initial contribution to the SNWA for operating and administrative expenses
in the amount of $15,000. Assessments for additional funds needed by the SNWA, in accordance
with operating and capital budgets, have been apportioned to member agencies on the basis of
water deliveries to those agencies. Funding received by the SNWA from its member agencies for
operations is recorded as operating revenue, while funding received for capital purchases is
recorded as capital contributions. Member agencies who are not water purveyors, i.e., the City of
Las Vegas and the Clark County Water Reclamation District, each contributes towards the SNWA
operations for the fiscal year 2021-22.

Transfer Act
Pursuant to the Transfer Act, Assembly Bill No. 542, approved June 28, 1995 by the Nevada

Legislature, the assets of the Southern Nevada Water System (SNWS), as well as responsibility for
operations of the system, were transferred from the Colorado River Commission (CRC) to the SNWA
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effective January 1, 1996. Along with the assets, the CRC transferred all books and records in its
possession relating to the project and its facilities. In addition to the assets, all liabilities of the CRC
related to the SNWS were to be transferred to the SNWA.

The transfer was a non-cash transaction. In order to affect the transfer, CRC prepared from its SNWS
accounting records an unaudited trial balance as of January 1, 1996, which was given to the SNWA.
To record the transfer, the SNWA posted the entire CRC trial balance to its General Ledger as of
January 1, 1996. The accuracy of that trial balance was verified by the June 30, 1996, audits of both
the SNWA and CRC. The CRC detail property listing was posted to the SNWA Property Ledger.

Intergovernmental Relationships

In addition to its members, the SNWA also works with other agencies of state and federal
government. The following outlines some of those intergovernmental relationships.

Major Water Purveyors. The SNWA diverts Colorado River water from Lake Mead, treats it to
federal Clean Drinking Water Act standards, and delivers treated water to the facilities of water
purveyors in the Las Vegas Valley and Boulder City. The major water purveyors and their percentage
of total SNWA water deliveries are as follows: Boulder City (2.4 percent), Henderson (18.3 percent),
North Las Vegas (13.8 percent), the LVWWD (65.2 percent) and others (0.2 percent).

Wastewater Treatment Agencies. Wastewater treatment agencies in the SNWA service area are
the Cities of Las Vegas, Henderson, North Las Vegas and Boulder City, and the Clark County Water
Reclamation District.

Colorado River Commission. The CRC is an agency of the State of Nevada created in 1935 to acquire
and hold in trust Nevada’s right to water and power resources from Colorado River water
apportioned among the seven Colorado River Basin states and Mexico. The seven member CRC
Board is made up of four members appointed by the Governor (including the Chairperson) and three
SNWA Board members.

U.S. Bureau of Reclamation (Bureau). The Bureau is a division of the U.S. Department of the Interior.
It is charged with the responsibility of managing the Colorado River for the benefit of the users with
rights to Colorado River water. Any changes to laws governing the Colorado River benefiting Nevada
will require the cooperation and approval of the federal government via the Bureau and all seven of
the Colorado River Basin states.

Southern Nevada Water System. The SNWS is the regional water system diverting raw Colorado
River water from Lake Mead, treats it to federal Clean Drinking Water Act standards, pumps it
through the River Mountains, and delivers potable water to the facilities of the water purveyors in
the Las Vegas Valley and Boulder City. The SNWS was built in two stages (1971-first stage, and 1983-
second stage) by the federal government acting through the Bureau, and the State of Nevada acting
through its CRC. The Bureau built the transmission facilities, which are referred to as the Robert B.
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Griffith Water Project. The CRC built the treatment facility, which is known as the Alfred Merritt
Smith Water Treatment Facility. The SNWS was owned by CRC and operated under contract by the
LVVWD. On January 1, 1996 the assets and liabilities of the SNWS as well as responsibility for
operations were transferred from CRC to the SNWA. The LVVWD continues to operate the SNWS
under contract with the SNWA. The projects in the SNWA’s Major Construction and Capital Plan
(MCCP) are expansions or improvements of the SNWS.

Robert B. Griffith Water Project Title Transfer. The SNWS was built in two stages by the State of
Nevada acting through the CRC and the Bureau. CRC funded its portion by issuing State of Nevada
general obligation bonds. The Bureau funded its portion from federal budget appropriations. After
completion of each phase, the Bureau determined total reimbursable costs for constructing its
portion of the SNWS and the CRC entered into a water delivery and repayment contract with the
Bureau to repay those costs plus interest. The terms of the repayment contract required 50 annual
payments at 3.25 percent interest. According to the terms of the repayment contract, the federal
government would retain title to the facilities it built, even after the repayment contract was fully
paid.

The role of the federal government in financing improvements of the SNWS has been declining.
When the first phase of the SNWS was completed in 1971 at a total cost of $62 million, 85 percent
of that cost was provided by the federal government. After completion of the second phase in 1983,
the ratio provided by the federal government had dropped to 71 percent. In 1995 the SNWA began
work on its $2.1 billion Capital Improvement Plan to expand and improve the SNWS. Because the
Bureau was, and always would be, the owner of the facilities built with federal funding, the SNWA
would always be required to obtain Bureau approval to maintain, modify, or improve the federal
facilities which are an integral, but increasingly smaller, part of the total system.

In July 2000, the U.S. Congress passed, and President Clinton signed into law, the Griffith Project
Prepayment and Conveyance Act (Public Law 106-249), which directed the Secretary of the Interior
to transfer title to the Robert E. Griffith Project to the SNWA, subject to prepayment of the Project’s
federal repayment obligation. According to guidelines published by the Office of Management and
Budget, the price of the title transfer was set at $121.2 million, plus accrued interest, less any
principal payments made subsequent to September 30, 1999.

Organizational Structure

The LVVWD operates the SNWA under contract; however, the two entities are legally separate. The
LVVWD pays substantially all expenses on behalf of the SNWA, including the cost of employees
allocated to the SNWA and is reimbursed monthly for these costs. SNWA has no employees of its
own. The organizational chart shows the SNWA organization and how the different departments are
arranged. For a further breakdown per department, please see Section 5, Department Budgets.



Southern Nevada Water Authority

Operating and Capital Budget

Introduction and Strategic Plan
Fiscal Year Ending June 30, 2022

General Manager

General Counsel _ C_hlef Dep_uty GM: Deputy.GM: Deputy GM:
Financial Officer Engineering Operations Resources
| [ | | |
Legal I Custo;r:qzr Care o . Water
Services . . perations Resources
Field Services
| | | |
Energy . : Human Public
Management Engineering Resources Services
Risk Infrastructure Information
Management Management Technology

Environmental,

Health, Safety,

and Corporate
Security

Water Quality
and Treatment




Southern Nevada Water Authority
Operating and Capital Budget
Introduction and Strategic Plan
Fiscal Year Ending June 30, 2022

Financial Structure and Controls

Proprietary Fund Type - Enterprise Fund. The SNWA'’s operations are accounted for as a single
Enterprise Fund. A fund is a fiscal and accounting entity with a set of self-balancing accounts
comprising its assets, liabilities, fund equity, revenues, and expenses. Enterprise Fund operations
are presented using the full accrual basis of accounting wherein revenues are recognized in the
accounting period in which they are earned and expenses are recognized in the period incurred,
regardless of when payments for such revenues or expenditures are actually made. In this regard,
the SNWA operations are accounted for in a manner similar to a private business enterprise, where
the intent of the governing body is that the costs of providing goods and services to the general
public on a continuing basis are financed or recovered primarily through user charges, and its
financial measurement focus is on determination of net income, financial position, and cash flows.

Capital and Debt Service Accounting. Capital and Debt Service finances are accounted for separately
within the overall structure of the enterprise fund. Bond issuance resolutions require that the
balance of bond proceeds be maintained in restricted acquisition and construction accounts until
they are expended. Assets restricted for specific purposes (e.g. additions to plant or repayment of
bonds) and liabilities payable from such assets are accounted for separately until disposition.
Earnings on these assets are also considered restricted.

Internal Controls. In developing the SNWA’s accounting system, consideration focused on the
adequacy of internal accounting controls. Internal accounting controls are designed to provide
reasonable, but not absolute assurance regarding the safeguarding of assets against loss from
unauthorized use or disposition; and the reliability of financial records for preparing financial
statements and maintaining accountability for assets. The concept of reasonable assurance
recognizes the cost of a control should not exceed the benefits likely to be derived, and the
evaluation of costs and benefits requires estimates and judgment by management. All internal
control evaluations occur within the above framework. The SNWA'’s internal accounting controls
safeguard assets and provide reasonable assurance of proper recording of financial transactions.
The SNWA will continue to identify ways in which it can strengthen its control procedures.

Debt Administration. It is the general intent of the SNWA that rates and charges are adequate to
provide for all costs, and reliance on property taxes is to be avoided.Ad valorem taxes have never
been needed to support the SNWA’s operations or debt service. For a full discussion of debt
objectives and guidelines see section 7, Debt Management Policy.

The State of Nevada operates a Municipal Bond Bank Program, which is designed to assist
municipalities in undertaking local projects for the protection and preservation of the property and
natural resources of the state. In May 1997, the SNWA was authorized to sell bonds directly to the
state bond bank. Additionally, the SNWA issues bonds through the Clark County bond bank and
through the LVVWD. As a result of legislation approved by the 1999 Legislature, Clark County
established a bond bank to assist municipalities within Clark County. The LVVWD issues short-term
or variable rate debt for the SNWA in addition to standard debt issues.
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The State of Nevada general obligation debt is rated “Aal” by Moody’s and “AA+” by Standard
& Poor’s. Clark County’s general obligation debt is rated “Aal” by Moody’s and “AA+” by Standard
and Poor’s. The LVVWD’s general obligation debt is rated “Aal” by Moody’s and “AA” by
Standard & Poor’s. It is expected that the SNWA will still utilize the state and county bond banks
and the LVVWD to issue debt. The SNWA obtained the credit rating primarily at the request of
parties who wished to enter into long term purchased power agreements with the SNWA and
needed an evaluation of the SNWA'’s credit worthiness.

As of July 1, 2021, the SNWA has $2.8 billion in outstanding debt, excluding unamortized premiums
and discounts. All debt is backed by a pledge of the SNWA’s revenues. All applicable bond covenants
such as ratios of net income to debt service, sinking funds, and insurance coverage have been met
or exceeded.

Cash Management. Funds not immediately required for paying operating or capital expenditures
are invested in U.S. Government and agency securities and other money market instruments.
Nothing in the Cooperative Agreement creating the SNWA or the Facilities and Operations
Agreement governing the SNWA'’s relationship with its purveyor members dictates permitted
investments. Also, there is no applicable Nevada law. However, the SNWA chooses to comply with
Nevada Revised Statutes (NRS) 355.170, which governs permitted investments for counties, cities,
and school districts in Nevada. NRS 355.170 limits investments to obligations of the federal
government and its agencies, commercial bank certificates of deposit, obligations of state and local
governments rated A or above, bankers’ acceptances, repurchase agreements, and money market
mutual funds. All investments are held by a commercial bank’s trust department in the name of the
SNWA and are insured or collateralized with securities held by a third party in the name of the
SNWA.

Risk Management. The SNWA employs a multifaceted approach to risk management, which
includes the transfer, elimination, avoidance, reduction and/or assumption of risk of loss. The SNWA
also purchases risk insurance (including terrorism insurance) from the commercial insurance market
on real and personal property, including earthquake and flood, with common policy restrictions,
covering direct physical loss of or damage to buildings, fixtures, equipment, boilers, machinery and
supplies. The blanket limit of liability under the property insurance program is $500 million per
occurrence with a deductible of $1 million per occurrence. The program also includes earthquake
coverage ($100 million limit) and flood coverage (S50 million limit) each having a $100,000
deductible. The SNWA self-insures the first $1 million for its automobile and general liability
exposure and purchases $30 million of excess liability insurance.

In contracts, the SNWA obtains indemnification and hold-harmless agreements, and requires that
contractors name the SNWA as an additional insured under the indemnitor’s insurance coverage,
usually $1 million to $10 million for commercial general and auto liability insurance. The SNWA
provides builders risk insurance for all construction projects with a blanket limit of $500 million per
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contract, or higher as needed, with a $50,000 deductible per claim, except earthquake and flood
where the deductible is $500,000 per claim.

Capital Project Structure and Controls

Identification of Capital Project Need. Capital projects for the SNWA are proposed in response to
identified needs for improvements to the facilities providing for delivery of community water
supplies to the members of the SNWA. These improvements may be either 1) new facilities to
expand or enhance capabilities or 2) repair, upgrade or replace existing facilities no longer
functioning as required.

Identification of proposed new facilities to meet expanding water delivery requirements is
accomplished through a process involving continuing assessment of current and projected future
community water demands. The SNWA works with its purveyor members to establish both short-
range and long-range projections of future water demands. These water demands are compared to
the capacities of the existing SNWA water facilities. Where facility capacities are insufficient to meet
projected demands, the SNWA undertakes efforts to plan potential new facilities to address the
projected shortfall. New facilities may also be proposed to enhance the reliability of the water
delivery facilities, or to enhance the quality of the water provided to the community.

Identification of existing facilities requiring repair, upgrade or replacement comes about through
continuous monitoring and assessment of facility performance. To the extent possible, major repair,
upgrade or replacement projects are identified in time to allow for planning and scheduling of the
projects to minimize costs and interruptions to operations of other facilities.

The SNWA meets periodically with its purveyor members to discuss water demand projections,
compare those projections to existing system capacities, review operational issues, define an annual
operating plan, discuss progress on approved capital projects under design and construction, and
consider proposals for new capital projects. Proposals for new capital projects are presented to the
Southern Nevada Water System Work Group (Work Group), a formal advisory committee composed
of representatives of the SNWA and the SNWA Purveyor Members. Upon endorsement by the Work
Group, new projects are incorporated into amendments to the SNWA’s capital plans and are
presented to the SNWA Board for approval. If the amended capital plan requires an increase in the
total cost of the plan, then the amended capital plan must also be approved by the governing body
of each Purveyor Member.

Execution of Capital Plan. After approval of the capital plan by the SNWA Board, the Engineering
department assembles a staging plan for each project and develops specifications to be used as
criteria during the competitive bidding process. Major construction portions are then let to an open
competitive bidding process. All bids are reviewed, and the lowest qualifying bid is presented to the
SNWA Board for their approval. At the approval date, the Finance department (Finance) and the
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Engineering department encumber the total amount of the contract. Change orders are submitted
to the SNWA Board as needed with full explanations as to why the change is necessary.

The Engineering department issues capital plans, which include a list of capital projects and their
projected costs. The Finance department tracks expenditures and encumbrances for capital projects
and plans future debt service issues on these calculations. Upon capital project completion, the
Engineering department presents a summary of the project and then the Finance department moves
the completed project from construction work in progress to property, plant and equipment. Details
of the current capital budget can be viewed in Section 6 of this 2021-22 Budget Plan document.

Budget Controls and Process

Basis of Accounting

The SNWA'’s audited Comprehensive Annual Financial Report is presented on the full accrual basis
of accounting wherein revenues are recognized in the accounting period in which they are earned,
and expenses are recognized in the period incurred, regardless of when payments are actually made.
However, the budget is presented on a modified cash basis. In addition, the budget is broken into
sub funds of the single proprietary fund, which shows beginning balance, sources of funds, uses of
funds, and ending balance. The SNWA is an enterprise fund; the sub funds are an internal cost
control aiding management in insuring revenues and expenses for major projects are properly
matched. The SNWA maintains six separate sub funds. Three track the financial activity of SNWA's
capital programs while the other three track day-to-day operations.

SNWABUDGETIS
SIX BUDGETS IN ONE
NEW e
EXPANSION
DEBT SERVICE
LAS VEGAS CAPITAL
WASH CAPITAL -

Sub fund balances are reconciled to the audited Comprehensive Annual Financial Report. For budget
preparation and presentation, the Las Vegas Wash Capital and Las Vegas Wash Operating sub funds
are combined into one sub fund for simplification purposes.
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Budgetary Controls

By State statutes, the SNWA'’s budget is approved annually, following a public hearing by the SNWA
Board, and a copy is submitted to the State Department of Taxation. Budgetary controls are
established at the levels of total estimated operating and non-operating expenses. A utility, or other
enterprise, is a self-supporting operation of a commercial nature, and the demand for service largely
determines the appropriate level of revenues and expenditures. Depending upon the timing and
level of the demand for services, expenditures will vary.

The SNWA is encouraged, but is not required by law, to adopt a balanced budget. A balanced budget
is defined as a budget where sources of funds are equal to, or exceed, uses of funds. Throughout
the budget process, the SNWA examines projected financial needs and determines whether or not
rates, fees and charges should be adjusted to make funds available for those needs.

Budgetary controls are established at various levels to have effective control over the necessary
expenditures. These levels always include departments and divisions and, in some instances,
sections. Most disbursements are made through the issuance of purchase orders. The purchasing
division in Finance administers purchases of new furniture, vehicles, and communication
equipment. Computer equipment purchases are administered under the authority of the Director
of the Information Technology department (IT). Finance prepares and distributes monthly budget
variance reports, and division managers can electronically access their budget information using the
Oracle Financial System. Division managers are accountable for variances between the budgeted
and actual expenditures. The staffing is controlled by the Human Resources department (HR).

Budget Process

The SNWA'’s budget process starts in December of each year, and proceeds with a series of meetings
with the department directors. Financial analysis is done to project the revenues under current rate
structures. Wholesale Delivery Charge revenue projections are based on the estimated water the
SNWA is planning to deliver in the coming year. The budget reflects the strategies and goals adopted
by the SNWA.

Budget staff disseminates current and historical information to managers to assist them in
preparation of future budgets within budgeting guidelines. The budget process consists of three
major phases. The first phase includes preparing new requests for capital and staff positions for the
new fiscal year. The second phase consists of preparing department operating budgets, including
payroll and related expenditures. Estimating payroll and related expenditures are based on current
approved positions and factors based on historical adjustments throughout the year. The third
phase involves department directors, managers and supervisors meeting with Executive
Management to justify expenditure requests. After all of the departments’ budgets have been
reviewed and approved by Executive Management, the budget is consolidated, and an initial
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proposed budget document is submitted to the Nevada State Department of Taxation by April 15.
The state then reviews the proposed budget and issues a notice of compliance or non-compliance
with the statutory laws of the State of Nevada.

On the third Thursday in May, the SNWA’s Board conducts a public hearing to allow the public an
opportunity to discuss the proposed budget. During the public hearing, the GM requests final
approval from the SNWA Board. The approved final budget document is filed with the State of
Nevada. Once approved and filed, departments are provided copies of their budgets. The approved
budget is implemented on July 1, the first day of the new fiscal year.

Budget Augmentation

Nevada State law (NRS 354.493) defines budget augmentation as a procedure for increasing
appropriations of a fund with the express intent of employing unbudgeted resources to carry out
the purpose for the increased appropriations. To augment the budget, the SNWA Board must adopt
a resolution providing for an augmentation at a regular meeting of the SNWA Board by majority
vote of all members. Budget augmentation becomes effective when an executed copy of the
resolution for augmentation is delivered to the State Department of Taxation.



ALIHOHLNY HILVM VAVAIN NHIHLNOS @

S9DIAJDS |BlDUBUI4 O
JU3S S|emaual uonisod
9.1y Jawwns pue suJalul SullsIXa 40 1si]

V1 uernyl

panwgns
s13sanbau 103(oud pue Juswdinba
398pnq |eyded Zz-120T |euld
gcuernyl

S3IINIDS
|eldueul{ 01 pajHwqns s1a8pnq
asuadxa Sunesado zg-120T |eul4

gcuernyjy

$3500 ||0JAed Swian0 pue
Auedwooualul
Supindul sjuswedap
y1m uolleuipood uidag

S¢C uer uoi\

(WO PMAAI@SIFH) SIYH
0} paywgns suolyisod aJly Jowwns
pue suJaiul 4o} sysanbau jeul

T uernyl

020t ‘vT Menuer ‘Aepsiany) Aq
(WO’ PMAAI@SIYH) SIYH 03 anp
si3sanbal mau pue suo13d34402 ‘sajepdn
‘sjuawiedap o1 panguisip suoinyisod
2J1Y Jowwns pue susajul Suilsixa Jo 1si]

LT33Q Nyl

J93eue|A |esauan Aindaq
pue J032341Q S, 3uswiedap
yoea yS8nouy3 paleuiplood 3q
|IIM S3sanbau paje|as [uu0siad

T uef nyL - ST 3@ any

UOI}BUIPJO0D pUB MIIAI
J0J S9IIAIDS 1934
pue ASojouyda] uoijewsoju|
01 pa13iwgns s3sanbas Juawdinba
pue 3uissasoid ejep Jofe|n

VT uernyl

(WO PMAA @SIEH)
(SIYH) ‘swa31sAs uonew.oyu|
$924N0S3Y UBWNH 03 Pa1WINS
sueyd uolleziuedio 03 syuawisnipy

VT uernyl

(swea1)3unreaN yo-yd1y 193png
QT 9@ onl

0202 ‘vT AMenuer ‘Aepsany) Aq
(WO PMAAN@SIYH)

(SIYH) ‘swaisAs uonewJoyu|
$32JN0S9Y UBWNH 03 aNp sHeyd
uolieziuedio 01 syuswisnipy “AepyJopn
Ul M3IA3J 10} 3|qe|leAe SJeYd uolleziuediQ
29

sui8aq
2ouelsisse 1sAjeuy Juswiedap
paugisse pue ‘@|npayds
‘ss9204d 3198pnq Jo uoeUIPIOO)
*JU3s s3|1} dsuadxa Suesado

GT 29@ @nJ — £ 29Q UON

J1a3eue|p |esaua Aindag
pue 1032341 S, 3uswedap
yoea y38nouy3 paieuipiood

9q ||IM S1sanbau paje|al [uUUOSIad

T uef nyL - ST 23@ any

uer

(swea]) Bunean 4o-31y 198png
QT doQ 9Nl

sjuawyedap
0} JU3S JEpuUd|eD pue
suoi3anJsul 198png

€23@ ny1

pPaAI234 S3|1} 9suadxa Suzesado

GT 29Q an] — £ 29Q UOI

PaAI=2aJ Jepua|ed
pue suoildnJisul HwMUJm

€%2@ ny1

23Q

$92/N0S9Y uewnH

juswaseuep
9AIINIAX]

S9JIAJ3S |elduUeRUl

sjuawiedaq ||V

2-11

dVANITVI 135dN49g ¢¢-1¢0¢ ¥V3IA 1VISId


mailto:HRIS@lvvwd.com
mailto:HRIS@lvvwd.com
mailto:HRIS@lvvwd.com
mailto:HRIS@lvvwd.com

SALIHOHLNY H3LVM YAVAIN NHIHLNOS s

(sBunds @10A0D '3 amag
Suipnjaul) GMAAT1 104 doysydopn
198png s4012241Q JO pJeog

uollexe] Jo Jusawnedaq a1els epeasN
3y yum pa|yy s193png Aleuiwiaid

o7 40y UOWN ST 4dy nyy
$1012241Q LQ<
VMNS 40} doysyiop 193png J0 spJjeog yum sdoysyiopn 193png
$10303J1Q JO pJeog 10} pa319|dw0d s393pnq elp pasodoid
ST 4dy nyL T 4dy nyy
suols129p 193pnq |eul} S3JIAJSS |BloUBUIS O}
S, Juswadeueln 9AIINI9XT (wea]-3) Juswadeue|n aAIINIDXT pa111WQgNS SaAl1eleU 198png
uo paseq 1sl| suoiyisod Aq spew suoisidap 193pnq |euld GT JeIAl UOIA
40 @1epdn Aseujwijaid ST 4B\l UOIAl — 6 JBIAl @n )
ST B\l UOIN
Sulyslug mainiano pue 8ulya1ug malniano pue JINS
gulya1ig MaIAIBA0 pue NS 1IAS yum sSunesw 193png juswiedaqg yum ssunesw 193png uswiedaq ._m_>_
yam s3uieaw 198png uswpedaq g JBJAl UOIA 8 JBJAl UOIA
g Je|\] UOIA|
(wea]-3) Juswasdeue|n 9AIINIIXT YUM
Su1ya1iq MaIAIaA0 183png Sulyalig maIAIaA0 128png
CJeN 9N C 1eNl @n]
suidaq suolejuasaid 3uilLaw 3938pnq
(LNS) wea] 1uswadeue|y Joluas ayl
Joj uojesedaud ul syuswpedap unsissy
<C 934 UoN
sjuswliedap 01 Juas
s198pnq a4nyipuadxs [eyded g paAiadal s198png
asuadxa 2in}ipuadxa |ejided g asuadxa Qwu_
Suizesado jo |Ie39p pue SaleWIWNG 8unesado jo |1e39p pue saleWWNS
7T 994 Uo 22 994 uo

sjuswiedsp 01 JuUas
suoIdNIISUI SAIIRLIBU 198pNg

T 994 U

PaAIJ3J SUOIdNIISUI
aA1lelleu 393png

T 924 Uo

$92JN0S9Y uewnH

juswasSeue|p aAIINIAXT

SIIAIDS |eduUeRUlY

sjuswnedaq ||V

2-12

dVANITVI 135dN49g ¢¢-1¢0¢ ¥V3IA 1VISId



wALIHOHLNY d31VM YAVAIN NH3IHLNOS @

V045 3y1 01 paniwgns

a11qnd s1012241Q J0 pJeog AMAAT
LT Aenl uonl

MYA1 Ul paysijgnd a3130u Sulieay 21jgnd YANS
L Aen 14

YA Ul paysiignd ad130u Butieay a1jqnd
sgunds 930A0) pue ‘Mdg ‘AMAAT
t Aen sany

uonedl|ddy pJemy 128png m_,_<

G 8ny nyy

uollexe]
JO JuswWwedaq 91e3s epeA3N 3y} 03 payiwgns

syodaud |easyy Jo uoiiediignd Jo Jooud _3—.

acinrnyl

MYA1
ul paysijgnd syiodau |easyy Alewwns [enuue un
s3ulds 210400 8 AMEQ ‘VMNS ‘AMAAT r
Tc unf UoAl
s198pnq 1dope spJeog Ja1e uollexe] jo juswiedaq epensnN
pajepdn sueyd uoneziuediQ 9y3 01 JUds s1a3pnq pardopy
0z Aen nyL Lz Aey nyy
uoldope s|qissod
4o} 198pnq pasodoud ay3 uo panpuod
Suneay o1gnd si030941q J0 pieog YMNS
0z Aeiy nyy
uondope a|qissod 404} sdulds 310A0)
pue ‘puag 319 ‘AMAAT 40 s198pnq
pasodoud uo pajnpuod sdulieay >m_>_

$921N0S?aYy UBWNH

judwaseue|p dA13NIBXT

S9JIAISS |eldueul

sjuawiedaq ||V

2-13

dVANITVI 135dN49g ¢¢-1¢0¢ ¥V3IA 1VISId



Southern Nevada Water Authority
Operating and Capital Budget

Introduction and Strategic Plan
Fiscal Year Ending June 30, 2022

Southern Nevada Water Authority Strategic Plan

Strategic Plan Background

The SNWA'’s Strategic Plan represents the latest iteration in the SNWA'’s long-standing commitment
to self-assessment, continuous improvement, and comprehensive planning. The Strategic Plan
provides future direction for the SNWA, both in its role as a local water purveyor and in its
operational and management support of the SNWA.

To respond to a variety of rapidly changing factors impacting the SNWA, senior management and
employees of the SNWA, with policy guidance from the SNWA Board, completed a comprehensive
Strategic Plan in 1993. The SNWA'’s Strategic Plan identified forces influencing decision-making and
formulated goals and strategies to guide the SNWA in responding to the challenges, and evolve into
a dynamic, responsive and effective organization. In 1997, the SNWA revised its original plan to
reflect its evolving role in supporting and managing the SNWA, as well as meeting demands as a
local water purveyor. In fiscal year 2003-04, senior management and staff completed a review and
updated the goals and strategies of the SNWA'’s Strategic Plan, and a revised plan with new goals
and strategies was presented to and adopted by the SNWA Board. At the same time, staff initiated
strategic planning meetings with the SNWA member agencies, resulting in the identification of goals
to guide the future of the SNWA, and provide a foundation for common understanding between the
SNWA and the member agencies.

Infall 2012, the Senior Management Team began meeting to update the strategic plan. This strategic
planning process allows the SNWA and the member agencies to continue to respond to current
economic conditions, plan for future needs and implement changes to ensure efficient and effective
operations. The revised strategic plan was finalized, and the organization-wide implementation
launched in 2013.

Strategic Plan and 2021-22 Budget Plan Preparation

The SNWA'’s Strategic Plan serves as a guide in the development of the SNWA’s annual Budget Plan.
The Strategic Plan is used to guide and focus operational objectives and subsequently budget plan
investments for the upcoming year. In section 5 of the 2021-22 Budget Plan, each department has
established objectives for the upcoming year according to the relevant and existing Strategic Plan
goal it is designed to address.

The SNWA has a long-standing commitment to self-assessment, continuous improvement, customer
service and comprehensive planning, and has undergone several strategic planning initiatives over
the past two decades to ensure the organization has a framework for action and is prepared to
address dynamic environmental and economic challenges. The Strategic Plan developed in 2013
addresses the challenges of the current economic climate, organizational realignment and
operational needs.

For the past two decades, Southern Nevada has weathered unprecedented drought conditions on
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the Colorado River and has survived the effects of an economic recession and COVID-19 pandemic
impacts. The recession impacts included a change in the community’s business environment, a
decrease in water sales and sales tax revenue, and a significant decrease in the SNWA connection
charges. Some of those same impacts have been seen from the ongoing COVID-19 pandemic. During
this period of economic uncertainty, organizational structure and budgetary issues have been
closely evaluated to ensure the organization’s focus meets current community needs. The strategic
plan represents a roadmap for the next three to five years which realigns the organization’s focus
on enhancing service levels, improving asset management, providing rate stability, and streamlining
the organization to meet current and future community needs.

The strategic planning process developed a “blueprint” to increase communication, emphasize
accountability, and continue to cut costs and eliminate duplication in a manner representative of
the organization’s commitment to internal efficiency and exemplary customer service. The plan also
establishes goals to facilitate these objectives.

The strategic planning process involved management and employees in all departments through a
comprehensive exercise to assess the organizations and their current environment; review and
clarify the organizational vision, mission and values; and to develop goals and strategies that support
these objectives. By involving all levels of employees in the development of measures, milestones,
standards of excellence, and incorporating their input into the strategic plan, the entire workforce
had the opportunity to engage in the implementation of the new Strategic Plan. Additionally, each
workgroup has the ability to monitor its own progress through an online administrative tool.

As a result of this strategic planning process, a new vision and mission were developed:
VISION
To be a global leader in service, innovation and stewardship
MISSION

Provide world class water service in a sustainable, adaptive and responsible manner to our
customers through reliable, cost-effective systems

GOALS

e Assure quality water through reliable and highly efficient systems.

e Deliver an outstanding customer service experience.

e Anticipate and adapt to changing climatic conditions while demonstrating stewardship of our
environment.

e Develop innovative and sustainable solutions through research and technology.

e Ensure organizational efficiency and manage financial resources to provide maximum customer
value.

e Strengthen and uphold a culture of service, excellence and accountability.
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Strategic Plan Strategies

In order to implement the goals of the Strategic Plan, the SNWA prepared the following strategies:
Assure quality water through reliable and highly efficient systems.

e Provide a high-quality drinking water supply and delivery system that is sustainable and
promotes the vitality and prosperity of the community.

e Maintain high levels of reliability through application of a sufficiently funded asset management
program.

e Sustain operational continuity with a sufficiently staffed, well-trained and skilled workforce.

e Continually improve operating efficiencies by benchmarking to leading industry standards.

e Ensure a high quality of local and regional water resources through comprehensive water quality
and watershed management.

Deliver an outstanding customer service experience.

e Assess customer satisfaction, establish benchmarks and determine where improvements are
required.

e Continuously improve service processes and practices based on customer assessments.

e Utilize appropriate technology to simplify and improve the customer experience.

e Provide necessary training and development to ensure a quality customer service experience.

e Communicate with and receive continuous feedback from employees on organizational policy
changes and improvements.

e Monitor other organizations and industries to identify innovations, best practices and ways to
improve the customer experience.

Anticipate and adapt to changing climatic conditions while demonstrating stewardship of our
environment.

e Enhance understanding of climate change impacts among ourselves and our stakeholders.

e Develop and implement adaptation plans to reduce or mitigate impacts of climate change on
water and environmental resources.

e Conduct long-term water resources and facilities planning to ensure adequate resources are
available when needed.

e Develop and implement proactive stewardship for environmental resources to ensure access to
current and future water supplies.

e Champion innovative water efficiency initiatives to maximize beneficial use of resources.

e Incorporate sustainable best practices into organization initiatives and inspire positive change.
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Develop innovative and sustainable solutions through research and technology.

e Identify, prioritize and implement sustainable and cost-effective solutions to organizational
challenges.
e Promote a culture that is innovative and creative, and makes effective use of technology.

e Allocate the resources necessary to advance research, technology and other innovations.
e Develop and strengthen partnerships on a global basis to leverage resources and advance
innovation.

Ensure organizational efficiency and manage financial resources to provide maximum customer
value.

e Increase customer communication so there is a better understanding of the value of our
products and services.

e Ensure predictable rates that are aligned with community expectations.

e Seek out and deploy worldwide best practices to minimize costs.

e Establish and utilize benchmarks to explore new opportunities for improved efficiencies.

e Formulate risk assessments and develop alternatives for expenditure decisions.

Strengthen and uphold a culture of service, excellence and accountability.

e Improve the consistency and openness of communication to ensure employees are engaged and
well informed.

e Increase the effectiveness of professional development by providing additional diverse learning
opportunities.

e Hold ourselves accountable for delivering quality products and services to our customers, each
other and the environment.

e Identify, monitor and measure key performance areas of the organization, openly sharing results
and taking appropriate action.

e Provide and seek timely feedback on individual, team and departmental performance to
enhance collaboration, accountability and excellence.
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The fiscal year 2021-22 Budget Plan reflects the continued commitment of the Southern Nevada
Water Authority (SNWA) to provide water resources and services to meet the demands of
Southern Nevada. The SNWA utilizes its Strategic Plan as a guide in shaping its annual Budget Plan.
The fiscal year 2021-22 Budget Plan’s total sources of funds are projected to be $884.7 million, or
a 91 percent increase compared to the fiscal year 2020-21 Adopted Budget Plan. The fiscal year
2021-22 Budget Plan’s total uses of funds are projected to be $701.4 million, or a 11 percent
increase compared to the fiscal year 2020-21 Adopted Budget Plan. The table below shows the
Sources and Uses Summary for the fiscal years 2019-20, 2020-21, and 2021-22.

Budget Summary
Budget-to-Budget
Actual Budget Budget Variance
2019-20 2020-21 2021-22 S %
Sources
Wholesale Delivery Charge S 145,992,532 S 142,032,734 $ 150,291,355 S 8,258,621 6%
Infrastructure Charge 167,503,236 166,934,981 175,223,605 8,288,624 5%
Commodity Charge 67,367,835 66,773,853 73,550,659 6,776,806  10%
Connection Charge 79,318,598 19,108,425 35,636,854 16,528,429 86%
Reliability Surcharge 5,526,459 5,448,046 6,046,468 598,422 11%
Sales Tax 65,457,762 44,678,049 75,410,833 30,732,784  69%
Investment Income 31,356,661 7,154,023 9,799,849 2,645,826 37%
Other Sources 28,412,007 10,145,982 9,977,999 (167,983) -2%
Subtotal 590,935,090 462,276,092 535,937,622 73,661,529  16%
Debt Issuance Proceeds - - 348,808,349 348,808,349
Total Sources 590,935,090 462,276,092 884,745,971 422,469,878 91%
Uses
Water Resource Investments 4,240,030 7,914,000 14,594,000 6,680,000 84%
Energy 37,809,348 38,222,458 41,582,555 3,360,097 9%
Payroll & Related 85,246,385 97,499,379 96,038,037 (1,461,342) -1%
Operating Expenses 54,450,803 75,824,972 75,504,140 (320,832) 0%
Capital Expenditures 81,449,749 124,177,051 175,537,731 51,360,680 41%
Debt Service 293,793,977 289,141,521 298,143,520 9,001,999 3%
Total Uses 556,990,291 632,779,381 701,399,982 68,620,601 11%

Total Net Surplus/(Deficit)*

$ 33,944,799

$(170,503,288)

$ 183,345,989

! Any amount of Net Surplus is used to fund reserves while Net Deficit amounts are funded through the use of reserve balances.
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Sources

The fiscal year 2021-22 Budget Plan’s total sources of funds are projected to be $884.7 million,
which is a 91 percent increase compared to the 2020-21 Adopted Budget Plan. The increase is
largely due to proceeds from a projected debt issuance. The SNWA anticipates issuing
approximately $349 million in new debt to fund expenditures related to the MCCP. The remaining
16 percent increase over the 2020-21 Adopted Budget Plan is due to Sales Tax and Connection
Charge rebounding from COVID-19 levels.

Wholesale Delivery Charge

The wholesale delivery charge is the revenue generated from Colorado River water delivered by
the SNWA to its purveyor members. Those purveyor members then sell the purchased water to
end-users. The SNWA has no retail customers. For fiscal year 2021-22, the wholesale delivery
charge for treated water sold will rise by $5 per acre-foot. This increases the charge from $332 to
$337 per acre-foot.

Periodic rate increases have kept the wholesale delivery charge revenue relatively stable during
periods of flat-to-declining usage. The increase of $8.3 million (six percent) in fiscal year 2021-22 is
the result of the rate increase, as well as growth in water sales to purveyor members. As the
following chart illustrates, the SNWA makes a concerted effort to keep the wholesale delivery per
acre-foot charge economical for its purveyor members.

Wholesale Delivery Charge Rate
(S per Acre Foot)

2021-22 $337
2020-21 $332
2019-20 $323
2018-19 $313
2017-18 $303
2016-17 $303
2015-16 $303
2014-15 $303
2013-14 $303
2012-13 $293
2011-12 $293
2010-11 $283
2009-10 $270
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Infrastructure Charge

In October 2011, the SNWA’s Board of Directors (Board) authorized an extensive rate study and a
public outreach process to study various alternative rate structures to service the SNWA’s
outstanding debt. Debt had been issued to fund capital projects and additional debt was issued to
fund ongoing capital needs. In February 2012, the Board approved an infrastructure charge. This
charge is applied by the SNWA purveyor members, typically to retail bills, and is a fixed charge
assessed based on meter size and customer class. Consumption is not considered in the
application of the charge. Revenue is remitted to the SNWA from its purveyor members, on a
monthly basis. At the same time in 2012, the Board appointed a 21-member Integrated Resource
Planning Advisory Committee (IRPAC). The IRPAC reviewed financial projections of the SNWA and
recommend strategies concerning the financial commitments. IRPAC’s Phase 1 recommended,
with subsequent Board approval, a four-year step-in increase of the infrastructure charge
beginning January 1, 2014 and increased annually through January 1, 2017.

In addition to IRPAC’s Phase 1 recommended increases to the infrastructure charge, IRPAC’s Phase
2 recommended, with subsequent Board approval in December 2014, to increase the fixed
monthly charges. This charge was called the Drought Protection Charge and was added to the
infrastructure charge.

In October 2019, the SNWA Board appointed a citizens advisory committee, named IRPAC 2020, to
examine Southern Nevada’s long-term water planning efforts. One of the IRPAC 2020’s
recommendations was to implement a six-year annual increase, beginning in January 2022, to
phase-in an inflationary catch up, as well as adjust for annual inflation. All of the IRPAC 2020’s
recommendations were approved by the Board in September 2020, and the rate adjustments
themselves were adopted by the Board in November 2020 after a public hearing. Beginning in
January 2022 the infrastructure charge will increase 1.6 percent annually for six years to catch up
the rate to current day dollars, as well as three percent for current year inflation. Beginning in
January 2028 the infrastructure charge will be indexed to the Engineering News Record (ENR)
construction cost index, which will allow the cost of services to keep pace with the associated fee
structure.

Infrastructure Charges are budgeted to increase $8.3 million (five percent), compared to the 2020-
21 Adopted Budget Plan. The increase is a result of the rate adjustments in January 2022 described
above and account growth.
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Infrastructure Charge
(S in millions)

*2021-22 $175.2
*2020-21 $166.9
2019-20 $167.5
2018-19 $162.9
2017-18 $151.9
2016-17
2015-16
2014-15
* = Budgeted

Commodity Charge

The commodity charge went into effect in November 1996. This charge is typically collected by
purveyor members and remitted to the SNWA monthly. The commodity charge is applied to retail
water bills. The IRPAC Phase 1 recommended, with subsequent Board approval, the commodity
charge to increase from the starting rate $0.30 per 1,000 gallons to $0.48 over a four-year step-in
period ending in January 2017.

Similar to the infrastructure charge, the IRPAC 2020 recommended to implement a six-year annual
increase effective January 2022 to phase-in an inflationary catch up and adjust for annual inflation.
This recommendation was approved by the Board in September 2020, and the rate adjustments
themselves were adopted by the Board in November 2020 after a public hearing. This increases
the commodity charge by 2.3 percent annually for six years, as well as 2.5 percent for current year
inflation. Beginning in January 2028 the commodity charge will be indexed to the Consumer Price
Index (CPI).

Commodity Charges are budgeted to increase $6.8 million, or 10 percent compared to the 2020-21
Adopted Budget Plan. This increase is mostly due to the January 2022 rate adjustment described
above and a projected increase in volumetric water sales.
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Commodity Charge
($ in millions)

*2021-22 $73.6
*2020-21 $66.8

2019-20 $67.4

2018-19 $69.6

2017-18 $70.6
* = Budgeted

Connection Charge

The connection charge is a charge assessed for new connections to the potable water system and
is based on customer type, land usage, and meter size. The SNWA’s purveyor members collect
these charges when customers apply for new water services and they are remitted to the SNWA
monthly.

Similar to the infrastructure and commodity charges, the IRPAC 2020 recommended to implement
a six-year annual increase effective March 2022 to phase-in an inflationary catch up and adjust for
annual inflation. This recommendation was approved by the Board in September 2020, and the
rate adjustments themselves were adopted by the Board in November 2020 after a public hearing.
Beginning March 2022, the connection charge will increase by 6.5 percent annually for six years, as
well as three percent to account for current year inflation. Beginning in March 2028 the
connection charge will be annually indexed to the ENR.

The fiscal year 2021-22 budget for connection charge revenue is $35.6 million, which is 86 percent
higher than the 2020-21 Adopted Budget Plan. Connection charge collections were one of the
SNWA's largest sources of funds in the mid-2000s. However, during the subsequent recession, this
revenue fell sharply with the lack of construction activity in the SNWA’s service area. Since
reaching a low in fiscal year 2009-10, connection charge collections increased steadily through
2018-19 and are currently experiencing volatility as a result of the COVID-19 pandemic.



Southern Nevada Water Authority
Operating and Capital Budget
Operating and Capital Budget Plan
Fiscal Year Ending June 30, 2022

Connection Charge
(S in millions)

*2021-22
*2020-21
2019-20 $79.3
2018-19 $75.6
2017-18 $76.3
2016-17
2015-16 $63.8
2014-15 $66.0
2013-14
2012-13

2011-12

2010-11

* = Budgeted

Reliability Surcharge

The reliability surcharge went into effect in April 1998 and is based on the total water bill,
excluding the infrastructure charge, of the SNWA'’s purveyor members. The rate is 0.25 percent for
residential customers and 2.5 percent for non-residential customers. These revenues are collected
by purveyor members from retail billings and are remitted to the SNWA monthly. The fiscal year
2021-22 reliability surcharge is projected to increase $0.6 million, or 11 percent. Because this
surcharge is based on the total water bill charged to an end user by a purveyor, less the
infrastructure charge, the reliability surcharge is affected by purveyor water sales and rate
increases, as well as SNWA’s commodity charge and infrastructure charges.

Reliability Surcharge

($ in millions)

*2021-22 $6.0
*2020-21 S5.4
2019-20 $5.5
2018-19 $5.7
2017-18 $5.6
* = Budgeted
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Sales Tax

The Clark County Water and Wastewater Infrastructure Sales Tax (sales tax) went into effect on
April 1, 1999, and at that time, this increased the sales tax rate in Clark County from 7.0 percent to
7.25 percent. This is the only tax the SNWA receives.

The sales tax was originally scheduled to sunset on June 30, 2025, or when a cumulative amount of
$2.3 billion had been collected, whichever occurred first. However, legislation extending the sales
tax sunset provisions were enacted during the 2011 Legislative session, subject to approval from
the Clark County Board of Commissioners (Clark County Board). On September 3, 2019, the Clark
County Board adopted an ordinance determining that the cessation of the sales tax was not
advisable and that it would remain in place beyond the original statutorily prescribed sunset
provisions. Therefore, unless such ordinance is repealed by the Clark County Board, the sales tax
will remain in place indefinitely.

The sales tax is collected by the Nevada Department of Taxation (DOT) and remitted to the SNWA
monthly. Of the gross amount received from the DOT, approximately 3.2 percent is forwarded to
rural areas in the county and 4.0 percent is held in reserve by the SNWA to fund needed capital
improvements in the Las Vegas Wash. The Las Vegas Wash is the primary channel through which
excess water returns from the Las Vegas area to Lake Mead. The water flowing through the wash
comprises less than two percent of the water in Lake Mead and consists of urban runoff, shallow
groundwater, storm water and releases from the three water reclamation facilities within the Las
Vegas area.

By agreement with the wastewater agencies in the service area, the SNWA received 100 percent
of the remaining sales tax proceeds for the first two years. Since then, the remainder has been
split between water and wastewater based on the relative size of their capital improvement plans.
The fiscal year 2021-22 projection of sales tax revenue is $75.4 million, or 69 percent, higher than
the 2020-21 Adopted Budget Plan. This increase is due to a projected increase in taxable sales.

Sales Tax Collections
($ in millions)

*2021-22 $75.4
*2020-21 $44.7
2019-20 $65.5
2018-19 $68.0
2017-18 $63.6
* = Budgeted
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Investment Income

Investment income includes both interest from bank accounts and investment earnings. The
primary objectives of such investments are, in order of importance, safety of principal,
maintenance of liquidity, and return on investment (ROI). Investment income is projected to
increase $2.6 million over the 2020-21 Adopted Budget Plan. This increase is primarily due to
fluctuations in the reserve balances.

Other Sources

Other sources are projected to be $10.0 million, a decrease of $0.2 million compared to the 2020-
21 Adopted Budget Plan.

Debt Issuance Proceeds

The SNWA expects to expend all of the currently available bond funds in fiscal year 2020-21.
Therefore, the SNWA anticipates issuing bonds in fiscal year 2021-22 to fund capital expenditures
related to the Major Capital and Construction Plan, which is discussed in further detail later in this
section. The last new money debt issuance was in April 2016.

Uses

The fiscal year 2021-22 Budget Plan’s total uses of funds are projected to be $701.4 million, an 11
percent increase compared to the 2020-21 Adopted Budget Plan. The uses increase is mostly due
to higher capital expenditures.

Water Resource Investments

Southern Nevada obtains 90 percent of its water supply from the Colorado River. Since the year
2000, persistent drought conditions, the worst in the Colorado River Basin’s recorded history, have
affected supply and forced stakeholders and the community to change the way water is utilized in
Southern Nevada. Because of long-standing community conservation practices, Southern Nevada
finds itself in a position in which water demands would still be met, even under a shortage
declaration. Moreover, investments made in the regional water system will help the SNWA reliably
deliver water even during the most severe drought conditions. The 2021-22 Budget plan reflects
these investments, which are expected to be $14.6 million, a $6.7 million increase compared to
the 2020-21 Adopted Budget Plan.

Energy

Treating raw water from Lake Mead and delivering it to the Las Vegas area is energy intensive. The
cost of energy for fiscal year 2021-22 is projected to increase $3.4 million (nine percent) over the
fiscal year 2020-21 Adopted Budget Plan. This increase is primarily due to higher energy rates and
an increasing energy consumption forecast.
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Energy

($ in millions)

*2021-22 $41.6
*2020-21
2019-20
2018-19

2017-18

* = Budgeted

Payroll & Related

The SNWA does not have any employees. As described in the introduction section of this budget
document, the Las Vegas Valley Water District (LVVWD) is the operating agent for the SNWA. A
significant portion of the SNWA’s operating expenses, including payroll costs, are initially paid by
the LVVWD and then reimbursed by the SNWA. Payroll and related costs include wages, salaries
and benefits. For fiscal year 2021-22, payroll and related expenses are anticipated to be $96.0
million. This represents a decrease of $1.5 million, or one percent, compared to the 2020-21
Adopted Budget Plan.

Payroll & Related

($ in millions)

*2021-22 $96.0

*2020-21 $97.5
2019-20 $85.2
2018-19 $82.5
2017-18 $77.1

* = Budgeted

Full-time equivalent (FTE) is a unit of measurement which represents the workload of one full-time
employed person. The SNWA's FTE count is expected to increase by approximately four employees
over the fiscal year 2020-21 Adopted Budget Plan. Demands to secure and protect water
resources, ensure efficient use of existing resources, and provide a safe and reliable water supply
under current operational conditions has resulted in increased staffing requirements for the
SNWA. The following chart summarizes the number of equivalent FTE positions by Department
charging time to the SNWA.
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FTE Summary

Actual Budget Budget
Department 2019-20 2020-21 2021-22
Executive Management 4.5 7.7 7.2
Legal Services 4.7 5.5 5.5
Finance 14.5 14.7 16.2
Energy Management 5.1 5.0 5.0
Risk Management 2.8 4.0 3.0

Customer Care & Field

Services 2.4 2.6 2.6
Engineering 25.0 33.0 31.2
Infrastructure Management 56.1 69.9 74.1
Operations 57.1 64.3 64.3
Human Resources 2.5 4.7 4.5
Information Technology 40.9 51.6 51.6
Environmental, Health,

Safety & Corporate Security 255 45.0 44.9
Water Quality & Treatment 87.8 88.2 85.3
Water Resources 72.9 67.2 70.6
Public Services 35.3 40.0 41.5
Total 437.1 503.2 507.3

*Totals may be off slightly due to rounding

Operating Expenses

Operating expenses include all normal operating costs of the SNWA except water resource
investments, energy, payroll and related, capitalized expenditures, and debt service, which are
presented separately. Examples include, but are not limited to, materials and supplies,
maintenance and repairs, rental and leases, water treatment chemicals, research and studies, legal
fees, and professional services. Operating expenses are projected to remain essentially flat as
compared to the 2020-21 Adopted Budget Plan.

Capital Expenditures

Capital expenditures are projected to increase $51.4 million (41 percent), compared to the fiscal
year 2020-21 Adopted Budget Plan. The increase is largely due to the start of the Horizon Lateral
Project’s planning and preliminary design phases, which will be discussed in further detail later.

Capital expenditures are different from operating expenses in that they are generally related to
assets and those assets have useful lives extending beyond three years and surpass an internally
established dollar threshold. Typically, capital expenditures of the SNWA are related to
infrastructure assets but can be related to water rights. Examples include, but are not limited to,
construction of water treatment and distribution infrastructure, water resource acquisitions,
vehicles, and some computer equipment.
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Capital Expenditures
($ in millions)

*2021-22 $175.5
*2019-20 $124.2
2019-20 $81.4
2018-19 $167.9
2017-18 $182.8
* = Budgeted

The majority of the SNWA's capital expenditures are project related.

Capital Expenditures in
Fiscal Year 2021-22 Budget Plan

($ in millions)

M Equipment & Vehicles ® Projects

The capital projects are generally accounted for in the SNWA’s two approved capital improvement

plans (CIP):

e Major Construction and Capital Plan (MCCP) - The projects of this CIP are mainly for the water
treatment and delivery infrastructure or the acquisition and retention of water resources. It is

funded primarily with publicly issued municipal debt.

e Las Vegas Wash Capital Plan - The projects of this CIP are related to the improvement of the

Las Vegas Wash. It is funded primarily with sales tax proceeds.
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The following is a brief description of the most significant MCCP project:

e Horizon Lateral — The construction of the Horizon Lateral will offer redundancy to existing
customers and additional capacity for continued growth. 40% of in valley customers have no
redundancy. Additionally, the current infrastructure is slated to be nearly fully subscribed by
2034. The fiscal year 2021-22 Budget Plan includes $62.9 million to be spent on this project for
planning and preliminary design. The total project cost is estimated at $1.6 billion.

Capital Projects in
Fiscal Year 2021-22 Budget Plan
($ in millions)

$72.4

M Horizon Lateral
Other Projects

B Resource Acq & Dev

Periodically, the SNWA pays for capital costs on a pay-as-you-go basis, attempting to minimize
financing costs for these capital expenditures, while maintaining financial stability. Projecting long
term additional expenditures of future capital projects, including the ones described above, is
tenuous at best. Capital projects are typically instituted for two major reasons — 1) to ensure end
users have a reliable, consistent source of water and 2) to deliver that water in the most
economical manner possible.

The construction of major capital items fits into an overall goal of system reliability and efficiency.
Unlike other government agencies that can highlight a park, school, or street, for example, and
immediately determine possible maintenance and operating costs, the capital items for a water
utility affect the coordination of the entire water system. An increase in costs for one section of
the project may cause a reduction in another connected portion. The SNWA’s capital projects
utilize state of the art diagnostic equipment and testing procedures which significantly reduce the
risk of catastrophic failures and help to minimize routine operating costs. Additionally, the SNWA
utilizes internal cost controls to ensure funds are spent in the most conscientious manner.
However, even with comprehensive controls such as these, estimating long range costs, especially
in current financial conditions, can be a challenge.

3-12
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Debt Service

This reflects the debt service on all outstanding debt of the SNWA. For more detail on the SNWA's
outstanding debt, see the Debt Management Policy, which is section seven of this budget
document.

The Las Vegas area has experienced extraordinary population growth since the SNWA’s inception
in 1991. The vast majority of the SNWA’s outstanding debt was necessary to fund infrastructure
projects to support such extraordinary population growth. During the recession of the late 2000’s,
population growth slowed and the SNWA took actions to provide cash flow relief. For example, the
SNWA postponed various capital projects and took advantage of historically low borrowing costs
to refinance debt.

Debt service payments are anticipated to increase $9.0 million compared to the 2020-21 Adopted
Budget Plan. The increase is due to increased debt service payments as a result of the projected
issuance of approximately $349 million of new debt.

As the following chart illustrates, the existing debt service is projected to be relatively stable for
approximately the next four years, then decline over subsequent vyears.

Debt Service

($ in millions)
$350 -

$300 -
$250 -
$200 -
$150 -
$100 -

$50 -
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Summary of Sources and Uses of Funds and Changes in Net Assets

An enterprise fund’s year-end balance differs dramatically from other government agencies’ fund
balances. The enterprise net asset balance closely approximates a private corporation’s retained
earnings section. As such, net assets are affected by operating items as presented in this
document as well as other financial resources and expenditures. The SNWA accounts for its Net
Assets in accordance with GASB Statement 33. The following table summarizes the estimated
sources and uses of funds and changes in net assets for the fiscal year 2021-22 Budget Plan.

Estimated Net Assets Detail
Fiscal Year 2021-22 Budget

Invested in
Capital Assets
Net of Total Net
Related Debt Restricted Unrestricted Assets
Estimated Net Position on June 30,2021 $1,189,532,743 S 50,078,487 S 941,891,326 $2,181,502,556
From Revenues, Expenses,
and Net Income Schedule
(RENI), Page 4-5
Operating Revenue - - 160,269,354 160,269,354
Capital Contributions - 75,410,833 290,457,586 365,868,419
Interest Earned - - 9,799,849 9,799,849
Payroll and Related - - (96,038,037) (96,038,037)
Energy - - (41,582,555) (41,582,555)
Operating Expenses - - (90,098,140) (90,098,140)
Depreciation Expense (110,000,000) - - (110,000,000)
Interest Expense (Debt Service) 153,570,976 - (298,143,520) (144,572,544)
Subtotal from REN| 43,570,976 75,410,833 (65,335,463) 53,646,346
Items not on RENI
Capitalized Expenditures 175,537,731 (175,537,731) -
Debt Issuance Proceeds - 348,808,349 - 348,808,349
Subtotal Items not on RENI 175,537,731 173,270,619 - 348,808,349
Estimated Net Position on June 30, 2022 $1,408,641,449 S 298,759,939 S 876,555,863 $2,583,957,251
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Sub Funds

According to Generally Accepted Accounting Principles (GAAP), governmental entities use fund-
based accounting. As a governmental entity, the SNWA accounts for its financial activities in a
single enterprise fund. However, the SNWA utilizes sub funds for internal tracking purposes.

The SNWA maintains six sub funds. Since both the Las Vegas Wash Capital sub fund and Las Vegas
Wash Operating sub fund are small in terms of activity and dollars, they are typically combined
into one sub fund for budgeting purposes. Therefore, the SNWA budget presents only five sub
funds. Three are classified as capital sub funds while two are operating sub funds. The following
table presents the five sub funds, which are described after the table.

Budget Summary by Sub Fund
Fiscal Year 2021-22

Operating Sub Funds Capital Sub Funds

Wholesale  Groundwater New Major Capital
Delivery Management Expansion & Construction Las Vegas
Operations Plan Debt Service Plan Wash Total

Sources

Wholesale Delivery Charge $150,291,355 $ - S - S - S - $ 150,291,355

Infrastructure Charge - - 175,223,605 - - 175,223,605

Commodity Charge - - 73,550,659 - - 73,550,659

Connection Charge - - 35,636,854 - - 35,636,854

Reliability Surcharge - - 6,046,468 - - 6,046,468

Sales Tax - - 70,509,129 - 4,901,704 75,410,833

Investment Income 195,997 - 4,703,928 4,870,525 29,400 9,799,849

Other Sources 999,345 894,208 4,908,640 72,000 3,103,806 9,977,999
Subtotal 151,486,697 894,208 370,579,282 4,942,525 8,034,910 535,937,622

Debt Issuance Proceeds - - - 348,808,349 - 348,808,349
Total Sources 151,486,697 894,208 370,579,282 353,750,874 8,034,910 884,745,971
Uses

Water Resource Investments - - 14,594,000 - - 14,594,000

Energy 41,582,555 - - - - 41,582,555

Payroll & Related 68,633,556 64,226 22,373,738 4,154,727 811,790 96,038,037

Operating Expenses 58,676,271 865,600 15,462,419 - 499,850 75,504,140

Capital Expenditures - - 1,461,250 168,069,541 6,006,939 175,537,731

Debt Service - - 298,143,520 - - 298,143,520
Total Uses 168,892,382 929,826 352,034,927 172,224,269 7,318,579 701,399,982
Total Net Surplus/(Deficit)1 $(17,405,684) S (35,618) S 18,544,356 $ 181,526,606 S 716,330 S 183,345,989

: Any amount of Net Surplus is used to fund reserves while Net Deficit amounts are funded through the use of reserve balances.
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Operating Sub Funds

Wholesale Delivery Operations sub fund. This sub fund accounts for the sources and uses of funds
related to the SNWA’s primary operations, which is the treatment and delivery of potable water to
its members. Other activities include the research and study of water quality issues in support of
the overall water industry.

Groundwater Management Program sub fund. This sub fund accounts for the sources and uses of
funds related to the SNWA’s groundwater management program. In 1997, the Nevada Legislature
directed the SNWA to develop a Groundwater Management Program to protect and manage the
Las Vegas area’s primary groundwater supply. The program protects the local groundwater basin
from over-drafting and potential sources of contamination.

Capital Sub Funds

New Expansion Debt Service sub fund. The primary purpose of this sub fund is to account for the
majority of the SNWA's debt service and funds received to support those debt service payments.
Other expenses include non-turf rebate conservation costs, northern resources costs, non-
engineering capitalized labor in support of the MCCP, and some pay-as-you-go -capital
expenditures.

Major Construction and Capital Plan sub fund. This sub fund accounts for proceeds of debt issued
to support the MCCP and capital expenditures related to the MCCP.

Las Vegas Wash sub fund. This sub fund is two small sub funds combined into one for budget
presentation purposes. They are the Las Vegas Wash Capital sub fund and the Las Vegas Wash
Operating sub fund. The major function of this sub fund is to pay for costs of the Las Vegas Wash.
This sub fund tracks capital and operational revenues and expenses pertaining to the Las Vegas
Wash.



SECTION 4

STATE OF NEVADA
BUDGET DOCUMENTS

State of Nevada, Department of Taxation, Budget Submittal..........ccccuveeereernnns 4-1
BUdget DOCUMENT INAEX ..uuuuuiuiriiiiiiiiiiiiiiiiieiuriiarurernrarasnerrnrararnrrsrrasrrararaearanasanssnnn 4-2
Schedule S-2: Statistical Data.......ccueeeeeciieeeccieee e e 4-3
Schedule A-2: Proprietary FUNGS ..........eeviieiiiiiiireeeeec e eeiirrreee e e e eenans 4-4
Schedule F-1: Enterprise Fund - Revenues, Expenses and Net Position ............. 4-5
Schedule F-2: Enterprise Fund - Statement of Cash FIOWS..........ccceeevvvvveeereeinnnns 4-6
Schedule C-1: INdebtedNESS. ....cccccviiiieeiiee et e e e ere e 4-7
Schedule 31: Schedule of EXisting CONtracts......ccccccveeevieiinveeeeeeeeeieiiiereeeeeeeeenans 4-8
Schedule 32: Schedule of Privatization Contracts........ccccceecvieeeiiiiieeccciieeees 4-12
Affidavit of PUBICAtioN .........uviiiieeeee e 4-13
Letter Of COMPIIANCE....cii i 4-14

% SOUTHERN NEVADA WATER AUTHORITY™

FISCAL YEAR 2021-22
OPERATING AND CAPITAL BUDGET






SOUTHERN NEVADA
WATER AUTHORITY™

Nevada Department of Taxation
1550 College Parkway, Suite 115
Carson City, NV 89706-7937

Southern Nevada Water Authority herewith submits the (TENTATIVE) ---udget for the

fiscal year ending June 30, 2022

This budget contains 0 funds, including Debt Service, requiring property tax revenues totaling $ 0

The property tax rates computed herein are based on preliminary data. If the final state computed revenue limitation permits,

the tax rate will be increased by an amount not to exceed 0 If the final computation requires, the tax rate will be

lowered.

This budget contains 0 governmental fund types with estimated expenditures of $ 0 and
1 proprietary funds with estimated expenses of $ 486,479,987

Copies of this budget have been filed for public record and inspection in the offices enumerated in NRS 354.596 (Local
Government Budget and Finance Act).
CERTIFICATION

| E. Kevin Bethel
(Print Name)

Chief Financial Officer Dan Stewart, Vice Chair
(Title) ’VL
certify that all applicable funds and financial Claudia Bridges /% /
operations of this Local Government are

listed herein Cedric Crear

/ 7
James—am—né%{/—g @ e+

Justin Jones

Signed: -

Dated: S/o0/> John Lee

SCHEDULED PUBLIC HEARING:
(Must be held from May 17, 2021 to May 31, 2021 this year,

Date and Time: Thursday May 20, 2021 9:00 AM Publication Date: May 7, 2021

Place: Molasky Corporate Center, 100 City Parkway, Suite 700, Las Vegas, NV

FORM 4404LGF Page: __1___
Schedule 1
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FULL TIME EQUIVALENT EMPLOYEES BY FUNCTION

ACTUAL
PRIOR YEAR
ENDING 06/30/20

ESTIMATED
CURRENT YEAR
ENDING 06/30/21

BUDGET YEAR
ENDING 06/30/22

General Government

Judicial

Public Safety

Public Works

Sanitation

Health

Welfare

Culture and Recreation

Community Support

TOTAL GENERAL GOVERNMENT

Utilities

4371

503.2 507.3

Hospitals

Transit Systems

Airports

Other

TOTAL

437.1

503.2 507.3

POPULATION (AS OF JULY 1)

2,320,107

2,370,221 | 2,415,018

SOURCE OF POPULATION ESTIMATE*

NV Dept. of Taxation
(https://tax.nv.gov/)
Publications, Population
Statistics & Reports

Population Statistics & Reports Figure
Increased by Demographer's annual % increase
projection for Clark County

Assessed Valuation (Secured and Unsecured Only)

Net Proceeds of Mines

TOTAL ASSESSED VALUE

TAX RATE
General Fund

Special Revenue Funds

Capital Projects Funds

Debt Service Funds

Enterprise Fund

Other

TOTAL TAX RATE

* Use the population certified by the state in March each year. Small districts may use a number
developed per the instructions (page 6) or the best information available.

Southern Nevada Water Authority

FORM 4404LGF

(Local Government)

SCHEDULE S-2 - STATISTICAL DATA

Page: _ 3
Schedule S-2



Budget For Fiscal Year Ending June 30, 2022

SCHEDULE A-2 PROPRIETARY AND NONEXPENDABLE TRUST FUNDS

Budget Summary for Southern Nevada Water Authority

(Local Government)

OPERATING OPERATING |NONOPERATING| NONOPERATING OPERATING TRANSFERS
REVENUES EXPENSES REVENUES EXPENSES NET INCOME
FUND NAME * (1) (2) * (3) (4) IN (5) OuUT(6) (7)
Southern Nevada Water Authority E|$ 160,269,354 |$ 341,907,443 |$ 375,668,268 | $ 144,572,544 - $ - $ 49,457,635
TOTAL $ 160,269,354 | $§ 341,907,443 | $§ 375,668,268 | $ 144,572,544 - $ - $ 49,457,635
*FUND TYPES: E - Enterprise
| - Internal Service
N - Nonexpendable Trust Page: _ 4
SCHEDULE A-2

** Include Depreciation

FORM 4404LGF



1M

(2)

(3)

“4)

BUDGET YEAR ENDING 06/30/22

ESTIMATED
ACTUAL PRIOR CURRENT
PROPRIETARY FUND YEAR ENDING YEAR ENDING TENTATIVE FINAL
6/30/2020 6/30/2021 APPROVED APPROVED
OPERATING REVENUE
Wholesale Delivery Charge $ 145,992 532 | $ 142,032,734 | $ 150,291,355 | $ 150,291,355
Other Revenues 7,506,987 8,157,968 9,977,999 9,977,999
Total Operating Revenue 153,499,519 150,190,701 160,269,354 160,269,354
OPERATING EXPENSE
Energy 37,809,348 38,222,458 41,582,555 41,582,555
Payroll and Related 82,400,694 97,499,379 96,038,037 96,038,037
Operating Expenses 58,690,833 83,738,972 90,098,140 90,098,140
Depreciation/Amortization 103,807,919 140,000,000 114,188,711 114,188,711
Total Operating Expense 282,708,794 359,460,809 341,907,443 341,907,443
Operating Income or (Loss) (129,209,276) (209,270,107) (181,638,089) (181,638,089)
NONOPERATING REVENUES
Investment Income 31,356,661 7,154,023 9,799,849 9,799,849
Capital Contributions 405,956,087 304,931,368 365,868,419 365,868,419
Amortization of Bond Premiums & Discounts 73,806,092 - - -
Other 122,823 - - -
Total Nonoperating Revenues 511,241,663 312,085,391 375,668,268 375,668,268
NONOPERATING EXPENSES
Interest Expense 137,079,613 140,145,125 144 572,544 144 572,544
Amortization of Refunding Costs 6,845,470 - - -
Bond Issue & Commercial Paper Costs 2,321,097 - - -
Total Nonoperating Expenses 146,246,180 140,145,125 144 572,544 144 572,544
Special Iltem (327,103,336)
Net Income before Operating Transfers (91,317,129) (37,329,842) 49,457,635 49,457,635
Transfers (Schedule T)
In
Out
Net Operating Transfers
CHANGE IN NET POSITION $ (91,317,129)| $ (37,329,842)| $ 49,457,635 | $ 49,457,635
Southern Nevada Water Authority
(Local Government)
SCHEDULE F-1 REVENUES, EXPENSES AND NET POSITION
ENTERPRISE
Page: 5
FORM 4404LGF Schedule F-1




Q) ()

)

4)

BUDGET YEAR ENDING 06/30/22

ESTIMATED
ACTUAL PRIOR CURRENT
PROPRIETARY FUND YEAR ENDING YEAR ENDING TENTATIVE FINAL
6/30/2020 6/30/2021 APPROVED APPROVED
A. CASH FLOWS FROM OPERATING
ACTIVITIES:
Cash Received from Customers $ 154,487,380 | $ 150,190,701 [ $ 160,269,354 160,269,354
Cash Payments to Suppliers of Goods and Services (141,542,788) (219,460,809) (227,718,732) (227,718,732)
Other Cash Payments - (5,000,000) (5,000,000) (5,000,000)
a. Net cash provided by (or used for)
operating activities 12,944,592 (74,270,107) (72,449,378) (72,449,378)
B. CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
b. Net cash provided by (or used for)
noncapital financing
activities - - - -
C. CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Purchase or Construction of Capital Assets (101,173,393) (124,177,051) (175,537,731)