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PREFACE

This Strategic Plan is intended to chart a positive future for the Anchorage
Water and Wastewater Utility and to communicate clearly that direction to our
employees and the public. The plan has three foundations:

° Acceptance of our mission to provide reliable and economical product and
services.

° Commitment to a set of values and guidelines for the conduct of our busi-
ness.

° Qur assessment of the future economic and regulatory environment.

The AWWU Strategic Plan only sets direction; actual implementation depends on
the participation, enthusiasm and commitment of each employee. The AWWU manage-
ment team believes in the mission and the values expressed in this plan. We
believe successful implementation of the objectives included in this plan will
make us more responsive to customers and will help make AWWU a better place to
work. Employees have already had a chance to review the plan in draft form and
make suggestions. Now we look forward to the successful implementation of this
plan, with our employees' help.

General Manager Manager, Finance Division
Manager, Operations and Manager, Engineering and
Maintenance Division Planning Division

Manager, Customer Service Manager, Administration
Division Division

Manager, Technical Services Manager, Treatment Division

Manager, Regulatory Affairs
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I. EXECUTIVE SUMMARY

! .
S A brief discussion of the strategic plan is presented below. More detail is
included in Sections II through IX.

A,

INTRODUCTICON

Anchorage Water and Wastewater Utility (AWWU) is a municipally-owned and
operated utility providing public water service and wastewater collection
to the residents of Anchorage. Regulation and guidance are provided by a
number of bodies, among them the Alaska Public Utilities Commission, the
Municipal Administration and Assembly, and the Water and Wastewater Advi-
sory Commission. Over the past several years, rapid growth and develcpment
in Anchorage have provided impetus to the Utility for a corresponding
growth in capital development. As the Municipality of Anchorage finds it-
self in a period of decreased econcmic activity, the Utility must now lock
at how it will best serve the community's needs in the future.

The basic purpose of this strategic plan is to identify the major objec-
tives, activities, and fiscal policies of AWWU for the next three to six
years. It is intended to provide guidance to the AWWU staff in carrying
out their assigned responsibilities. The plan also serves to communicate
to employees, governing bodies, and the general public the stated mission,
goals, and objectives of AwWU,

In determining AWWU's overall direction, the planning team, comprised of
the General Manager and Division Managers, completed an extensive strategic
planning process. Several planning sessions were conducted in which the
strategic plan was developed, and all AWWU employees were invited to review
and cowment on the plan before it was adopted.

It is anticipated that the plan will be updated periodically to reflect
changed conditions and new initiatives.

AWRU'S MISSION, GOALS, AND VALUES

The mission of the Anchorage Water and Wastewater Utility states that:
"AWWU is cammitted to providing reliable, high quality water supply and
wastewater disposal services at a reasonable cost to residential and com-
mercial consumers in the Municipality of Anchorage, consistent with: a
demonstrated public need; cammunity health and safety standards: regulatory
requirements; customer service requirements; a reasonable profit; and sound
technical and management practices." AWWU's goals and its operating guide-
lines are based on this mission.

AWW'S STRATEGIC DIRECTION

A brief description of the direction AWWU plans to take over the next
several years is presented below:

® Fiscal Integrity and Financial Performance: Improve financial posi-
tion; implement cost containment measures; seek to minimize rate in-
creases; and improve financial management capability through more
useful and timely reports and analysis.




"

Organizational Environment: Irplement a formal strategic planning !
process; 1mprove 1internal communications; and maintain a positive Q“
and safe climate for performance in the work environment.

¢ Customer Service and Community Relations: Increase responsiveness of
customer services and strive for positive community reaction to AWAU
issues.

° Product Quality and System Reliability: Maintain the current high
quality of the water supply and continue to provide flexible, reliable
water and wastewater systems.

® Regulatory Compliance: Retain 301(h) waiver status for wastewater
treatment at Point Woronzof; and take steps to meet new, more stringent
water standards.

D. MAJOR OBJECTIVES AND TARGETED CCMPLETION DATES

The major objectives adopted by the AWWU management team and their targeted
completion dates are presented in the following charts.



MAJOR OBJECTIVES AND TARGETED COMPLETION DATES FISCAL YEAR
A. FISCAL INTEGRITY AND FINANCIAL PERFORMANCE
1. To reduce combined 1987 controllable operating costs by 1989
at least 51,000,000 and to reduce employee levels to
280 pecple to meet the 1989 budgeted level of expend-
ditures.
2. To substantially improve financial managerent and in- 1989 & 1990
formation reporting capability by June, 1990,
3., Eliminate MUSA for water and wastewater plant by 1989. 1988
4. To revise the approved 6-year Capital Irprovement Pro— 1989
gram (CIP} to reflect projected financial objectives
and obtain necessary approvals.
5. Water Utility 1989: 1989
To obtain a regulatory net income equal to the allow-
able return on equity.
6. Water Utility 1989: 1989
To fund a capital construction program of $2.72M
7. Wastewater Utility 1989: 1989
To achieve a positive regulatory net income for 1989.
8. Wastewater Utility 1989: 1989
To fund a capital construction program of $7.845M
B. ORGANIZATIONAL ENVIRONMENT
1. To irprove employee morale and erhance the overall 1989 & Ongeing
climate for performance in the Utility.
2, Conclude employee participation in the revised corporatg 1989
strategic plan by November 1, 1988.
3. To update the Employee Training Needs Assessment Plan 1989 & 1990
to determine current AWWU manpower status, available
employee skills and abilities, and future training and
staffing needs of the Utility.
4. To integrate the corporate Strategic Plan into each 1989
division's operational planning process.
5.  Establish fully integrated safety program and disaster 1989

plan by January 31, 1989,




MAJOR OBJECTIVES AND TARGETED COMPLETION DATES

FISCAL YEAR

CUSTOMER SERVICE AND COMMUNITY RELATIONS

To identify custamer and community concerns and pro-
vide for proper responses.

To increase employee awareness of the importance

of customer service and customer communication to
reinforce the concept that each AWMU employee is re-
sponsible for maintaining good customer relations.

To obtain and maintain a positive community and
public reaction to AWWU issues as indicated by
passage of GO Bond propesals, support for Utility
issues, and development of identifiable support
group(s) for future issues.

PRODUCT QUALITY AND SYSTEM RELIABILITY

To decrease water and wastewater systems failures
and to irmprove product delivery to customers and pre—
vent degradation of product quality.

To furnish areas with adequate and reliable water
supply and wastewater collection to assure that all
current customers have sufficient service at all times
of year with adequate reserves to satisfy projected
development demands.

REGULATCRY COMPLIANCE

To ensure that all water and wastewater treatment fa-
cilities meet current and anticipated NPDES permit
limits and Safe Drinking Water Act Standards.

Gather all data necessary in support of retaining the
301th) waiver of secondary treatment at Pt. Woronzof.

1989

1989

1989 & Ongoing

1989 & Ongoing

1989

1889 & Onceing

1989




Steps for accomplishing each of the major objectives are presented in
Section VII of the plan.

FISCAL POLICIES

Fiscal policies of the Utility which have helped guide the development of
financial objectives are presented in Section VIII of the plan.

IMPLEMENTATTION

Implementation of the plan will begin with development of Division Stra-
tegic Plans, targeted for completion in January of 1989.



II. INTRODUCTION

The Anchorage Water and Wastewater Utility (AWU) has prepared an overall tusi-
ness plan and annual Division operating plans for the last several years., The
strategic plan, presented in this document, represents the product in an ongoing
process of formalizing AWilU's corporate level objectives and strategies.

A.

PURPOSE OF THE PLAN

The basic purpose of the strategic plan is to identify the financial and
non-financial objectives and strategies of AVWU for the next three to six
years. The plan provides the basis from which capital planning is con~
ducted and annual work programs and budgets are prepared. It also provides
a means to evaluate the strategic operations of the Utility and measure its
success in accomplishing ecritical strategies. Additionally, the strategic
plan serves to communicate to AWWU erployees, governing and recgulatory
bodies and other interested parties the mission, goals and objectives of
the Utility.

STRATEGIC PLANNING TEAM

The Strategic Planning Team was comprised of the General Narager and the
Division Managers. Technical information and support was provided “rom
sources both outside and within the Utility. A preliminary draft of the
plan was distributed to all AWMU employees for their review and corment.
The final plan includes a number of their suggested changes.

AWU's STRATEGIC PLANNING PROCESS

Planning is a continuous process of analyzing current operaticns, ronitor—
ing the external environment, making assumptions about the future, matching
new information with the direction in which the organization is zoing, and
revising that direction as appropriate to respond to changing civcurstan~
ces.

The primary purpose of AWU's planning process is to improve today's coer-
ating decisions in light of probable events. Alternatives were evaluatsd
and agreements were reached among the AWMU planning team members zs to the
direction AWWU should take over the next several years. During each annual
budget process, a commitment of resources will be made to accorplish the
specified objectives.

In determining AWU's overall direction, the Strategic Planning Team re-
viewed and analyzed information in the following areas:

°Current AWWU operations.

“External environmental influences....economic, political, social/
cultural, technolegical, environmental and regulatory factors.
°Internal strengths and weaknesses of AVWIWU.

°External threats and oppertunities.

°Significant issues facing the Utility and the community.
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D.

AWWU'S STRATEGIC PIAN

In general, the strategic plan includes only the highest priority, Utility-
wide objectives and strategies. It provides the basis for the development
of division plans where important, more ocperational level objectives and
strategies are presented.

The strategic direction cutlined in the plan encompasses both ongoing pro-
grams and services, and new strategic initiatives. An important assumption
is that much of AWWU's attention will be devoted to carrying on and im-
proving its current services. Major new strategic initiatives will be
undertaken to the extent existing resources can be reallocated or new re—
sodurces can be made available.

ANNUAL PLANNING AND UPDATE PROCESS

Each year, in conjunction with the preparation of the annual operating
budget, AWWU's strategic plan will be reviewed and updated, A less exten-
sive review will be conducted subsequent to Assembly acticn on the budget.
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ITI. DESCRIPTION OF AWWU

The Anchorage Water and Wastewater Utility (AWWU) is a municipally-owned and
operated utility, regulated by the Alaska Public Utilities Commission (APUC) as
two separate utilities.

AWWU provides public water service and wastewater collection service to the res-
idents of Anchorage. Public water service includes the treatment, transmissicn,
and distribution of potable water, from two Ereatment facilities and approxi-
mately 34 wells, to about one-half of the residences and most of the commercial
establishments in Anchorage from Fklutna to South Anchorage. The balance of, the
residential and commercial establishments receive their water service from indi-
vidual wells or very small privately owned and operated water systems. Public
wastewater collection service is provided in conjunction with three treatment
facilities operating independently in different areas of the Municipality,
namely Girdwood, Eagle River, and the Anchorage Bowl.

The APUC-certificated service area Ffor public sewer service encompasses the
entire Municipality; however, some areas within the Municipality are still
served by individual on-site septic systems. The majority of these on-site
systems are located north of the community of Eagle River and in South Anchor-
age. In South Anchorage, the area designated by ordinance as the Hillside
Wastewater Management Plan area is precluded from receiving public sewer service
and is intended to remain on on-site systems. In addition, AWWU provides waste-—
water treatment for the military bases. :

AWU's certificated water service area, approximately 69 square miles, encom—
passes the major portion of the communities of Eagle River and the Anchorage
Bowl. These two areas of service are separated by the same 8-mile military re-
servation corridor as for the sewer service areas. There are still some small
private water systems within the Municipality, located primarily north of Eagle
River, in Girdwood, on the hillside portion of South Anchorage, and to some ex-
tent in Southwest Anchorage. The rest of the Anchorage population is served by
individual private wells.

In addition to basic public water service and wastewater collection service,
AWWU also provides:

° The main water supply, pumping, storage, and distribution facilities,

including maintenance, necessary for fire protection within the Munici-
pality.

® Two sites for septic haulers to discharge into the wastewater collection
system.

Hydrant use permits, water and sewer connect permits, septic durping per-
mits, and watershed use permits.

A full range of customer service functions.

° Engineering, planning and real estate functions.



In the last five years, AWWU's pattern of development has been primarily driven
by the rapid growth and development of Anchorage. Major projects undertaken by
AWWU recently include:

Capital Cesign/Construct Projects

Eklutna Water Project

Ship Creek Water Treatment Facility Expansion

Pt, Woronzof Wastewater Treatment Facility Expansion
Southeast Interceptor

West Interceptor

Potter Creek Interceptor and Pump Station

Rabbit Creek Pump Station and Force Main

10 MG Reservoir

Abbott Loop Transmission Main, Phases I-IV

Eagle River Wastewater Treatment Facility Expansion
Girdwood Wastewater Treatment Facility Upgrade

Other Capital Projects

201 Wastewater Facilities Plan
Continuing Property Records System
Central Alaska Utilities Acquisition
Eagle River Water Systems Acquisition
Water Master Plan

DP Master Plan

0&M Facility Acquisition/Remodel
Financial Management Information System

AWWU programs and operations face scrutiny in a number of different regulatory
environments, many of them overlapping in their authority. As a Municipal De-
partment, AWWU is subject to Municipal policies and procedures, purchasing and
personnel rules, labor contract provisions, and general management and crera-
tions oversight by the Municipal Administration and Assembly, including capital
and operating budget review and approval. As a governmental entity, and unlike
privately owned utilities, AWWU has the authority to levy property assessments
and to sell general obligation and tax-exempt revenue bonds. Yet, similar to
privately owned utilities, the APUC also regulates the rates and tariffs of both
utilities. In addition to this gerneral regulatory oversight by the Municipality
and the APUC, AWWU is subject to the federal and state laws and regulaticns
governing grants administration, water rights, drinking water guality, and
wastewater dispecsal. The primary agencies providing this oversight are the Fed-
eral Environmental Protection Agency and the State of Alaska Departments of En-
vironmental Conservation and Natural Rescurces. Additionally, AWWU receives
advice from the Water & Wastewater Advisory Commission, whose members are ap~
pointed by the Mayor and approved by the Assembly.

A functional organizational chart is included on the following page.

7-/3



ANCHORAGE WATER & WASTEWATER UTILITY
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IV, AWWU'S MISSION, GOALS AND VALUES

This section of the strategic plan cutlines AWWU's basic mission and goals and
presents the important values that define AWWU's philosophy of coperations.

A'

AWWU'S MISSICN STATEMENT

The Anchorage Water and Wastewater Utility is committed to providing reli-
able, high quality water supply and wastewater disposal service at a
reasonable cost to residential and commercial consumers in the Municipality
of Anchorage, consistent with: a demonstrated public need; comunity
health and safety standards; requlatory requirements: customer service re-
guirements; a reasonable profit; and sound technical and management prac-
tices.

AWWU'S GOALS

The major goals of AWWU are:

°® To provide our customers with high quality service through weli-engi-
neered and economical water distribution, wastewater collection, and
treatment systems.

® To adequately maintain Utility assets including facilities, bhuildings,
and underground plant.

°® To keep the public informed about major AWWU issues and to involve the
public in planning efforts of the Utility.

® To maintain a high level of customer service and satisfaction including
maintaining open communications and ease of access by all customers and
rapid response to customer needs.

¢ To ensure that all personnel are knowledgeable regarding Municipal and
other regulations applying to the jobs they perform for the Utilitv and
that they maintain an awareness of constantly changing technical require-
ments which are relevant to their positions.

® To emphasize employee development through an effective training program
and a meaningful performance appraisal process in order to maintain good
morale and high motivation and productivity.

° To maintain policies that foster fairness in job opportunities, oprome-
tions, career development, and labor relaticns.

® To maintain programs that foster employee safety, health and well-being
on the iob.

® To achieve, through the implementation of sound management and supervi-
sory practices, an open and harmonious climate within AWWU that is char-
acterized by productive employee-supervisor relations, an atmosphere of
good communication, and a positive learning environment emphasizing ex-
cellence, creativity, and teamwork.

/5"
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To provide strong support for commnity's overall economic development
plan and objectives.

To create and support an independent water and wastewater authority that
will provide more efficient and cost effective management and operation
of AW,

To maintain sufficient flexibility in organization and management to be
able to respond to changing conditions and scale cperations up or down,
as required, to meet economic opportunities or constraints.

To maximize acguisition of grant funds by complying with local, state,
and federal regulation.

To maintain cooperation between AWWU and regulatory and grantor agencies
and governing bodies to achieve mutual goals.

To maintain a sound financial system that provides timely, complete and
accurate information to Utility and Municipal decision makers.

To achieve allowed rate of return and to maintain a positive bottom lin
which will enable the internal funding of routine plant additions and
improvements without unnecessarily increasing rates.

PHILOSOPHY OF OPERATIONS

The following basic values govern the operation of AWU:
® Customer Service: We are a public organization, whose chief purpcse is
to serve the general public and our customers. We place a high value on
being responsive to customer needs.

Quality: We strive to provide high quality water and wastewater services.

® Productivity/Cost: T believe in being cost conscicus in every aspect
of the Utility's management and service provision in order to provide the
best service at the lowest possible cost and to maintain reascnable rates
for our customers.

° Employees: Employees are our most valuable asset. e realize that the
best plans will have little useful purpose unless our people believe in
them and are motivated to work hard to make them happen. For that rea-—
son, we place an emphasis on making AWU a place where people are encour-
aged to try new approaches to their work and where teamwork and coopera~
tion are encouraged in order to meet ocur goals.

° Public Responsibility/Trust: We set high ethical standards in managing
the public's resources, both physical and financial. We expect all other

public agencies with which we work to share similar cormitments in this
area.

Financial Integrity - We are an enterprise activity mandated by the Muni-
cipal Charter to provide a "reasonable profit." We shall strive to
strengthen the Utility's financial position and to attain a strong posi-
tive bottom line without unnecessarily burdening our custormers.




V.  ASSUMPTIONS APOUT THE FUTURE

During the development of AWU's strategic plan, the Strategic Plarning Teanm
identified and evaluated numercus external factors affecting AU and the Muni-
cipality of Anchorage and develcoped certain assumpticns about the future related
to the major factors. As part of this process the team considersd the following
questions:

"What will Anchorage's future look like?
°How will it affect AWWU?
“What assumptions should AW make?

This secticon of the plan includes the major external factors considersd and the
specific assumptions made about each. The assumptions listed below wers taken
into account when AWMU's strategic direction was established.

A, ECONCMIC

1. Assurptions:

o

The Anchorage economy will bottom out during the next two yvears.
The economy will begin to grow slowly beginning as early as 1390,
Municipal Utilities Service Assessment (MUSA) will continue %2 in-
crease and drive rate increases.

The price of oil will remain volatile. Short-term stability within
a range of a few dollars is likely.

o

o

2. Impacts on AMRU:

AWW's customer base will stabilize in 1989.

Fixed costs will increase and be spread over fewer customers.

There will be more uncollectible accounts.

Emphasis in the Utility will be less on capital expansicn and =ore on
efficient and less costly operations.

Any near-term or intermediate term grawth will likely absorb: existing
comercial space and housing units through in-filling befcre rew Jde-
velopment is undertaken.

° AWMU should monitor specific proiects, e.g.:

o ¢ o o0

-Duty Free Port

~Eagle River Ski Resort

-Olynmpics, 1994

~Approval of oil exploration in the Arctic Naticnal Wildlife
Refuge (ANWR)}: Preparation phase, possible population in-
crease

-Gas Pipeline: Preparation phase, population increase

-Port Expansion

® AW will be asked to support economic develcprment initiatives of the
Municipality.
° Service levels may be reduced.

N
>
N
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B.

REGULATORY /ENVIRONMENTAL
1. Assumptions:

° Regulations will increase.

APUC rate case lags will continue.

OsM costs may be irpacted by adverse weather conditions.

Air and Water quality standards will become more stringent.

The 301(h) waiver will be renewed in 1990.

Many existing on-site water and sewer systems will not meet changing
requlatory requirements.

There will be a review of deregulation from the APUC.

0 ¢ O o o

2, Impacts on AWWU:

° There will continue to be demands for capital expenditures due to
system failures and increased ground water contamination.

® Increased regulation could result in decreased responsiveness, in-
Ccreased operating costs, diminution of revenue stream, and adverse
effect on the debt/equity structure.

° Annual operating plans require flexibility to address unusually ad-
verse weather.

KEY RESOURCE AVAILABRILITY - FINANCIAL, PHYSICAL, AND HUMAN
1. Assumptions:

° PILA case will be resolved in 1988, :

® Bond Rating will hold steady, but may be under pressure in the fu-
ture.

® Grant funds will require a local match. Less grant money will be
available.

° Less low cost money will be available through tax free issues, both
as a result of market factors and more stringent regulation. Alter-
nate sources of low cost money will be available from the State of
Alaska.

¢ Source of water supply will not be a problem, assuming we maintain
water rights.

® Local labor market will provide necessary human resources.

° Major projects undertaken to accommodate growth have been or soon
will be completed.

2. Impacts on AWU:

® The cost of new capital could decrease.

° Less contributed capital available to fund new projects.

® Smaller capital program in the intermediate term.

° AWWU's ability to incur additional debt may be impaired.

® Outcome of PILA case will have limited short-term impact on AWMU but
could have detrimental long~term impacts.



D. POLITICAL

1.

2.

Assumptions:

° Federal government: There will be more requirements without commen—
surate funding.

® State Government: The financial picture is not likely to improve in
terms of availability of general fund operating revenues to local
government. Any increased funding would most likely have to ceme
from other state revenues.

® Local Government: Privatization of Utility functions and deregula-
tion from APUC will be major issues for next two years. Greater
Assembly control is likely.

Impacts on AWU:

(-]

Q
-]

O&M costs may increase, due to increased regulation.

MUSA charges will increase.

Increased Federal requirements without Federal funding may mean in-
creased costs for air quality and clean water.

° Need to confirm assurmptions and direction with the Mayor.

Intergovernmental charges will continue to decrease.

E.  SCCIAL/CULTURAL

1.

20

Assumptions:

o

Uncertainty related to the current economic situation will place a
strain on employees, customers, and the public generally.

Customers will continue to expect the same high quality service, tut
will not be receptive to rate increases for three main reasons: (1)
the govermment has been able to keep rates low in the past due to
direct subsidy, (2) current economic conditions give customers less
disposable income and (3) customers have difficulty understanding why
rates are going up when economic activity is declining and the lccal
cost of living has stabilized.

Impacts on AWWU:

[+ ]

[~]

[+]

Erployee morale will suffer.
Rate increases will be more difficult to obtain.

Support for General Obligation bonds will be more difficult to obtain,
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vI. AWWU'S STRATEGIC DIRECTICN

AWWU has established the following five major areas in which action is required
to maintain current priority programs and services and to enhance future suc-
cess. A brief description is included within each area to indicate the direc-
tion AWWU intends to take.

A, FISCAL INTEGRITY AND FINANCIAL PERFORMANCE

AWWU will explore new revenue sources which do not require major capital
outlay. AWWJ will continue to respond to the downturn in the economy by
implementing cost containment and downsizing strategies and will develop
plans for dealing with rate shock resulting from Eklutna coming on line.
AWWU will seek ways to minimize or avoid rate increases. The Utility will
irprove its financial management capability and enhance its ability to pro-
duce more useful and timely financial reports. Alternatives for reducing
delays in obtaining necessary rate increases will be pursued.

Success in this area will be measured by:

Reasonable, defensible rates.

Net income.

Cash position.

Bond coverage.

Debt/equity ratic.

Report relevancy, accuracy, timeliness.

Financial Management Information System (FMIS) implementation.

o 0 0 o0 0 0o O

B.  ORGANIZATIONAL ENVIRONMENT

AWWU will focus on implementing a formal strategic planning process, im-
proving internal communications and maintaining a positive climate for
performance. The Utility will implement the results of the 1987 management
audit and will initiate action to decentralize some Municipality of An-
chorage functions, where appropriate.

Success in this area will be measured by:

Accampl ishment of career development objectives.

Employee morale improvement.

Productivity measures; workload indicators.

Strategic plan implementation.

Safety indicators - claims, lost time, injuries.

Audit findings addressed.

IDP's and Performance Standards implementation.

Training schedule established and maintained.

Feedback to and from employees through the Employee Involvement
Commnittee.

Numbers and types of employee grievances, mediations, and arbitra=-
tions.

O © 0 © ¢ & 0 o ©



CUSTOMER SERVICE AND COMMUNITY RELATIONS

AWWU will maintain responsive services to customers and will strive to re—
tain a positive cammunity reaction to AWWU issues.

Success in this area will be measured by:

Feedback from surveys and speakers' bureau functions.
Results of community meetings.

Decrease in numbers of customer complaints.

Visible public information activities.

Response time to customer complaints/questions.

Bond passage.

Positive feedback from employees.

o 0 0 O 0 o @

PRODUCT QUALITY AND SYSTEM RELIABILITY

AWWU will focus on maintaining the current high quality of the water supply
and on providing flexible, reliable water and wastewater systems.

Success in this area will be measured by:

Ongoing monitoring and reporting of product quality.

Number of damage claims filed.

Amount of damages paid.

Amount spent on Utility operations in comparison to benefits.
Reduction of permit violations.

Successful completion of projects and project backlogs.

Perceived quality/reliability problems —— measured by custcrer com—
plaints.

o C C o O © O

REGULATORY COMPLIANCE

AWWI will take necessary steps to meet new and more stringent water stan—
dards, to retain 301(h) waiver status for Pt. Worconzof, and to implement
improvements to the Girdwood and Eagle River wastewater treatment facili-
ties. AWWU will seek solutions to the multiple regulatory reguirements new
in existence for the Utility.

Success in this area will be measured by:

Timely response to proposed regulatory changes.

Successful EPA annual audit review of programs and facilities.
Elimination of plant permit violations.

Submission and approval of revised 301(h) permit.

Regulation revision.

Decrease in cost of rate case preparation.

¢ ¢ 0 9 o o
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VII. AWWU'S MAJOR OBJECTIVES, STRATEGIES & TARGET COMPLETION DATES

The following pages present major objectives within each strategic direction and
the broad courses of action that will be necessary to accomplish the established
objectives. Targeted completion dates are also established within three time
frames -- 1989, 1990, and 1991 and beyond.



STRATEGIC DIRECTICN/OBJECTIVE/STRATEGIES

FISCAL YFAR

89

90

91 & BEYQND

FISCAL INTEGRITY AND FINANCIAL PERFOFMANCE

Objective:

To reduce cambined 1987 controllable operating
costs by at least $1,000,000 and to reduce erployee
levels to 280 pecple to meet the 1989 budgetad
level of expenditures.

Primary Responsibility: General Mgr./Division Hgrs.

Strategies:

a. Elimination of positions.

b. Reduce overtime 10%.

C. Reduce supplies by 10%.

d. Wells program: reduce costs by 5%.

e. Inplement Employee Involvement Committee recom-
rendations.

Objective:
To substantially irprove financial management and
information reporting capability by June, 1990,

Primary Responsibility: Finance Division.

Strategies:

a. Design and implement Financial Management
Information System (FMIS} by December 31, 1989.

b. Develop modeling programs for multi-year
forecasts by June 30, 1890,

Objective:
Eliminate MUSA for water and wastewater plant by
1989.

Primary Responsibility: Finance Division.

Strategies (Objective #4):

a. Prepare schedule by August 1988 of water/waste-
water contributed/non-contributed plant.

b. Achieve agreement by July, 1988 with Municipal
Appraiser on calculation method for valuation
of AWU property and plant.

c. Calculate revised MUSA by October, 1988.

Objective:
To revise the approved 6-year Capital Improvement
Program (CIP) to reflect projected financial ob-

jectives and obtain necessary approvals.

Primary Responsibility: Eng. & Planning Div.

NOTE:

(1) An "X" denotes substantial or final achievement of the objective.
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FISCAL YEAR
STRATEGIC DIRECTION/OBJECTIVE/STRATEGIES 86790] 91 & BEYOND
4. Strategies:

a. Review facility master plans in light of cur-
rent econamic conditions by April, 1989,

b. Reprioritize and update capital program to
reflect projected financial conditions and
objectives by April, 1989.

C. Incorporate revisions into draft 1990-95 CIP
by April 30, 1989,

d. Obtain approvals for updated CIP by December,
1989,

5. Objective - Water Utility 1989:

To obtain a regulatory net income equal to the X

allowable return on equity.

Primary Responsibility: General Mgr. /Division Mgrs.

Strategies:

a. Attain interim rate increase of 40% by January
1, 1989 with additional permanent rate increase
of 10% by August 1, 1989,

b. Maintain debt service coverage required by
bond covenants. :

c. Maintain operating expenses at or below
those reflected in the approved 1989 budget.

d. Achieve non-operating revenues and expenses
as forecasted in the approved 1989 budget.

e. Achieve revenues forecasted in the approved
1989 budget.

£. Promote bulk water sales of $250,000 during
1989,

g. Reduce delinguency rate by 25%.

h. Calculate and implement cost based non-recur—
ring charges by July, 1989.

6. Objective - Water Utility 1989:

To fund a capital construction program of $2.72m. X

Primary Responsibility: Finance Division.

Strategies (Objective 47):

a. Obtain state grants of $1,080.000.

b. Revenue bond sale of $10 million in October,

1989,
7. Objective -~ tastewater Utility 1989:

To achieve a positive regulatory net income for X

1989,

Primary Responsibility: General Mgr./Division Mgrs.




STRATEGIC DIRECTION/OBJECTIVE/STRATEGIES

7. Strategies:

a. To obtain an interim rate increase of 15% effecH
tive 1/1/89 and an additional 5% permanent rate
increase by August 1, 1989.

b. Maintain operating expenses at or below those
reflected in the approved 1989 budget.

c. Achieve non-operating revenues and expenses
as forecasted in the approved 1989 budget.

d. Achieve revenues forecasted in the approved
1989 budget.

e. Achieve allowable rate from the Military.

f. Reduce delinguency rate by 25%.

g. Calculate and implement cost based non—recur-
ring charges by July, 1989.

8. Obijective — Wastewater Utility 1989:
To fund a capital construction program of $7.845
million.

Primary Responsibilitv: Finance Division/
Technical Services

Strategies:
a. Obtain state grants of $3,905, 000.

b. Postpone sale of voter-approved bonds until
1989.
c. Utilize $3.3m of Federal grants.

B. ORGANIZATIONAL ENVIPONMENT

1. Objective:
To improve enployee morale and enhance the overall

climate for performance in the Utility.

Primary Responsibility: Administration Div. - a&b
Division Managers - b&c

Strategies:

a. Assess organizational climate and management
practices in light of external changes and de-
velop plans each quarter to address any pro—
blems that are identified.

b. Continue Employee Involvement Cormittee Program.

c. Implement approved 1989 E.I.C. goals and ob-
jectives.

2. Objective:
Conclude employee participation in the revised
corporate strategic plan by November 1, 1988.

Primary Responsibility: General Manager/Division
Managers

725
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STRATEGIC DIRECTION/OBJECTIVE/STRATEGIES

FISCAL YEAR

89

90

91 & BEYQND

Strategies: &
a. AWMU employee complete review of draft corpor-

ate strategic plan by June 30, 1988,

b. Inform all AWWO employees about the final cor-
porate strategic plan by November 1, 1988,

C. General Manager will give all employees quar-
terly updates through 1989,

Objective:

To update the Employee Training Needs Assessment
Plan to determine current AWWU manpower status,
available employee skills and abilities, and future
training and staffing needs of the Utility.

Primary Responsibility: Administration Division.

Strategies:

a. Define scope of assessment plan by June 30,
1989, to include objectives, content, and
methodology for development.

b. Establish task force to assist Personnel Of-
ficer and Training Officer in development of
assessment plan by June 30, 1989,

¢. Coamplete planning process by December 31, 1989,

d. Complete implementation by December 31, 1990.

€. Provide in~house management and supervisory
training each quarter.

£. Include a supervision/employee development
standard in all supervisory performance reviews.

Objective:
To integrate the corporate Strategic Plan into each
division's operational planning process.

Primary Responsibility: Division Managers.

Strategies:

a. Review final Utility Strategic Plan in divi-
sions November 1, 1988,

b. Division managers to provide draft of Division
Strategic Plan to General Manager by December
1, 1988.

c. Division managers to provide final Division
Strategic Plan by January 1, 1989.

d. Develop contingency plans for items listed in
Section IX by 2/29/89,

Objective:
Establish fully integrated safety program and di-
saster plan by January 31, 1989,

Primary Responsibility: Administration Division.




STRATEGIC DIRECTION/OBJECTIVE/STRATEGIES

FISCAL YEAR

89

90

91 & BEYOWND

Strategies:
a. Comlete the programs by January 31, 1989,

b. Meet or exceed all regulatory requirements by
March 31, 1989,

¢c. Improve the effectiveness of safety program by
providing coordination at the corporate level
for the following:
°Utility
“Division
Work group, where appropriate

d. Complete walk-through for disaster plan by
August, 1989,

CUSTOMER SERVICE AND COMMUNITY RELATIONS

Objective:

To identify customer and cormunity concerns and
provide for proper responses.

Primary Responsibility: Customer Service Division/
Administration Division

Strategies:
a.. Complete customer survey by June 1, 1989,

b. Develop a plan to address critical customer
concerns by October 31, 1989,

c. Improve content, attitude, and style of cor-
respondence to reflect customer service philo-
sophy by December 31, 1989,

Objective:

To increase employee awareness of the importance
of customer service and customer comunication to
reinforce the concept that each AWWU employee is
responsible for maintaining good customer rela-
tions.

Primary Responsibility: Division Managers.

Strategies: _
a. Institute a custamer relations and sensitivity

training program by April 30, 1989,

b. Include Customer Service in performance evalua-
tion process as a performance standard for all
positions.

Objective:

Te obtain and maintain a positive comrunity and
public reaction to AWWU issues as indicated by
passage of GO Bond proposals, support for Utility
issues, and development of identifiable support
group(s) for future issues.

X
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FISCAL YEAR
STRATEGIC DIRECTION/OBJECTIVE /STRATEGIES 891 90| 91 & BEYCND
3.  Primary Responsibility: Administration Division

Strategies:

a. Fully develop a Speakers Bureau program to in—
clude all trained personnel.

b. Develop guidelines for providing technical in-
formation for those participating in Speakers
Bureau.

C. AWU personnel will complete 250 speaking en-
gagements during 1989,

D. PRODUCT QUALITY AND SYSTEM RELIABILITY
1. Objective:

To decrease water and wastewater systems failures, | X X X

and to improve product delivery to customers and

prevent degradation of product quality.

Primary Responsibility: Operations & Maintenance

Division -~ ¢,e,f,q, &h
Treatment Div. - a,d, fag
Eng./Plng. - b,g

Strategies:

a. Identify source and correct pressure fluctua-
tion within water system,

b. DPevelop and implement a pilot program to pre-
vent external corrosion by December 31, 1989,

¢. Continue the sewer system maintenance programs
to prevent increased failures due to blockages,
plugs, and system failures.

d. Support development of the Hazardous Waste Pro-
gram in 1989 by Solid Waste Services to elimi-
nate disposal of undesirable items into sewer
system,

€. Maintain water and wastewater systems mainte-
nance at or above the 1987 level.

£. Continue treatment facilities, 1lift stations,
and well's preventive maintenance program.

g. Ensure apprepriate redundancy in treatment,
1ift stations, and wells to increase reliabil-
ity.

h. Measure system outages and customer irpacts.
Attain a 99.995% system reliability.

2., Objective:
To furnish all areas with adequate and reliable X

water supply and wastewater collection to assure
that all current custorers have sufficient service
at all times of year with adequate reserves to
satisfy projected development demands.




FISCAL YEAR |
STRATEGIC DIRECTION/OBJECTIVE/STRATEGIES 891 90| 91 &« BEYOND
2.  Primary Responsibility: Engineering & Planning
Division - a&b
Treatment Division - c&d
Strategies:
a. Evaluate and update current Master Plan to re-
flect current econcmic conditions and needs on
an annual basis.
b. Complete and bring Eklutna Water Project on
line January 1, 1989.
c. Review and update water rights for critical
wells. (Action step to include working with
the Department of Natural Rescurces.
d. Develop commuinity awareness program by August
31, 1989 concerning potential condemnation of
water supply.
E. REGULATORY COMPLIANCE
1. Objective:
To ensure that all water and wastewater treatment
facilities meet current and anticipated NPDES per-
mit limits and Safe Drinking Water Act Standards. X X X
Primary Responsibility: Treatment Division.
Strategies:
a. Remain proactive in develcpment of requlation
through professional groups and lobby groups.
b. Maintain a satisfactory Pretreatment Program.
C. Ensure that laboratory is responsive to regu-
latory requirements.
d. Incorporate into the Capital Improvement Pro—
gram any necessary treatment enhancements.
©. Ensure that treatment staff is adequately
trained to meet all operational, analytical,
and testing requirements by December 31, 1989,
2. Objective:
Gather all data necessary in support of retaining X

the 301(h) waiver of secondary treatment at Pt.
Woronzof.

Primary Responsibility: Treatment Division.

Strategies:

a. Initiate Phase 2 of permit renewal process
by January, 1989.

b. Continue 301(h) monitoring effort and submit
required information to EPA by November 1,
1989.
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VIII. AWWU'S FISCAL POLICIES AND BUDGETS

The Anchorage Water and Wastewater Utility consists of two separate and distinct
business entities which are regulated as such by the Alaska Public Utilities
Commission (APUC). The Water Utility is currently charging rates to its custo-
mers which are based on a debt service coverage calculation methcdology as
directed by the APUC. The Wastewater Utility is currently charging rates to its
customers which are based on an historical test year, rate base rate-of-return
methodology.  Revenue requirement studies are currently being undertaken for
both utilities, using the traditional rate base rate-of-return methodology. The
Water Utility will seek extraordinary ratemaking treatment for Eklutna, which is
expected to be closed to plant in January of 1989,

The Utilities should be allowed to earn a requlatory net income which will pro-
vide for major repair, replacement and the acquisition of non-major plant assets.
The Utilities must be financially sound in order to maintain favorable bond
market ratings.

The Utilities have reduced Capital Improvement Programs to reflect current eco-
nomic conditions. At least $50 million of projects have been reprogrammed to
later time periods in the 1989-1994 program. Surmary information for the six~
year period covered will be included in the strategic plan. Details of the pro-
gram are available in the AWMU CIP document.

A summary of the 1989 Capital and operating budgets is included in this section
of the plan. By April 1989, and for subsequent years, it is AWWU's intenticn to
develop six-year financial projections for both capital and cperating budgets
for inclusion in the strategic plan.



AWWU STRATEGIC PLAN
FINANCIAL ASSUIMPTICONS
1989

RATES: The Water Utility will receive a 40% interim rate increase to he
effective 1-1-89 with a 10% additional permanent increase in
August, 1989, The Wastewater Utility will receive a 15% interim
rate increase effective 1-1-89 with an additional 5% permanent in-
Crease in August, 1989,

LABOR: 280 positions 1-1-89., Labor costs will not exceed 1988 lovel.

SUPPLIES/OTHER SERVICES: Cut supplies by 10%.
Hold other services to 1988 level.

INTRAGOVERNMENTAL CHARGES: Same level as 1987,
MUSA: 10% mill rate increase assumed.

DEPRECIATION: Based on estimated closures from Engineering using APLC
approved rates.

NON-OPERATING REVENUE: Assumes interest rate of 6.25% on funds in general
cash pool.

AFUDC: Capitalized interest on outstanding bonds @ 8%. Future honds 3
10%. »

BOND/LOANS: Water - $10M in October, 1989. Wastewater — S10M in Zetober,
1989,

<~ 3/
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IX. IMPLEMENTATION OF CORPORATE STRATEGIC PLAN

The AWWU 1989 strategic plan is an effort to increase clarity of purpcse and
direction for the Utility. 1In order to accomplish the objectives of the plan
and move in the direction established, specific action plans and implementation
steps will be required. In addition, implementation efforts will need to be
closely monitored to assure compliance with planned accorplishments and allow
for timely corrective actions and plan revisions.

This section of the plan outlines the major tasks required to implement the plan
and the desired linkages to management and control systems.

A. IMPLEMENTATION TASKS

The efforts presented below will be completed each year upon adoption of
the strategic plan. These tasks link the corporate strategic plan to
annual operational work programs and also to budgets.

1. Prepare division strategic plans, which will include division mission
statements, objectives and strategies.

2. Prepare appropriate action plans for inclusion in division strategic
plan.

3. Follewing adoption of the Municipal budget, implement the d&ivision
plans and their operational work programs.

4. Monitor key assumptions and measure accomplishments toward desired ob-
jectives. Take corrective actions and revise work programs as appro-
priate.

B. MISSION, VALUES, AND OBJECTIVES

Day-to-day decisions should be made in the context of AWU's mission,
values, and objectives as spelled out in the strategic plan. All activi-
ties undertaken should be in support of this overall direction.

C. CONTINGENCIES

The strategic plan is based on judgments relative to the most likely out-
comes assoclated with each of the major external factors discussed earlier
in the plan. The plan may need to be reassessed in light of new cir-
cumstances which may substantially change our earlier assurptions. The
external factors or potential events which AWWU will monitor in order to
track significant variations include the following:

Acquisition of the 1994 Olympics

Status of AMWR (Arctic National Wildlife Refuge) oil exploration
Eagle River Ski Resort development

Military Buildup/Reduction

Selection of Anchorage as a home port for the military

The price of oil-~increases or decreases as they affect State spending
and oil industry activity

Use of State funds for countercyclical spending

© o o o o o



~=Windfall Revenues
—~~Permanent Fund Earnings
~~Other funds (savings, etc.)
Gas pipeline activity
Natural Disasters
Substantial changes in current regulations (e.g., loss of 301(h) waiver)
Weather
Major financial assumptions cutlined in Section VIII.

¢ o o o

o

AWWU will develop contingency plans which will address the financial, op-~
erational, organizational, and capital improvement program impacts for the
following items:

° Eagle River Ski Resort development

® Natural Disaster Planning

¢ Substantial changes in current regulations

¢ Foreign trade zone (possible land use option for AWMU land at Minnesota
and Internaticnal)

The level of detail of these contingency plans will depend on the timing,
impact, and probability of occurence of these events.

spl/1spl
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MUNICIPALITY OF ANCHORAGE

-5

Utility
ANCHORAGE WATER & WASTEWATER UTILITY

Division

Budget Year
1989

DIVISIONS 1988
Manager 11
Engineering 45
Treatment 66
Operations B4
Finance 23
Regulatory -

Customer Service 52
Admin Services 31

Total 312

WORKFORCE PROJECTION

1989

10
33
63
82
16

5

50

285

1990

10
33
63
82
-16'
5
50
26

285

10

33

63

83

16

50

26

286

10
33
63
83

16

286

1993

10
33
63
84

16

287

1993

10
33
63
84

16

287

For’l"l



MU¥TIPALITY OF ANCHORAGE

Utitiey Division Budget Yea
ANCHORAGE WATER & WASTEWATER UTILITY 7 "
1989
1989 BUDGET ASSUMPTIONS
Salaries and Wages: Wage increase of 3%.
Benefits: Same level as 1988, 34% of labor costs.
Inflation Factor: Inflation assumed at 4%. Chemicals and paper costs have increased over 20%.
Debt Service: Interest on revenue bonds assumed to be 8.75%
Interest Income: Interest on short-term investments anticipated to be 6.53%.

Intragovernmental Changes: Assumed to remain at 1988 levels.

Mill Rate Increase: MUSA assumes a 5.5% mill rate increase.
Vacancy Factor: 2%
Overtime: 3% of payroll.
Form UT1 , -
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