Next Ord:  1593-07
M Next Res: 761-07
=*CITY OF .

@

MISSION STATEMENT

edro-Woolley City government is to provide selected services
that are not traditionally offered by the private sector. This will be achieved through
providing the highest quality services we can within the resources with which we're provided,;
involving residents in all aspects of planning and operations; serving as a clearinghouse
for public information; and operating facilities which meet the legitimate, identified
concerns of the residents of and visitors to our community.

We believe in being community-centered, consistently contributing to the quality of life
in our area and as fully deserving of the public’s trust through the
consistent expression of positive values and acceptance
of accountability for producing meaningful results.

CITY COUNCIL WORKSESSION

AGENDA
December 4, 2007
7:00 PM
Sedro-Woolley Community Center
703 Pacific Street

Ordinance - Proposed Amendment to SWMC 17.50.030 — Landscaping

Sewer Rates

(Future Rate & Fee Increases)
(Staff Contact - Eron Berg

Council Topics
(Opportunity for Councilmembers to bring up topics for future discussion/action)



CAP FACIL CHG SUMM

CITY OF SEDRO-WOOLLEY

DRAFT - UPDATED 10/22/07

Inserted current project costs from Debbie's sheet and engineer est.

SUMMARY - CAPITAL FACILITIES CHARGE

Current Ordinance

$ 7,266

Includes $1,650 for growth share of treatment plant bonds

Proposed Revision

$ 8,926

Adjust for actual and current estimates for projects thru 2010

CAPITAL FACILITIES CHARGE ALTERNATIVES

Completed Projects Since 1994
Equiv Units - 2004

Cost per Equiv Unit

Growth Share of Treatment Plant Bonds

Cost per Equiv Unit

Future Projects Allocated to Future Customers %

Increase in Equiv Units
Cost per Equiv Unit

Range for Capital Facilities Charge

Future Share Only

Future Share + Share of Treatment Plant I
Future Share + Share of Completed

$ 9,742,342
3,865

S 2,521
$ 1,650
15,105,885

2,076

$ 7,276
$ 7,276
$ 8,926
$ 9,797

Equivalent Units Calculation

2004 2010
base flow 0.36 0.53 mgd
1&I 1.10 1.24 mgd
|& factor 2.06 1.34 factor
100 gpd/person
2.6 p/household
260 260 gpd/household
2.06 1.34 &I factor
2,070,000 2,070,000 gpd plant
3,865 5,941 Equiv Units
[ 2,076 |Increase in Equiv Units

K. Isaksen: Sedro-Woolley Capital Facilities Charge, DRAFT 11/19/2007, Page 4
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SUMM PROPOSAL

CITY OF SEDRO-WOOLLEY

SEWER FINANCIAL OUTLOOK
Prepared by: Katy Isaksen & Associates
Draft for Discussion - October 22, 2007

1. CONSTRUCTION PROJECT SUMMARY

Project costs have increased substantially over the estimates from the 2004 Sewer Comp Plan as is
typical of the industry over this period of time. The summary below indicates the estimated remaining
project cost to be funded by the PWTF loans and Cumulative Reserve identified for 2007 & 2008.
Any cost overruns will have to be funded with City funds and should be carefully monitored.

Other future projects planned will require additional funding. Care should be taken to focus on
completion of existing projects prior to committing funds for additional projects.

REMAINING PROJECT COST

Design ? 300,000
Construction
Metcalf St 1,017,000
SR20 2,894,875
Township St. (P12) 1,598,000
Township St. (P13) 3,122,000
McGarigle Rd. 330,000
Est. Consiruction Remaining 8,961,875
Clarifier 1,300,000
TOTAL Remaining Project Cost 10,561,875
FUNDING SOURCES
PWTF Draws
PreConstruction Loan Draw 176,625
2006 Construction Loan Draw 2,100,000
2008 Construction Loan 6,023,000
Subtotal PWTF 8,299,625
Cumulative Reserve
Local Match Reg'd from Cum. Reserve 1,200,000
Add'l Required from Cum. Reserve 1,062,250
Subtotal Cum. Reserve 2,262,250
TOTAL Funding Sources 10,561,875

2. CAPITAL FACILITIES CHARGE

The current Capital Facilities Charge of $7,266 was calculated with the 2004 project cost estimates.
This charge also includes the growth share toward debt repayment on the Treatment Plant revenue
bonds. Just as the project costs have risen to reflect the higher project costs, the Capital Facilities
Charge should also be adjusted to continue to reflect growth's share of the costs.

SUMMARY - CAPITAL FACILITIES CHARGE
Current Ordinance $ 7,266
Includes $1,650 for growth share of treatment plant bonds

Proposed Revision $ 8,926
Adjust for actual and current estimates for projects thru 2010

3. RATE OUTLOOK

K. Isaksen: KIA DRAFT1 SEWER OUTLOOK SUMMARY 102207 .xls, Page 1



SUMM PROPOSAL

The rate outlook from 2005 identified rate increases necessary to meet anticipated loan repayments
to complete the capital improvements. An additional rate increase of $2.00/Mo. was anticipated

in 2009 as the City moved to the next phase of improvements. In reality, the City is poised to have an
additional PWTF loan to complete the first phase of improvements. Debt repayment for this second
PWTF construction loan would require a rate increase to assure repayment. While the City is
interested in potentially moving toward a capped annual rate adjustment (say 3% or less based on
CPI), it is important to consider the impact of additional loan repayment on rates. Two alternatives
are provided for consideration.

Connection fees of $100,000 per year have been scheduled toward PWTF loan repayment. This is in
addition to the $250,000 per year toward the Revenue Bond payments on the Treatment Plant.

ALT. A - SET RATE INCREASE TO MEET 2ND PWTF LOAN - NEED $8 BY 2009

2008 2009 2010 2011
Monthly Rate Increase - by year $2.00 $2.00 $4.00 $1.00
Single Family Monthly Rate = $45.75 $47.75 $49.75 $53.75 $54.75
Subtotal Operating Expenses 1,977,750 2,049,390 2,124,234 2,202,426
Subtotal Debt Service 677,737 725,416 1,041,723 1,037,914
Net Available for Other Capital 67,742 115,352 7,958 20,527

This scenario will meet operating expense and debt payments (after $100,000 from connection fees).
The Net Available for Other Capital would be used to fund Cured-In-Place and Other Improvements.

ALT. B - SET RATE INCREASE TO BE CAPPED AT 3% OR LESS AT CPI

2008 2009 2010 2011
Monthly Rate Increase - by year $1.37 $1.41 $1.46 $1.50
Single Family Monthly Rate = $45.75 $47.12 $48.54 $49.99 $51.49
Subtotal Operating Expenses 1,977,750 2,049,390 2,124,234 2,202,426
Subtotal Debt Service 877,737 725,416 1,041,723 1,037,914
Net Available for Other Capital 33,346 48,113 (204,829) (163,349)
warning warning

This scenario would not meet debt payments in 2010, the year that the first principal payment is due
on the 2008 PWTF loan.

ALT. C - SET RATE INCREASE TO BE CAPPED AT 3% OR LESS AT CPIl, EXCEPT FOR 2010

2008 2009 2010 2011
Monthly Rate Increase - by year $1.37 $1.41 $5.46 $1.62
Single Family Monthly Rate = $45.75 $47.12 $48.54 $53.99 $55.61
Subtotal Operating Expenses 1,977,750 2,049,390 2,124,234 2,202,426
Subtotal Debt Service 677,737 725,416 1,041,723 1,037,914
Net Available for Other Capital 33,346 48,113 24,029 72,451

This scenario would meet debt payments in 2010, the year that the first principal payment is due
on the 2008 PWTF loan.

K. Isaksen: KIA DRAFT1 SEWER QUTLOOK SUMMARY 102207 xlIs, Page 2
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REV PROP (2) REVISED DRAFT 10/29/07

CITY OF SEDRO-WOOLLEY

SEWER FINANCIAL OUTLOOK
Prepared by: Katy Isaksen & Associates
Revised Draft - October 29, 2007

1. ADJUST CAPITAL FACIL CHG (CFC) TOWARD DEBT TO ALLOW FOR 3% ANNUAL RATE INCREASE

While it may be desirable to achieve level annual increases at a slower pace, it is important to understand the impact
the PWTF loan debt repayment will have on sewer revenue requirements. The current annual debt repayment funded
by rates is approximately $300,000. This is anticipated to be nearly $700,000 in 2008 with repayment of the 2006
construction loan and over $1,000,000 in 2008 with the second PWTF construction loan. These steps for new PWTF
loan repayment provide a challenge for low annual rate increases. Yes, additional CFC can be programmed toward
PWTF debt repayment with the higher CFC charge, see discussion in 2. below about risk and trade-off. In addition,
the City must be careful to preserve the Sewer Cumulative Reserve Fund 410 for the completion of the critical sewer
interceptor project.

2. IF INCREASE CAPITAL FACILITIES CHARGE (CFC) TO $9,797

If the Capital Facilities Charge were increased to $9,797, the estimated amount of connection fees
would be increased. The amount of increase would depend on the number of new connections in
each year. The first $250,000 each year from connection fees goes to the repayment of the treatment
plant revenue bonds. The table below shows the number of connections and revenue anticipated.

By increasing the amount programmed toward the PWTF debt repayment, the risk increases that in a

slow year or years, the debt payment would have to be made up from reserves, rates or other sources.
The slow year in our study is 50 new ERU's and is used in the comparison of alternative CFC charges

below. 2007 is estimated to be 87 ERU's. The funds that are not programmed toward debt repayment
are available for other capital improvements.

[  COMPARISON OF CFC AMOUNTS 2006 2007 2008 2009 2010 2011 |
New Connections (ERU's) 157 87 100 100 53 50
Connection Fee - Existing $7,266 $7,266 $7,266 $7,266 $7,266 $7,266 $7,266
Estimated Conn. Fee Revenue 1,140,762 632,142 726,600 726,600 385,098 [ 363,300
Conn. Fee toward WWTP Rev. Bond (250,000)
Conn. Fee toward PWTF debt -
Programmed toward Debt ] (250,000)
Available for Other Capital Improv. 113,300
Connection Fee - Incr. to $8,926 $7,266 $7,266 $8,926 $8,926 $8,926 $8,926
Estimated Conn. Fee Revenue 1,140,762 632,142 892,600 892,600 473,078 | 446,300
Conn. Fee toward WWTP Rev. Bond (250,000)
Conn. Fee toward PWTF debt (100,000)
Programmed toward Debt { (350,000}
Available for Other Capital Improv. 96,300
Connection Fee - Incr. to $9,797 $7,266 $7,266 $9,797 $9,797 $9,797 $9,797
Estimated Conn. Fee Revenue 1,140,762 632,142 979,700 979,700 519,241 489,850
Conn. Fee toward WWTP Rev. Bond (250,000)
Conn. Fee toward PWTF debt (140,000)
Programmed toward Debt [ (390,000)
Available for Other Capital Improv. 99,850

Change in Methodology - The $9,797 represents a change in the methodology of calculating the
CFC and is an option available to the Council. This was an option discussed with the sewer comp
plan update. Chapter 10 of the sewer comp plan describes the current methodology. The language
in the code should be reviewed to ensure consistency.

K. Isaksen: KIA REV DRAFT2 SEWER OUTLOOK 102807 xls, Page 1



REV PROP (2) REVISED DRAFT 10/29/07

3. RATE OUTLOOK - REVISED SCENARIOS
As requested, | have prepared an alternative that includes CFC of $9,797 and a capped annual rate
adjustment of 3% or less based on CPl.

Connection fees of $140,000 per year have been scheduled toward PWTF loan repayment. This is in
addition to the $250,000 per year toward the treatment plant revenue bond payments for a total of $390,000 per year.

ALT.D - CFC $9,797 AND SET RATE INCREASE TO BE CAPPED AT 3% OR LESS AT CPI

2008 2009 2010 2011
Monthly Rate Increase - by year $1.37 $1.41 $1.46 $1.50
Single Family Monthly Rate = $45.75 $47.12 $48.54 $49.99 $51.49
Sewer Charges & Misc. Rev. 2,588,833 2,727,519 2,865,728 2,981,591
Conn. Fees toward PWTF Debt 140,000 140,000 140,000 140,000

Subtotal Operating Revenue 2,728,833 2,867,519 3,005,728 3,121,581
Subtotal Operating Expenses 1,977,750 2.049,390 2,124,234 2,202,426
Subtotal Debt Service 677,737 725,416 1,041,723 1,037,914
Net Available for Other Capital 73,346 92,713  (160,229) (118,749)
warning warning
This scenario would not meet debt payments in 2010, the year that the first principal payment is due
on the 2008 PWTF loan.

ALT. E - CFC $9,797 AND SET RATE INCREASE TO BE CAPPED AT 3% OR LESS AT
CPI, EXCEPT 2009 INCLUDES $2.00 INCREASE ANTICIPATED FOR DEBT

2008 2009 2010 2011
Monthly Rate Increase - by year $1.37 $3.41 $1.52 $1.56
Single Family Monthly Rate = $45.75 $47.12 $50.54 $52.05 $53.61
Sewer Charges & Misc. Rev. 2,588,833 2,839,548 2,981,190 3,100,628
Conn. Fees toward PWTF Debt 140,000 140,000 740,000 140,000

Subtotal Operating Revenue 2,728,833 2979548 3,121,190 3,240,628
Subtotal Operating Expenses 1,977,750 2049300 2,124,234 2,202,426
Subtotal Debt Service 677,737 725416 1,041,723 1,037,914
Net Available for Other Capital 73,346 204,742 (44,767) 288
warning
This scenario would be closer to meeting debt payments in 2010. It would require an
additional $45,000 to be transferred from Cum. Reserve in 2010 to meet debt.

BASE ALT. - SET RATE INCREASE TO MEET 2ND PWTF LOAN - NEED $8 BY 2010

2008 2009 2010 2011
Monthly Rate Increase - by year $2.00 $2.00 $4.00 $1.00
Single Family Monthly Rate = $45.75 $47.75 $49.75 $53.75 $54.75
Sewer Charges & Misc. Rev. 2,623,229 2,794,558 3,078,316 3,165,266
Conn. Fees toward PWTF Debt 100,000 100,000 100,000 100,000

Subtotal Operating Revenue 2,723,229 2,894,558 3,178,316 3,265,266
Subtotal Operating Expenses 1,977,750 2,049,300 2,124,234 2,202,426
Subtotal Debt Service 677,737 725416 1,041,723 1,037,914
Net Available for Other Capital 67,742 119,752 12,358 24,927
This scenario will meet operating expense and debt payments (after $100,000 from connection fees).
The Net Available for Other Capital would be used to fund Cured-In-Place and Other Improvements.

By increasing the CFC contribution to PWTF debt repayment to $140,000, the $1.00 increase would not
be necessary and 2010 would require $3.50.

K. Isaksen: KIA REV DRAFT2 SEWER OUTLOOK 102907 .xls, Page 2



REV PROP (2) REVISED DRAFT 10/29/07

4. CONSTRUCTION PROJECT SUMMARY - COPIED FROM PREVIOUS SUMMARY

Project costs have increased substantially over the estimates from the 2004 Sewer Comp Plan as is
typical of the industry over this period of time. The summary below indicates the estimated remaining
project cost to be funded by the PWTF loans and Cumulative Reserve identified for 2007 & 2008.
Any cost overruns will have to be funded with City funds and should be carefully monitored.

Other future projects planned will require additional funding. Care should be taken to focus on
completion of existing projects prior to committing funds for additional projects.

REMAINING PROJECT COST

Design ? 300,000
Construction
Metcalf St 1,017,000
SR20 2,894,875
Township St. (P12) 1,598,000
Township St. (P13) 3,122,000
McGarigle Rd. 330,000
Est. Construction Remaining 8,961,875
Clarifier 1,300,000
TOTAL Remaining Project Cost 10,561,875
FUNDING SOURCES
PWTF Draws
PreConstruction Loan Draw 176,625
2006 Construction Loan Draw 2,100,000
2008 Construction Loan 6,023,000

Subtotal PWTF 8,299,625

Cumulative Reserve
Local Match Req'd from Cum. Reserve 1,200,000

Add'l Required from Cum. Reserve 1,062,250
Subtotal Cum. Reserve 2,262,250
TOTAL Funding Sources 10,561,875
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