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Developing the Capital Improvement Program

Board & Community Engagement Processes

Presented by:
Jessica Collins, Unit Manager — Business Planning and Analysis Unit
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Agenda

1. CIP Development e —
A. New project identification o b
B. Adding/removing projects
C. Tools to aid Board in decision-making

2. Next Steps
A. Integrated Financial Planning Calendar




Identifying new projects for the CIP

How are new capital projects identified
and initially validated?



Annual CIP 5-Year Plan Timeline

) Capital Improvement Program 5-Year Plan >
Evaluation Team Preliminary Draft Final

FINANCIAL ANALYSIS
WORKSHOPS

Evaluation Team Recommendations
A.New Projects
B. Funding Sources
C. Projects for Removal

Public Review Publish CIP Final
& Hearings Five-Year Plan
Cost-Benefit
Analysis

Initially Validated
Projects
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‘ Staff Receives Board Direction
‘ Board Adopts CIP 5-Year Plan

Dec-Jan ® Feb-May Jun

® Jul-Nov

' CIP Committee and/or Board Feedback

A

’ Key Decision Points for Board & valleyWater



Drivers for New Capital Projects

e

Minimizing asset life-cycle costs while sustainably delivering the levels of service that meet customer expectations at
an acceptable level of risk as expressed through the Board. (I-EL-6.4.a)




Initial Project Validation for CIP Preliminary Five-Year Plan

1. Business Case Report*

A. Life-cycle Cost

B. Risk

C. Options

D. Costs: Capital, O&M, Benefits

2. Initially Validated Project

3. Evaluation Team

A. Prioritization
1) Funding Filters & Categories
B. Resource Analyses
1) Funding (Internal/External)
2) Staff

* Staff evaluates the lifecycle costs of different capital,

non-capital, or non-asset-based solutions

IV. LIFE-CYCLE COSTING (LCC)AND BUSII‘

A. Summary Table - see attached.
Use the VVaiation ToolKi to prepare a We-cyc
business risk exposure (BRER) foreach feasip
detailed instructions. Altach the summary ana
B. BRE Assumptions
Describe any assumptions used in determining
s Provide reasoning for Cof scoves.
o Provide an explanation of any redunda.
C. LCC Assunptions

Describe any key assumptions used in develop

. OPTIONS ANALY SIS

aing the maintenance mogra'mo meetth
include increasing the freq

ion. 1 includes reulacr—nentu'e
cornJo ne nfpdn or pano or eau 'vafen. intervention sufi ,

{0 as-new condiition.

Augmenting an asset or adding a new asset, typicallyto 1
sewice or capacity requirements.

m Retiring the asset at the endof its useful iife

Non Asset Solutions A solution that meets the project objective(s) without changing the assetor its
operations and maintenance plans rmples include changing poliies,
contracts, or permit requirements to decrease demandon the asset, suchas

conservation.
identify any other feasible aematives

oot A termplate is providedin

ription tothis ref
the table above, attach a detailed descriptiont Sacoscription. The templatels

of information that should be includedint
tion can be attached

For eachviable optionin e
AppendixA as an example of the
nofreqwred Any reasonable descripi




Adding/removing projects
from the CIP

How are capital projects added or
removed from the CIP?



Annual CIP 5-Year Plan Timeline

> Capital Improvement Program 5-Year Plan >
Evaluation Team Preliminary Draft Final

FINANCIAL ANALYSIS
WORKSHOPS

Evaluation Team Recommendations
A.New Projects
B. Funding Sources
C. Projects for Removal

Initially Validated
Master Plan Projects

Public Review Publish CIP Final
& Hearings Five-Year Plan
Cost-Benefit
Analysis
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‘ Staff Receives Board Direction
‘ Board Adopts CIP 5-Year Plan

Dec-Jan ® Feb-May Jun

® Jul-Nov

' CIP Committee and/or Board Feedback

A

’ Key Decision Points for Board & valleyWater



Next Steps

Upcoming CIP Committee and
Board Meetings



Annual CIP, Biennial Budget & Water Charges Development Timeline

We are here

CIP Preliminary CIP Draft 5-year Plan,
Sl St Pl Disve ojpine 5-year Plan Public Review & Hearings
. r r ]
Water Water Charge Development PAWS : ;
(Investment Scenarios) Report Public Hearings

SETHEE D D D

Operations Biennial Budget .
Long-term Forecast Development Budget Passes & Work Study Sessions
Adopt:
Board Workshops CIP, Water Charges, &
Biennial Budget
D D
. . . . . . Publish
Financial Modeling Public Review & Hearings Documents

Staff Receives Staff Receives Board
Board Feedback Board Direction Adoption

- r [  wowent
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Next Steps

Integrated Financial Planning Schedule for the FY 2026-27 CIP, Water Rates and Budget Development Cycle

Board Mg
Date

Ref Board Cmte Date Milestone

9/15/202% CIF‘S:? Annual CIP Development Process)Integrated Financial Planning Schedule

10/14/25% Annual CIP Development Process/Integrated Financial Planning Scheduls

10/20/25 CIp Review of Initially Validated & Unfunded Projects

111325 Water Rate Planning Overview

1

2

3

4 Review Proposed Improvements to CIP Pricritization; and "Review of Initially Validated & Unfunded Projects
L

[

Bienmnial Budget Process Review

Review Significant Project Plan Updates; List of Re-Prioritized Capital Projects; and CIP Preliminary Five-Year Plan [w/funding discussion focused on financial modeling & major changes)

12/15/2025 CIP — - - - ——
Initiate SCW Public Hearing Process {if required)

CIP Preliminary Five-Year Plan to Board [Provide direction regarding project list for development of Draft Five-Year Plan}

Watersheds prelim 10 year financial analysis (show prelim W55 and SCW fund graphs and discuss funding issues) combinad

1/13/26 = - - : -
Prelim Water Rate Analysis to Board |Prelim water rate scenarios) Presentation

Set time and place for SCW Public Hearing (if required)

1=t pass budget update

1/27f26 - . - -
Open SCW Public Hearing and Cont. (if required)

2/10/26 Cont. or Close SCW Public Hearing (if required)

2/24f26 Close SCW Public Hearing (if required)

2nd pass budget update

3/10/26
CIP Draft Five-Year Plan to Board

4/14f26 GW charge public hearings begin

4/16/26 GW charge public hearing in South County (Gilroy)

GW charge public hearings close

4/28/26

-

CIP Public Hearing begins

Budget Work-study session

4/23/26
= CIP Public Hearing continues

21 Clase CIP Public Hearing

5/12/286
i 2/ Board adoption of Water Rates, CIP Five-Year Plan, Budget, Investment and Debt Resolutions {final documents to be publised by 6/30/28)

Last Updated: 08282025 Budget SCW
Water Rates  All Other/Combined

(1]
CIP




Updates
Available
Online

SCAN THE QR CODE:

Or visit this website:
delivr.com/24wqn
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