Water Resources Infrastructure Survey (2003)


Executive Summary

In 2003 Build Up Greater Cleveland (BUGC) elected to obtain improved insight into the amount of local (city/village/township) funds being planned to be spent annually to maintain and enhance all existing local water resources infrastructure systems (sewer and water) in Cuyahoga County.  This information is important to BUGC to facilitate federal and state advocacy initiatives focused on generating additional infrastructure funds for local governments.  BUGC was primarily interested in obtaining information on planned water resources infrastructure capital investments for the next five years (2003-2007).  In addition, BUGC desired base-line data needed to establish the extent of the water resources inventory in Cuyahoga County.

With the support and encouragement of the Cuyahoga County Mayors and Managers Association, BUGC developed and sent a “Water Resources Infrastructure Survey” to all the mayors and/or city managers in Cuyahoga County with a courtesy copy to each municipality’s engineer.

The response to the request for information was outstanding.   Almost all the cities responded.   The final results represent 
99.5% of the year 2000 census population of the municipalities in Cuyahoga County. 

Planned Water Resources Infrastructure 

Expenditures (2003-2007)
For the five-year period 2003 through 2007, the municipalities in Cuyahoga County plan to spend more than 
$988 million, or approximately 
$200 
million a year, on water resources infrastructure systems (replacement, rehabilitation, major repair and new projects.)

Although BUGC envisioned that the planned investment information provided by municipalities would reflect a recognition of the actual funding needed to adequately maintain, preserve and upgrade the water resources infrastructure in each community, it soon became clear that the information provided, in most instances, reflected an estimate of the amount of funding that was envisioned to be available over the next five year.  Hence, there are undoubtedly more unmet needs to discover, either by a systematic investigation or by unanticipated failures of parts of the water resources infrastructure systems.  Furthermore, BUGC believes that these planned funding investments do not adequately reflect future “needs” associated with recently promulgated federal Phase 2 storm water management mandates.

Local Funding Sources

The City of Cleveland funds all water resources projects with local user fees.   Excluding the City of Cleveland, suburban municipalities plan to spend approximately 
$353 million over the five-year period, of which 
84% will be local funds or 
$300 million.  This is approximately 
$60 million per year. Most of the non-local funding sources are envisioned to be derived from grant applications for Ohio Issue 2 funds.  

Average annual suburban municipal water resources infrastructure investments of 
$71 million are distributed as follows:


Replacement:

$31 million


Rehabilitation: 

$20 million


Major Repair:

$6 million


New Project: 

$14 million
Infrastructure Inventory and Asset Valuation 

Underneath the surface of Cuyahoga County, municipalities have constructed more than 
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Funding Shortfall Analysis

Based on an analysis conducted by BUGC, the following annual funding shortfalls were estimated for adequately maintaining existing municipal water resources systems in Cuyahoga County:


Suburban Sewer Systems:


 
$12 million

Cleveland Sewer Systems:


$27 million

County (City & Suburban) Water Distribution Systems
     
$10 million
It must be emphasized that these shortfall estimates do not include any additional investments that may be required in the future to meet recently promulgated federal Phase 2 storm water management mandates.

Hence, BUGC estimates that municipalities in Cuyahoga County should be investing at least $50 million more annually (about 25% more) to properly maintain and preserve existing municipal water resources infrastructure.

GASB 34 Status

Only nineteen (
19) of the suburban municipalities have completed the accounting recommendations of Statement 34 of the Government Accounting Standards Board (GASB) process and were able to provide “book” valuations.  Most of the rest of the respondents report that they are in the process of implementing a GASB 34 inventory valuation.  
Conclusions

The continued heavy reliance on user fees to adequately preserve existing municipal water resources systems and to meet known and emerging federal water quality mandates is not sustainable.  New funding partnerships with applicable federal and state agencies are needed to meet desired regional water quality goals.  Existing low interest federal and state loan programs are helpful, but this funding source still relies on user fees to pay back the loans.  What is needed is a return to the federal water-related grant program that existed in the 1980’s to help municipalities meet current unfunded mandates to improve water quality at the local level.  Everyone wants improved water quality and safe drinking water. However, this is an unrealistic goal if it is to be achieved by constantly raising user fees.

Introduction

In 2003 Build Up Greater Cleveland (BUGC) elected to obtain insights into five issues dealing with existing and planned local municipal water resources infrastructure systems (sewer and water) in Cuyahoga County:   

· Quantify the anticipated current levels of infrastructure investment planned by Cuyahoga County municipalities for the five-year period 2003-2007 related to the replacement, rehabilitation, major repairs, and/or additions of water and sewer systems.  

· Identify the anticipated annual amount of this investment that is projected to be municipal funds, (i.e., supported with local user fees), to maintain and enhance these water resources infrastructure assets.

· Inventory the amount (in lineal feet) of municipal water resources infrastructure systems in Cuyahoga County and their estimated replacement value. 

· Using a “valuation” process, determine what an optimum annual investment in water resources infrastructure in Cuyahoga County should be!  

· Identify the current status of municipalities complying with the Government Accounting Standards Board (GASB) 34 process.  

These data were not readily retrievable from current databases. The Ohio Public Works Commission (OPWC) collects similar information annually, for the Issue 2 Program, but without an indication of how much of the planned infrastructure spending will come from investments of local funds.  Furthermore, OPWC only has data for the year in which municipalities request OPWC funding.  

Information about the amount of local funds invested in water resources infrastructure systems is important to BUGC to facilitate federal and state advocacy initiatives focused on generating additional infrastructure funds for local governments.   

BUGC contacted the Cuyahoga County Mayors and Managers Association to discuss how best to obtain the insights described above for municipal water resources infrastructure systems.   Association members supported and encouraged the idea of a countywide survey.  

BUGC developed the “Water Resources Infrastructure Survey” that is included as Appendix A.  The survey requested that each municipality provide a funding breakdown of planned expenditures over the next five-year period (2003-2007), on a project-by-project basis.  The survey also requested the municipality’s baseline information of the amount of lineal feet (LF) of each type of water resources infrastructure system together with an estimate of the current replacement value of each infrastructure system.  The financial “book” value of each infrastructure system was requested from those municipalities electing to comply with the GASB Statement 34 (GASB 34), adopted in June 1999.

The survey was mailed to all Cuyahoga County municipalities in May 2003 with a requested response during June 2003.  To help expedite the response, BUGC sent a courtesy copy of the survey to each municipal engineer.    In most instances, a municipality’s finance department, service/engineering department and engineering consultants had to work together to complete the survey.   With repeated follow-up telephone calls, almost all the requested survey data were received in November 2003.  

Much of the information requested by the survey was not readily available to the municipalities and required work to collate and report accurately.  Some municipalities had no internal information and referred BUGC directly to their consultant engineer for answers.  Often, the only information available was the five-year plans sent to OPWC (as part of an Issue 2 application) that required pre-editing and estimating before using in this report.  Furthermore, many surveys received by BUGC needed to be reviewed and re-confirmed with the person filling out the form to verify the accuracy of the information.

BUGC issued one written follow-up letter to the municipalities that had not yet responded and whose mayor had not yet decided to authorize the city’s consulting engineer to spend the time to prepare the survey data.  The letter acknowledged that some municipalities might not have had the financial resources to complete the report.  

Originally, BUGC did not anticipate getting a large segment of the municipalities to respond to the survey.  To our pleasant surprise, all of the municipalities wanted to be included in this survey, as long as BUGC could be patient in the time allowed to complete the survey.  It was decided to be patient and allow all the time needed to fill out the form correctly. Only one municipality is not represented in this survey. 

With the pending implementation by municipalities of the financial accounting requirements outlined in GASB 34, the results of this survey could also serve as the summary baseline for future financial comparisons of Cuyahoga County's water resources infrastructure assets.

GASB 34 provides the following relevant definitions:

· Infrastructure assets are long-lived capital assets that normally are stationary in nature and normally can be preserved for a significantly greater number of years than most capital assets.  Examples of infrastructure assets include roads, bridges, tunnels, drainage systems, water and sewer systems, dams, and lighting systems.

· Maintenance costs allow an asset to continue to be used during its originally established useful life.   Maintenance costs are expensed in the period incurred, regardless of the method of accounting for the asset.
 

· Preservation costs extend the useful life of an asset beyond its previously established useful life.  Preservation costs generally are considered to be those outlays that extend the useful life of an asset beyond its original estimated useful life, but do not increase the capacity or efficiency of the asset.  Preservation costs are capitalized and depreciated if the asset is accounted for using traditional depreciation, but are expensed in the period incurred if the asset is accounted for using the modified approach.

· Additions and improvements to existing infrastructure assets are capitalized regardless of the method of accounting for the asset.
Conforming to the GASB 34 definitions, respondents were requested to differentiate among the various reasons for implementing their planned projects: replacement, rehabilitation, major repair, new project or an “asset management system” support project, as defined by the responding municipality.  GASB 34 encourages municipalities to consider their built infrastructure as major municipality assets and to take steps to manage those assets using modern computer-based systems.  BUGC also wished to determine which municipalities, if any, were planning to implement such systems.  

The remainder of this report is separated into six sections:

· Planned Water Resources Infrastructure Expenditures (2003-2007);

· Local Funding Sources; 

· Infrastructure Inventory and Asset Valuation;

· Funding Shortfall Analysis;

· GASB 34 Status; and

· Conclusions

Planned Water Resources Infrastructure Expenditures (2003-2007)

Respondents were asked to provide information on all major water resources infrastructure assets:  storm water sewer systems, sanitary sewer systems (including pump stations), combined sewer systems (if applicable), water distribution systems, and open channels (creeks or ditches).  Preliminary information about the infrastructure assets of engineered ditches and modified creeks has hitherto not been tabulated. (See Table 2.)  BUGC was uncertain what data were available to describe the water resources assets.

For the five-year period 2003 through 2007, the municipalities in Cuyahoga County plan to spend more than 
$988 million, or approximately 
$200 million a year, on water resources infrastructure.  As shown in detail on Table B-1 in Appendix B, during the next five years Cuyahoga County’s major municipal water resources systems will be enhanced with the following investment amounts:


Infrastructure
Cleveland
Suburbs
TOTAL


Storm Water Sewer

$2.6 million

$118.2 million

$120.8 million


Sanitary Sewer

$6.9 million

$143.4 million

$150.3 million


Water Distribution

$602.3 million

$87.7 million

$690.0 million


Combined Sewer

$15.2 million

$3.7 million

$18.8 million


Other Support Projects

$7.7 million


$7.7 million


     Totals   

$634.6 million

$352.9 million

$987.6 million
Excluding the City of Cleveland, suburban municipalities plan to spend almost 
$353 million of which 
84% will be local funds or 
$300 million.  This is 
$60 million per year.  

Of the total amount, local taxpayers are projected to pay 
$930 million (
94%) through their local taxes and user fees, which equates to approximately 
$186 million annually.  County, state and federal funds are projected to make up the balance.   

During the next five years, in conformance with the GASB 34 definitions, and as shown on Table B-2 in Appendix B, the total municipal water resources infrastructure investment of 
$988 million will be distributed as follows:


Replacement:


$207 million


Rehabilitation: 


$185 million


Major Repair: 


$410 million


New Projects: 

 
$69 million

Asset Management Projects:


$117 million
More detailed breakdowns of this information are shown in Table 1.    The survey category of an “Asset Management Project” was included to track whether municipalities are planning to invest in computer hardware and software systems to track their inventory of infrastructure assets.  BUGC found that only the City of Cleveland has plans to use computer technology to identify, inventory and evaluate their water resources infrastructure systems.   Four municipalities
 have included projects for “Engineering Management” of the federal Phase 2 storm water management program.

Although BUGC envisioned that the planned investment information provided by municipalities would reflect a recognition of the actual funding needed to adequately maintain, preserve and upgrade the water resources infrastructure in each community, it soon became clear that the information provided, in most instances, reflected an estimate of the amount of funding that was envisioned to be available over the next five year.  Hence, there are undoubtedly more unmet needs to discover, either by a systematic investigation or by unanticipated failures of parts of the water resources infrastructure systems.  Furthermore, BUGC believes that these planned funding investments do not adequately reflect future “needs” associated with recently promulgated federal Phase 2 storm water management mandates.
The City of Cleveland has elected not to apply for external funding for its water resources infrastructure projects and, therefore, depends exclusively on local user fees to finance its projects.

Most of the suburban municipal respondents provided the source breakdown of their future water resources infrastructure investments.  Some municipalities indicated construction costs only in their listing; hence, engineering and administration costs may not have been included.  Usually both of these expenditures are paid for with local funds.  Therefore, the five-year amounts listed should be considered as conservative.

Municipal decisions related to some projects planned for later in the five-year period have not yet been made, relative to applying for federal, state or county support.  In such cases, municipalities often show 100 percent as the local contribution.  This implies that the local suburban calculated contribution of 
84% may be slightly overestimated.  (See Table 2.)

Six municipalities
 did not report any projects related to their water distribution infrastructure.  This fact helped BUGC to understand and highlight the four methods by which drinking water is supplied to the residents of Cuyahoga County:

· The City of Berea is a “stand-alone” municipality with respect to water distribution projects.  Berea has chosen to be responsible for all aspects of providing the operating, capital and maintenance funding for its water distribution projects.  

· The six municipalities previously identified have a contractual arrangement with the City of Cleveland’s Water Department for the Department to provide all required water distribution services to these municipalities.  BUGC calls these “integrated” municipalities.

· Forty-four (44) municipalities in Cuyahoga County are “direct service” municipalities whereby the Water Department and the municipalities “share” in the on-going maintenance and rehabilitation of their existing water distribution infrastructure assets.  Essentially, the Water Department is responsible, by contract, for the main “trunk” lines, greater than 16” in diameter, and the municipality itself is responsible for all other water distribution infrastructure assets.  

· Five municipalities
 are “master meter” municipalities, which buy bulk wholesale water from the Water Department, and resell the water to their residents.  Master meter municipalities are responsible for the maintenance and rehabilitation of all their water distribution infrastructure assets.  

This 2003 Survey did not request information regarding possible projects dealing with open channel storm water flow.  BUGC assumed that any such “ditch projects” would be maintenance projects handled as part of the daily operations of a municipality’s service department.  Any short length culverts to handle storm water are assumed to be part of a street or road project and, therefore, not identified as separate projects.

Insert TABLE 1

Local Funding Sources

In response to follow-up telephone calls, municipalities reported many different sources of local funding for their water resources infrastructure systems.

Many municipalities submit funding requests to other governmental entities to complement local expenditures.  These requests are public documents and hence the information is readily available to researchers.  However, the BUGC Water Resources Infrastructure Survey focused on local funding contributions for capital project expenditures.  As shown in Table 1, local funds are planned to finance 
84% of all the suburban water resources projects.

To confirm the accuracy of the non-local funding sources, respondents were telephoned with a follow-up question to determine the source of the non-local funding.  Some respondents had incorrectly identified state loans as non-local.  The loans, of course, had to be paid back out of local sources.  These data were corrected.  

The most highly used non-local funds source was Ohio Issue 2 grants funds.  Issue 2 funding applications are very competitive because of the limited amount of money available.  

In the historic distribution of Issue 2 funds within Cuyahoga County, approximately 40% of the available funds were directed toward water resources infrastructure projects (the remaining 60% has been allocated to transportation projects).  This 40% appears to be a realistic future expectation.  The Cuyahoga County Planning Department reports that, since its inception, fifteen years ago in 1988, Issue 2 funds have been disbursed as follows:


  30
Storm Water projects
 $36 million



133 
Sanitary Sewer projects
$122 million



  98
Water Distribution projects
$123 million





$281 million


The current plans for the suburban municipalities assume that approximately 
$27 million will be available from Issue 2 grants over a five-year period.  Issue 2 funds made available every year to Cuyahoga County amount to approximately $12.7 million. Thus, in five years Cuyahoga County can be expected to disburse $63.5 million. Forty percent amounts to $25.5 million, which is close to the 
$27 
million expected requests by municipalities.  However, many municipalities have no current plans to submit an Issue 2 grant application.  


The Revolving Loan Program (RLP) of the Issue 2 program also offers approximately $2 million annually in loans to municipality projects in Cuyahoga County.  The repayment of these loans represents a local contribution and therefore not added to the total above.

With the recent increase in the Ohio fuel tax, additional funds are expected to be available for municipal road and bridge projects, which may potentially “free” more Issue 2 funds than the historical 40% share to water resources projects. 

To leverage available Cuyahoga County infrastructure funds, many municipalities use the expedient of requesting a grant for road repairs from the County Engineer and then they “piggy-back” the needed upgrade to the applicable underground water resources infrastructure as part of the road grant application.  This option requires very close planning and collaboration between two sometimes mutually exclusive infrastructure objectives.  It is not always possible to combine the two types of projects.  There are no other sources of funds from Cuyahoga County for water resources infrastructure projects. 

Therefore, to totally fund these important water resources infrastructure projects, the municipalities must somehow access other sources of funds.  In Cuyahoga County, water resources infrastructure projects are primarily financed by limited sources of local funds.  User fees based on water consumption are the only source of local funding common to all municipalities.  The most common sources of local funds are:

Storm Water Systems:

· General fund

Sanitary Sewer Systems:

· User fees based on constant fees per quarter or on water consumption

· Special or annual assessments

Water Systems:

· User fees based on consumption

As reported previously
, there are very few septic systems left in Cuyahoga County.  As of 2000, less than 2.5 percent of residences or industrial facilities still utilizing septic systems:


Brecksville

10% residential; 1% industrial


Highland Heights
  7% residential


North Royalton
10% residential; 5% industrial


Olmsted Falls
40% residential


Parma

  5% residential


Pepper Pike

60% residential


Richmond Heights
20% residential; 10% industrial


Solon


  8% residential: 0.3% industrial

Plans are in progress within many of these municipalities, and non-reporting villages, to reduce the use of septic systems.  For example, Solon spent $11 million over a three-year period (2001-2003) to reduce its use of septic systems to less than one percent.  And Seven Hills plans to have 90% of funding provided through an Issue 2 grant to construct a $1.6 million sewer “subtrunk” to provide future sanitary services to current septic tank owners. The cost of new sanitary sewers for these municipalities could be a significant future investment, and in most instances, funding sources have not yet been identified.   

Infrastructure Inventory and Asset Valuation

Inventory

The BUGC survey requested additional information regarding the buried physical inventory for each municipality.    Table 2 shows the data obtained for each water resources infrastructure system.  In addition, the financial valuation known as “the estimated replacement value” was requested.

Four
 responding municipalities were unable to inventory their water resources infrastructure systems.  However, using the responses from other municipalities, average lineal feet (LF) per capita estimates could be developed, thus allowing for extending the submitted data to include the non-inventoried municipalities.   The following lineal foot estimates were used:



Storm Water Sewer

19.0 LF per capita



Sanitary Sewer


18.0 LF per capita



Water Distribution


25.0 LF per capita

These estimated values are included in the summary data in this report.   BUGC believes that these estimates will not introduce significant errors.

Underneath the surface of Cuyahoga County, municipalities have constructed more than 
72

 LINK Excel.Sheet.8 "\\\\downtown\\transport\\BUILD UP GREATER CLEVELAND\\Infrastructure survey (2000 & 2003)\\Water Resource Survey 2003\\Data Entry-2003\\BUGC Water Resource Survey Data (2003).xls" "Data!R75C6" \a \t  \* MERGEFORMAT  million feet of water resources infrastructure.  The replacement value of these capital assets, almost 
14,000

 LINK Excel.Sheet.8 "\\\\downtown\\transport\\BUILD UP GREATER CLEVELAND\\Infrastructure survey (2000 & 2003)\\Water Resource Survey 2003\\Data Entry-2003\\BUGC Water Resource Survey Data (2003).xls" "Totals 2!R25C22" \a \t  \* MERGEFORMAT 

 LINK Excel.Sheet.8 "\\\\downtown\\transport\\BUILD UP GREATER CLEVELAND\\Infrastructure survey (2000 & 2003)\\Water Resource Survey 2003\\Data Entry-2003\\BUGC Water Resource Survey Data (2003).xls" "Totals 2!R27C22" \a \t  \* MERGEFORMAT  miles, is estimated at 
$8.7

 LINK Excel.Sheet.8 "\\\\downtown\\transport\\BUILD UP GREATER CLEVELAND\\Infrastructure survey (2000 & 2003)\\Water Resource Survey 2003\\Data Entry-2003\\BUGC Water Resource Survey Data (2003).xls" "Totals 2!R27C20" \a \t  \* MERGEFORMAT 

 LINK Excel.Sheet.8 "\\\\downtown\\transport\\BUILD UP GREATER CLEVELAND\\Infrastructure survey (2000 & 2003)\\Water Resource Survey 2003\\Data Entry-2003\\BUGC Water Resource Survey Data (2003).xls" "Totals 2!R29C20" \a \t  \* MERGEFORMAT  billion.  

Table 2 also shows the replacement valuation of the plant and facilities that support almost all of the residents of the Cuyahoga County through the City of Cleveland’s Water Department.

.

Only eighteen (
18) municipalities reported open channels or drainage ditches in their municipalities.  The rest of the municipalities had no data to report on this water resources infrastructure system.  Either the municipality lacked the information or else the municipality no longer had any open channel ditches or creeks used for storm water flow.  BUGC did not ask a question to verify which.

Replacement Cost Valuation

BUGC used the average unit costs of estimated replacement value provided by responding municipalities for the municipalities that were unable to estimate their own replacement value, but did provide an inventory lineal footage for their water resources infrastructure system. The following valuation estimates were used:



Storm Water Sewer

$110.00 per lineal foot



Sanitary Sewer


$105.00 per lineal foot



Water Distribution


$90.00 per lineal foot

These estimated values are included in the summary data in this report.    BUGC believes that these estimates will not introduce significant errors.

Table 3 summarizes the estimated replacement costs of the storm water and sanitary sewer infrastructure systems for Cleveland, first ring suburbs and outer suburbs. 

Note that the lineal footage of the storm water sewers and the sanitary sewers for the whole county are almost the same.  This highlights that both types of infrastructure systems are based on similar engineering design principles, i.e., the design is based on “gravity flow” of the liquids flowing downhill within a watershed.

Six (6) municipalities constructed Combined Sewer Overflow (CSO) systems early in their history.  Each CSO installation will need to be replaced or upgraded to meet environmental regulations to prevent pollution of Lake Erie.  The BUGC Water Resources Infrastructure Survey did not explicitly capture the estimated total dollar amount of this pending need.  The Northeast Ohio Regional Sewer District plans to spend more than $1 billion over the next twenty years to help alleviate some of these CSO problems within Cuyahoga County.

The municipalities that still have CSOs as part of their underground water resources infrastructure systems include:


Municipality

LF     


Cuyahoga Heights

44,000



Euclid

25,000



Garfield Heights

118,650



Lakewood

133,000



Newburgh Heights

37,560



Cleveland

5,702,400


Table 4 summarizes the replacement cost for Cuyahoga County’s water distribution infrastructure system.  This table also identifies the different location of the water distribution system provided by the City of Cleveland.  (Note that the City Water Department’s data added information about two Cuyahoga County townships.  These data are not included in the other BUGC survey summary tables.)

Insert Table 2

Insert Table 3

Insert Table 4

Funding Shortfall Analysis

As stated previously, although BUGC hoped that unmet needs would be listed, it became clear early in the survey process that individual municipalities were generally only able to list those projects that had already been “formally” approved in some way.  The listing of planned projects, therefore, is determined primarily by the estimated amount of money available and not by a real recognition of the actual need to maintain, preserve and upgrade the water resources infrastructure of the municipality.  Some respondents called these unmet needs a “wish list” because there is an obvious lack of financing to implement them.

In the interest of developing an estimated shortfall of investments for Cuyahoga County’s existing water resources infrastructure system, BUGC created three tables to highlight a recommended “replacement cycle” for each of the infrastructure systems.  These tables are based on the planned five-year priority projects averaged for a single year.  These tables exclude new and asset management projects.  

 Table 5 shows, with a BUGC recommended 60-year replacement cycle for storm water, sanitary sewer and CSO infrastructure systems, that there is an annual investment shortfall of about 
$12 million for Cuyahoga County’s suburban sewer systems. 

Table 6 shows, with a similar replacement cycle for the City of Cleveland sewer system, an annual shortfall of 
$27 million.

Table 7 shows, with a BUGC recommended 85-year replacement cycle for water distribution systems, that there is an annual investment shortfall of approximately 
$10 million for Cuyahoga County’s water distribution system.  However, in general, suburban municipalities responsible for their own water distribution systems are currently spending at an adequate annual level to properly maintain and preserve these systems.

Based on this analysis and given the current annual $200 million invested, BUGC estimates that at least $50 million more should be invested annually to properly maintain and preserve the existing municipal water resources infrastructure systems in Cuyahoga County.

When the actual age of all the water infrastructure systems in Cuyahoga County becomes available through the GASB 34 process, better data will allow for better estimates of capital asset replacement cycles.

Insert Table 5

Insert Table 6

Insert Table 7

GASB 34 Status
The pending implementation of GASB 34 for all local governments allowed BUGC to request additional information not normally readily available.  

Survey respondents were asked to provide financial or “book” valuations of their municipality’s water resources infrastructure.  Only nineteen (
19) of the 56 suburban municipalities have completed the GASB 34 inventory and valuation process and were able to provide “book” valuations.  The “book” valuations vary because of the age of the systems and because of differing methods of implementing the GASB 34 process.  Most of the rest of the respondents report that they are in the process of implementing a GASB 34 inventory valuation.  BUGC anticipates that all municipalities, excepting only those with small populations such as villages, will eventually comply with the GASB 34 recommended financial inventory and evaluation process.

Suburban municipalities have more than 
44 million feet of water resources infrastructure.  The replacement value of these underground assets, about 
8,400 miles, is estimated at 
$4.4 billion.  Of this estimated asset value, currently only 
$1.5 billion has been subjected to the GASB 34 process.  The calculated GASB depreciated “book value” for these assets is 
$0.3 billion or approximately one fifth, actually 
22.7%, of the replacement value. 
The GASB 34 recommendations allow a depreciated financial or “book” valuation of zero dollars for any infrastructure asset more than twenty years old.  Many municipalities within Cuyahoga County have underground water resources infrastructure systems that are more than twenty years old.  Sixty years is a typical “engineering design life” of newly constructed wastewater infrastructure systems.  The GASB 34 recommendations thus allow a valuation of zero dollars for forty years of the sewer infrastructure asset’s life.

BUGC has anecdotal information that many of the underground water resources infrastructure systems have exceeded their engineering design life.  Most municipalities are unable to report on the “average life” of their water resources infrastructure systems.  Only the completion of the formal GASB 34 inventory and valuation process for each municipality will allow us to discover how ancient these water resources infrastructure systems really are.

GASB 34 recognizes the reality of the current infrastructure management system.  If an asset has been depreciated to zero book value, then policy makers are often loath to fund the needed maintenance and technical upgrades to the infrastructure.  As a result, our culture and our municipalities consistently underfund the needed maintenance and upgrades of the infrastructure.   

GASB 34 proposed an alternative to the current “business as usual” depreciation approach to maintaining the nation’s infrastructure -- “modified method”.  The “modified method” is based on treating infrastructure systems as capital assets and implementing a formal annual “asset management” process.  No municipality in Cuyahoga County has adopted the “modified method”.  

As stated previously, only eighteen (
18) municipalities reported that there existed open channels or drainage ditches in their municipalities.  Most had no data to report on this water resources infrastructure system.  Only two (
2) municipalities had included this infrastructure in the GASB 34 process as a municipal infrastructure asset.  BUGC believes that open channel and drainage ditches should be considered as valid municipal infrastructure assets, and, therefore, should be included in the GASB 34 process.  

The survey revealed a continuing lack of emphasis on municipal water resources infrastructure system asset management in Cuyahoga County.  With GASB 34 in progress, BUGC recommends that municipalities adopt the GASB 34 “modified method” of accounting, which encourages an asset management approach.  Only the recommended GASB 34 “modified method,” has the potential to develop a meaningful municipal status for water resources infrastructure renovation or replacement.  

Conclusions

The BUGC Water Resources Infrastructure Survey was a first-time effort in Cuyahoga County to measure municipal contributions toward specific water resources infrastructure investments and to quantify a minimal level of investment to properly maintain and preserve existing municipal water resources systems.  Consideration should be given to periodically updating this survey.  The next survey should be conducted when most municipalities have completed their GASB 34 processes.

With a minimum unmet need of potentially $50 million annually to bring existing Cuyahoga County’s water resources infrastructure systems up to acceptable standards, enhanced advocacy for federal and state funds is required.  Advocacy can only succeed if the data provided to policy makers is credible and current.  The survey respondents have provided the best possible responses given the existing political will.  Education is required to focus on the municipal need for “capital asset management” of all water resources infrastructure systems.

The continued heavy reliance on user fees to adequately preserve existing municipal water resources systems and to meet known and emerging federal water quality mandates is not sustainable.  New funding partnerships with applicable federal and state agencies are needed to meet desired regional water quality goals.  Existing low interest federal and state loan programs are helpful, but this funding source still relies on the user fees to pay back the loans.  What is needed is a return to the federal water-related grant program that existed in the 1980’s to help municipalities meet current unfunded mandates to improve water quality at the local level.  Everyone wants improved water quality and safe drinking. However, this is an unrealistic goal if it is to be achieved by constantly raising user fees.

BUGC wishes to extend its appreciation to the Cuyahoga County mayors and city managers for their support in providing the assistance of their staff and outside consultants in responding to the BUGC Water Resources Infrastructure Survey.

Additional copies of this report may be obtained by contacting Build Up Greater Cleveland.
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