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I - INTRODUCTION 

Parametrix contracted with Financial Consulting Solutions Group, Inc. (FCS Group) to 
perform a surface water rate study for the City of SeaTac (the City) to evaluate the 
sufficiency of the City’s current rates and assess the impact of impending National 
Pollutant Discharge Elimination System (NPDES) requirements.  To do so, specific tasks 
included: 

 Developing an estimated revenue requirement and cash flow projection for the 
next 5 years of capital construction, incorporating:  

o The list of capital projects currently in development by the City 

o Current financial information including a review of the utility's capital 
financing status, financial policies and procedures. 

o Key policy issues impacting the utility such as capital facilities charges 
and utility fiscal policies. 

 A separate calculation of accompanying capital facilities charges (CFCs) for 
future consideration by the City. 

Section II of this memorandum focuses on the revenue requirements and presents the 
approach, the supporting fiscal policies, methods, and assumptions used in the revenue 
requirements analysis to accomplish these tasks along with the findings and conclusions. 
Section III describes the use of CFCs and presents the analyses for such charges should 
the City see a need to implement them in the future.   

Appendix A includes the detailed spreadsheets supporting the study results. Two issue 
papers discussing “capital facilities charges” and “utility fiscal policies” are included in 
Appendix B. 

 

II – REVENUE REQUIREMENTS 

A. Approach 

The revenue requirements analysis forecasts the amount of annual revenue needed from 
rates. The analysis incorporates operating revenues, operating and maintenance (O&M) 
expenses, debt service payments, rate funded capital needs, and any other identified 
revenues or expenses related to utility operations, and determines the sufficiency of the 
current level of rates. Revenue needs are also impacted by specific fiscal policies and 
financial goals of the utilities, as described herein. 

The analysis determines the amount of revenue needed in a given year to meet that year’s 
expected financial obligations. For this analysis, two revenue sufficiency criteria have 
been developed to reflect the financial goals and constraints of the utility: (1) cash flow 
must be met, and (2) revenue bond coverage requirements must be realized. In order to 
operate successfully with respect to these goals, both tests of revenue sufficiency must be 
met. 
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The cash flow test identifies all known cash requirements for the utility in each year of 
the study period. First, capital needs are identified and a capital funding strategy is 
established. Typically, this may include the use of debt, cash reserves, outside assistance, 
and rate funding. Cash requirements to be funded from rates are then determined. 
Typically, these include O&M expenses, debt service, system replacement funding or 
directly funded capital outlays, and any additions to specified reserve balances. The total 
annual cash needs of the utility are then compared to projected cash revenues under 
current rates.  

The revenue bond coverage test then assesses the utility’s ongoing ability to satisfy 
coverage requirements as delineated in the City’s bond ordinance (99-1023).  This takes 
into consideration the coverage requirement, allowable revenues, and expenses that are 
considered to be “operational.”   

The maximum projected revenue shortfall resulting from these two tests is identified and 
the rate increases necessary to make up the shortfall are then estimated. 

B. Supporting Fiscal Policies 

In concert with the revenue requirement analysis, fiscal policies are identified to maintain 
the long-term financial health and performance of the utility. A brief summary of the key 
policies incorporated into the revenue requirement analysis is provided below. 

System Replacement Funding   The purpose of system replacement funding is to provide 
for the replacement of aging system facilities to ensure sustainability of the system for 
ongoing operations. A common approach of municipal utilities is to incorporate a 
replacement funding (or equity accumulation) mechanism based on annual depreciation 
expense as a reasonable level of reinvestment in the system. 

Annual depreciation is a non-cash expense intended to recognize the consumption of 
utility assets over their useful lives. Collecting annual depreciation expense through rates 
provides a funding source for those capital expenditures related to repair and replacement 
of existing utility plant-in-service. Further, funding depreciation through rates helps to 
ensure that existing ratepayers pay for the use of the assets serving them, with the cash 
flow funding at least a portion of the eventual replacement of those assets. 

Reserve Levels   Financial reserves are a necessary and appropriate part of prudent utility 
management practices. The City maintains separate accounting for an "Operating Fund" 
and "Capital Fund" in order to distinguish the different "sources" and "uses" of the 
operating and capital funds. 

 Operating Reserves. Operating reserves are designed to provide a liquidity 
cushion to ensure that adequate cash working capital will be maintained to 
address significant cash balance fluctuations, such as seasonal fluctuations in 
billings and receipts, unanticipated cash operating expenses, or lower than 
expected revenue collections. Target funding levels are generally expressed in 
number of days’ cash operating expenses, with the minimum requirement varying 
with the expected risk of unanticipated needs. 

City of SeaTac surface water rates are based on the amount of developed area on 
each individual parcel, and are billed annually on the King County property tax 
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statement.  A majority of these bills are paid in April and October installments.  
Because the basis of charging changes very little from year to year, the surface 
water utility generates relatively constant and predictable total rate revenue.  Due 
to the fee’s inclusion on the property tax statement, however, approximately 96% 
of the 2007 rate revenue was received in 4 months of the year (April, May, 
October, and November).  To ensure ongoing fiscal health, this revenue pattern 
requires that the City either (1) begin each year with at least six months of cash 
operating expenses or (2) be prepared to use warrants (intra-City loans) to fund 
ongoing surface water operations until the April/October revenue is received.  
With the input of City staff, the target operating fund balance was set at 180 days 
(6 months) of cash operating expenditures. 

 Capital Contingency Reserves.   The capital fund holds grant, loan and bond 
proceeds, other capital-related revenues, and surplus operating fund balances 
designated for capital construction and replacement projects. The study assumes 
that cash from rates for system replacement funding and balances in excess of the 
minimum requirements in the operating fund are transferred to the capital fund at 
year’s end and become available for capital use in subsequent years. 

A capital contingency reserve is an amount of cash set aside in case of an 
emergency, should a piece of equipment or a portion of the utility’s infrastructure 
fail unexpectedly. Additionally, the reserve could be used for other unanticipated 
capital needs, including project cost overruns. These reserves are not intended to 
cover the costs of system-wide failures resulting from catastrophic events.  A 
more common practice is to carry insurance for such purposes. 

There are several ways to set the level of contingency reserves.  We recommend 
that the City maintain a contingency reserve minimum balance equal to 1% of 
assets (original cost), resulting in a projected reserve level of $209,961 in 2009.  
This assumption is used in the analytical work. 

A portion of the capital fund is restricted for projects relating to the Des Moines 
Creek Basin.  This portion is comprised of the contributions from external 
jurisdictions, which are cooperatively funding these capital projects with the City.  
The projected unrestricted capital fund balance was monitored over the course of 
the study period to ensure the achievement of a prudent minimum balance of 1% 
of utility assets. 

A more detailed discussion of these fiscal policies and FCS Group’s recommendations 
are provided in Appendix B, issue paper #2. 

C. Analyses, Findings and Conclusions 

To conduct the revenue requirement analyses, the following assumptions were used: 

 Revenues and O&M expenditure projections are based on the 2008 budget. 

 Customer growth rates are based on City estimates for customer growth of 1.0% 
per year. 
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 Annual labor cost general inflation, and capital construction cost inflation rates 
are assumed to be 5% each. 

 In addition to projected O&M expenditures based on the current service levels, it 
is assumed that one “Program Manager” and one “Program Coordinator” are 
hired as of July 1, 2009, along with approximately $8,000 of associated direct 
expenses, directly related to addressing NPDES requirements. 

 Full depreciation is calculated at approximately $250,000 in 2008, and debt 
service principal in 2008 is $300,000.  Annual requirements for rate-funded 
system reinvestment are often based on full depreciation less debt service 
principal.  Because debt service principal in this case is greater than full 
depreciation, the current City practice is recommended and assumed to continue 
in the analysis. 

 The annual fund earnings rate is assumed to be 2.29% through 2010, and 4.0% 
thereafter. 

 Transfers out to the general fund are as budgeted for 2008, and total $177,450, but 
these expenses are assumed to be partially offset in 2009 and thereafter by SWM 
permit fees, which are collected in the general fund.  The 2009 expense is 
adjusted down by $100,000 accordingly, and the remaining transfer out is 
escalated into future years by general cost inflation. 

 No capital facilities charge revenue is assumed in the projections, although a 
charge is calculated and presented in Section III of this memorandum as an option 
for future consideration. 

Based on the above, Exhibit 1 provides a summary of the revenue requirement analysis 
(see Appendix A for details) for each year in the planning period.  The Capital Funding 
portion of the table shows total planned capital spending, as well as the source(s) of 
funding used to meet those expenditures.  The Revenue Requirements portion of the table 
summarizes the impact of all utility financial obligations, net of available cash and non-
rate revenues, on rates.  The Ending Fund Balances portion of the table shows the 
forecasted fund balances at the end of each year in the planning period, broken out among 
operating (working capital), capital, and debt reserves (required by covenants on existing 
debt).  The capital fund balance is further broken out between restricted balances 
associated with the Des Moines Creek improvements and unrestricted funds available for 
capital.  
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Exhibit 1: Summary of Revenue Requirement Analyses 

Capital Funding 2008 2009 2010 2011 2012 2013
Total Capital Projects 981,000$    2,205,000$ 298,450$    308,373$    318,791$     329,731$     

Use of Capital Fund Balance 981,000$     2,205,000$  298,450$     308,373$     318,791$     329,731$     
Direct Rate Funding -                   -                   -                   -                   -                   -                   

Total Funding Sources 981,000$    2,205,000$ 298,450$    308,373$    318,791$     329,731$     

Revenue Requirements 2008 2009 2010 2011 2012 2013
Revenues

Rate Revenues Under Existing Rates 1,681,112$  1,693,228$  1,705,466$  1,717,826$  1,730,309$  1,742,917$  
Non-Rate Revenues 82,336         34,377         33,188         55,340         55,376         55,413         

Total Revenues 1,763,448$ 1,727,605$ 1,738,654$ 1,773,166$ 1,785,685$  1,798,330$  

Expenses
Cash O&M Expenses 1,319,910$  1,274,446$  1,337,037$  1,403,103$  1,472,117$  1,544,573$  
NPDES Compliance Expense -                   114,239       238,140       250,047       262,549       275,677       
Existing Debt Service 390,888       392,378       383,203       383,963       388,720       -                   
Rate Funded CIP -                   -                   -                   -                   -                   -                   

Total Expenses 1,710,798$ 1,781,063$ 1,958,380$ 2,037,113$ 2,123,386$  1,820,250$  

Annual Rate Adjustment 0.00% 0.00% 18.05% 2.90% 4.71% 0.00%
Monthly Rate Per SFR 6.90$          6.90$          8.15$          8.38$          8.78$           8.78$          

Rate Revenues After Rate Increase 1,681,112$  1,693,228$  1,928,537$  1,985,792$  2,073,152$  2,089,189$  
Net Cash Flow After Rate Increase 52,650         (53,457)        (0)                 (0)                 (0)                 319,158       
Coverage After Rate Increases 1.42 1.25 1.29 1.44 1.46 1.31

Ending Fund Balances 2008 2009 2010 2011 2012 2013
Operating Fund 942,886$     889,429$     889,429$     889,429$     889,429$     1,196,876$  
Capital Fund 4,892,436    3,093,473    3,174,561    3,317,305    3,471,547    3,649,746    
Debt Reserve Fund 403,925       403,925       403,925       403,925       403,925       16,535         
Total 6,239,247$ 4,386,826$ 4,467,915$ 4,610,659$ 4,764,901$  4,863,158$  

Combined Minimum Target Balance 1,298,717$  1,393,670$  1,435,206$  1,478,593$  1,136,706$  

DMC Restricted Capital Fund 1,787,822$  1,933,763$  2,088,294$  2,287,587$  2,500,641$  2,728,294$  
Unrestricted Capital Fund 3,104,614    1,159,710    1,086,267    1,029,718    970,906       921,453       
Total 4,892,436$  3,093,473$  3,174,561$  3,317,305$  3,471,547$  3,649,746$   

Capital Projects and Funding Sources   The utility had over $3.2 million in its capital 
fund at the beginning of 2008. The budgeted capital expenditures in 2008 were close to 
$1.0 million.  The City also compiled a list of capital projects that would be built in the 
coming years. The total cost of the utility’s proposed capital improvement program is 
close to $4.1 million in 2008 dollars. The City plans to implement the proposed CIP in 
six (6) years starting in 2008. 

Because of the healthy cash position of the operating and capital funds, the utility should 
have enough available cash to pay for these projected capital needs without seeking 
external funding.  As can be seen from the above exhibit, our projections indicate that the 
City can hold rates constant in 2009 and still meet bond coverage obligations.  In 2010 
and beyond, it is projected that the utility’s rate strategy will need to be reevaluated in 
order to meet the utility’s financial obligations. 

Rate Revenue Requirements   In 2007, utility rate revenue totaled approximately $1.7 
million and non-rate revenue was over $140,000. Total operating and maintenance 
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expenditures were approximately $1.5 million.  With rates held constant in 2008, the 
utility budgeted for approximately $1.7 million in rate revenues and $1.7 million for 
O&M expenditures (including operating transfers for capital).  2008 is projected to 
generate a small rate surplus while achieving adequate revenue bond coverage.  At the 
beginning of 2008, the utility had over $3.0 million in its operating fund. 

In anticipation of higher capital expenditures, the implementation of a compliance 
program for NPDES, and escalating O&M program costs, the City will run a small cash 
flow deficiency in 2009 but will still achieve revenue bond coverage of 1.25.  2010 is 
projected to require a significant rate increase in order to meet bond coverage 
requirements and/or prevent negative operating cash flow.  

 

III – CAPITAL FACILITIES CHARGES 

While City staff has decided not to pursue the implementation of Capital Facilities 
Charges for 2009, the use of such an instrument was considered, and remains an option 
for the future.  This section discusses the theory and analysis behind such charges, and 
calculates the current CFC level based on City plant information. 

 

A. Use of Capital Facilities Charges 

Capital Facilities Charges (CFCs) are sources of funding used by utilities to support 
capital needs.  CFCs are imposed on new customers as a condition of service.  The 
underlying premise of the CFC is that new customers should pay for a pro rata share of 
the cost of providing system capacity, and through this mechanism offset growth-related 
costs that would not have been necessary in the absence of customer growth. 

The purpose of the CFC is twofold: (1) to provide a funding source for capital 
construction; and (2) to recover an equitable portion of investment in the system from 
new customers.  In the absence of a CFC, growth-related costs would be borne by 
existing customers to a large extent.  Intended to recover a pro-rata share of the capital 
cost of the utility’s capital facilities, the CFC should be imposed in addition to any 
operational cost of connecting to the system (e.g., a meter installation charge).   

The cost of the system to be recovered by the capital facilities charge can be defined in 
two parts: 

• The cost of existing facilities.  Original construction cost is the cost basis for 
existing facilities.  In addition, State law allows collection of up to 10 years of 
interest on the cost of these assets.  This cost is net of donated facilities, whether 
from grants, developers, or through Utility Local Improvement Districts (ULIDs).  

• The cost of future capital facilities.   It is also recommended that the City include 
projects planned for construction.  Projects funded by external agencies, 
developers or special assessments may not be included in this calculation.   

With these costs established, the CFC calculation is simply the cost of capacity divided 
by some unit of capacity representative of a typical customer’s needs, in this case 
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Equivalent Residential Units (ERUs)1.  A more detailed discussion of allowable costs and 
basis for charging CFCs is provided in issue paper #1 of Appendix B.  It is possible to 
impose CFCs lower than the legal maximum as a matter of policy. 

B. Calculation of Capital Facilities Charge 

As discussed above, the capital facilities charge is based on two components: (1) the 
recovery of existing asset value, and (2) the recovery of a portion of anticipated capital 
improvement costs.  Each component is addressed below. 

• Existing Cost Basis.  The allocable asset base calculation is based on the year-end 
2005 asset schedule.   According to that schedule, the original cost of capital 
assets is $17.8 million.  Contributions-in-aid of construction (CIAC), grant 
funding and other outside source-funded assets, equal to $6.2 million, were then 
subtracted from the total asset base amount to determine the net asset value 
eligible for CFC inclusion.  The net asset value equals $11.6 million. 

Washington law allows for the recovery of up to ten years’ worth of interest on 
existing non-contributed assets, at the interest rate prevailing at the time of 
construction.  We used the fixed asset schedule to determine cumulative allocable 
interest.  For each individual asset, we first determined the applicable age (the 
minimum of the actual age or 10 years), and the interest rate at the time of 
construction (based on bond buyer's revenue bond index).  The applicable age and 
interest rates were then applied to each asset’s original cost.   The aggregate 
interest cost eligible for recovery under CFC is approximately $4.8 million, and 
this amount was added to the CFC existing cost basis.   

Finally the total construction work in progress listed in the 2006 CAFR was 
$8.9M, and this amount is included in the asset base.   

The existing cost basis eligible for recovery through the CFC (net asset cost plus 
eligible interest) equals $25.3 million. 

• Future Cost Basis.  The capital improvement plan calls for about $4.1 million in 
new projects over the next six years.  Of this amount, approximately $100,000 is 
classified as repair and replacement, and thus is not eligible for recovery through 
the CFC.  Also, $1.2M of contributions is scheduled to be received from external 
jurisdictions during the 2008-2013 period.  Projects funded by these contributions 
are also ineligible for recovery via the CFC.  The net amount, which includes 
projects identified as upgrade and/or expansion net of future contributions, is 
equal to $2.8 million.  This amount is included in the total cost basis to be 
recovered through the CFC. 

The existing cost basis ($25.3 million) is divided by the total projected customer base in 
2018 (14,964 ERU’s) to arrive at the CFC component for existing plant. This equates to a 
charge of $1,690 per ERU. The future cost basis ($2.8 million) is divided by the 2018 
customer base to arrive at the CFC component for future plant. This equates to a charge 
of $189 per ERU.  The capital facilities charge is the sum of these two components, or 
$1,879 per ERU. 
                                                 
1 One ERU) is assumed to be approximately 3,000 square feet of impervious area for analytical purposes. 
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At an annual growth rate of 1.0%, the CFC would generate between $254,000 and 
$265,000 per year for capital purposes.  Actual results will vary significantly due to 
actual growth patterns.   

C. Final Conclusions and Regional Comparison of Rates and Charges 

Exhibit 2 shows how the City’s current monthly ERU rate and optional CFC compares to 
other similar Cities in the region.  It should be noted that the City has maintained some of 
the lowest surface water rates in the area.  

 

Exhibit 2: Comparison of Regional Surface Water Monthly Rates and CFC’s 
 

City
Monthly ERU 
Charge CFC

Duvall 16.92                      214                      
Redmond 16.56                      958                      
Bellevue 15.00                      558                      
Kirkland 14.15                      481                      
Issaquah 14.06                      789                      
Tacoma 13.87                      -                       
Newcastle (2009) 13.28                      n/a
Mercer Island 13.00                      7,852                   
Sammamish 12.50                      570                      
North Bend 12.36                      550                      
Auburn 11.50                      1,162                   
Des Moines 9.83                        n/a
Olympia 9.79                        870                      
Burien 9.25                        n/a
Monroe 9.00                        n/a
Renton 7.41                        1,012                   
Bellingham 7.00                        678                      
SeaTac 6.90                      1,879 (optional)
Federal Way 6.58                        n/a
Kent 6.00                        197                      
Tukwila 5.92                        n/a  
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City of SeaTac
Surface Water Management Utility
Summary

Capital Funding 2008 2009 2010 2011 2012 2013
Total Capital Projects 981,000$      2,205,000$  298,450$     308,373$     318,791$      329,731$     

Use of Capital Fund Balance 981,000$      2,205,000$   298,450$      308,373$      318,791$      329,731$      
Direct Rate Funding -                   -                   -                   -                   -                   -                   

Total Funding Sources 981,000$      2,205,000$  298,450$     308,373$     318,791$      329,731$     

Revenue Requirements 2008 2009 2010 2011 2012 2013
Revenues

Rate Revenues Under Existing Rates 1,681,112$   1,693,228$   1,705,466$   1,717,826$   1,730,309$   1,742,917$   
Non-Rate Revenues 82,336          34,377          33,188          55,340          55,376          55,413          

Total Revenues 1,763,448$   1,727,605$  1,738,654$  1,773,166$  1,785,685$   1,798,330$  

Expenses
Cash O&M Expenses 1,319,910$   1,274,446$   1,337,037$   1,403,103$   1,472,117$   1,544,573$   
NPDES Compliance Expense -                   114,239        238,140        250,047        262,549        275,677        
Existing Debt Service 390,888        392,378        383,203        383,963        388,720        -                   
Rate Funded CIP -                   -                   -                   -                   -                   -                   

Total Expenses 1,710,798$   1,781,063$  1,958,380$  2,037,113$  2,123,386$   1,820,250$  

Annual Rate Adjustment 0.00% 0.00% 18.05% 2.90% 4.71% 0.00%
Monthly Rate Per SFR 6.90$           6.90$           8.15$           8.38$            8.78$           8.78$           

Rate Revenues After Rate Increase 1,681,112$   1,693,228$   1,928,537$   1,985,792$   2,073,152$   2,089,189$   
Net Cash Flow After Rate Increase 52,650          (53,457)        (0)                 (0)                 (0)                 319,158        
Coverage After Rate Increases 1.42 1.25 1.29 1.44 1.46 1.31

Ending Fund Balances 2008 2009 2010 2011 2012 2013
Operating Fund 942,886$      889,429$      889,429$      889,429$      889,429$      1,196,876$   
Capital Fund 4,892,436     3,093,473     3,174,561     3,317,305     3,471,547     3,649,746     
Debt Reserve Fund 403,925        403,925        403,925        403,925        403,925        16,535          
Total 6,239,247$   4,386,826$  4,467,915$  4,610,659$  4,764,901$   4,863,158$  

Combined Minimum Target Balance 1,054,840$  1,298,717$  1,393,670$  1,435,206$  1,478,593$  1,136,706$  

DMC Restricted Capital Fund 1,787,822$   1,933,763$   2,088,294$   2,287,587$   2,500,641$   2,728,294$   
Unrestricted Capital Fund 3,104,614     1,159,710     1,086,267     1,029,718     970,906        921,453        
Total 4,892,436$   3,093,473$   3,174,561$   3,317,305$   3,471,547$   3,649,746$   

PREPARED BY FCS GROUP, INC.
(425) 867-1802

Model_6Oct08 DMCreplout.xls
12/8/2008 1:56 PM

Summary Revised
Page 1



City of SeaTac
Surface Water Management Utility

Input of Data and Assumptions
Economic & Financial Factors 2008 2009 2010 2011 2012 2013

1 General Cost Inflation 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%

2 Labor Cost Inflation 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%

3 Customer Growth 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

4 Construction Cost Inflation 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%

5 [Other A] 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

5 State B&O Tax 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%

6 [Other B] 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

6 Fund Earnings 2.29% 2.29% 2.29% 4.00% 4.00% 4.00%

7 General Inflation plus Growth 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%

Existing Rate ($/ERU) 2008

1 ERU = 3,000 sq. ft. of impervious area

Residential (R) 82.80$           per year

6.90$             per month

Adj. Customer Growth (ERUs) 2008 2009 2010 2011 2012 2013

All Customer Classes 19,217           19,409           19,603           19,799           19,997           20,197           

All Customer Classes Net of Port ERUs 13,546           13,682           13,819           13,957           14,097           14,237           

Accounting Assumptions 2008 2009 2010 2011 2012 2013

403/406 Surface Water Management Funds

Beginning Operating Cash Balance [a] 3,038,708$    

406 Beginning Capital Cash Balance [a] 3,209,977$    

Restricted Balance for Existing Bond Reserves 403,925$       
Input Annual Credit to Port (in addition to current credit) 0% -$                   -$                   -$                   -$                   -$                   

403 FISCAL POLICY RESTRICTIONS NOTE: Currently (9/12/08) there is $3,209,978 of "Net Assets" in 406, $2,034,749 of which is 

Minimum Working Capital (days of O&M expense) 180 180 180 180 180 180

Maximum Working Capital (days of O&M expense) 240 240 240 240 240 240

Minimum Capital Fund Balance - % of plant assets 0.0% 1.0% 1.0% 1.0% 1.0% 1.0%

REPLACEMENT FUNDING

5 -$                   -$                   -$                   -$                   -$                   -$                   

RESERVE UTILIZATION

Use of Cash Reserves to Meet Annual Obligations -$                   -$                   -$                   -$                   -$                   -$                   

EXTERNAL FUNDING

Annual Amount of Interfund Assistance -$                   -$                   -$                   -$                   -$                   -$                   

Annual Repayment of Interfund Loans -$                   -$                   -$                   -$                   -$                   -$                   

[a] Beginning Operating and Capital Fund Cash Balances are citing actual data for available cash balances per Assistant Finance Director Email 25sept08

Annual Depreciation less Debt Principal

PREPARED BY FCS GROUP, INC.
(425) 867-1802

Model_6Oct08 DMCreplout.xls
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12/8/2008  1:56 PM
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City of SeaTac
Surface Water Management Utility

Input of Data and Assumptions

Capital Financing Assumptions 2008 2009 2010 2011 2012 2013

GRANTS

Proceeds Anticipated (to 406) -$                   -$                   -$                   -$                   -$                   -$                   

334.03.10.005 Proceeds Anticipated (to 403) 75,000$         

CAPITAL FACILITIES REVENUES

Capital Facilities Charges -$                   -$                   -$                   -$                   -$                   -$                   

REVENUE BONDS

Term (years) 20 20 20 20 20 20

Interest Cost 5.00% 5.00% 5.00% 6.00% 6.00% 6.00%

Issuance Cost 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

REVENUE-SUPPORTED GENERAL OBLIGATION BONDS [a]

Term (years) 20 20 20 20 20 20

Interest Cost 4.00% 4.00% 4.00% 5.00% 5.00% 5.00%

Issuance Cost 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

STATE LOAN

Term (years) 20 20 20 20 20 20

Interest Cost 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%

[a] Tax-supported general obligation bonds are assumed to be accounted for in the General Fund; terms and annual obligations of such bonds are not factors in this analysis.

PREPARED BY FCS GROUP, INC.
(425) 867-1802

Model_6Oct08 DMCreplout.xls
Input
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City of SeaTac
Surface Water Management Utility

Input of Data and Assumptions
Existing Debt Service - Revenue Bonds 2008 2009 2010 2011 2012 2013

TOTAL REVENUE BONDS 

Annual Interest Payment 90,888$         77,378$         63,203$         48,963$         33,720$         17,390$         

Annual Principal Payment 300,000         315,000         320,000         335,000         355,000         370,000         

Total Annual Payment 390,888$       392,378$       383,203$       383,963$       388,720$       387,390$       

Reserve to Pay Debt Service -$                   -$                   -$                   -$                   -$                   387,390$       

Existing Debt Service - G.O. Bonds 2008 2009 2010 2011 2012 2013

TOTAL G.O. BONDS

Annual Interest Payment -$                   -$                   -$                   -$                   -$                   -$                   

Annual Principal Payment -                     -                     -                     -                     -                     -                     

Total Annual Payment -$                   -$                   -$                   -$                   -$                   -$                   

Existing Debt Service - Other Loans 2008 2009 2010 2011 2012 2013

TOTAL OTHER LOANS

Annual Interest Payment -$                   -$                   -$                   -$                   -$                   -$                   

Annual Principal Payment -                     -                     -                     -                     -                     -                     

Total Annual Payment -$                   -$                   -$                   -$                   -$                   -$                   

[a] Enter payments for revenue-supported G.O. issues only.  Tax-supported bonds are assumed to be accounted for in the General Fund and do not impact this analysis.
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City of SeaTac
Surface Water Management Utility

Input of Data and Assumptions

403 Budget - Revenue 2008 2009 2010 2011 2012 2013

REVENUES Budget

343.83.00.000 Storm Drainage Fees and Charges 1,055,518      

343.83.01.000 WSDOT SWM Fees 34,112           

343.83.01.001 City Street SWM Fees 122,000         

343.83.01.002 Contract Maintenance Fee -                     

361.11.00.000 Investment Interest 125,000         

361.90.00.000 Other Interest Earnings 3,500             

0.000 Port of Seattle Revenues 469,482         469,482         469,482         469,482         469,482         469,482         

0.000 [Other]

0.000 [Other]

TOTAL REVENUES 1,809,612$    469,482$       469,482$       469,482$       469,482$       469,482$       

403 Budget - Expense 2008 2009 2010 2011 2012 2013

OPERATION AND MAINTENANCE Budget

538.38.1 Salaries and Wages 463,040$       

538.38.2 Personnel Benefits 173,950         

538.38.3 Supplies 30,800           

538.38.4 Other Services and Charges 325,370         

538.38.5 Intergovernmental Services and Taxes 7,356             

0.000 [Other]

0.000 [Other]

0.000 NPDES Compliance Expenses -                     

0.000 [Other]

0.000 [Other]

Total Operation and Maintenance 1,000,516$    -$                   -$                   -$                   -$                   -$                   

EXCISE TAX

538.38.53.000 Excise Tax (B&O) 27,144$         

NON CAPITAL OUTLAY

0.000 Non Capital Machinery and Equipment -$                   

0.000 [Other] -                     

Total Non Capital Outlay -$                   -$                   -$                   -$                   -$                   -$                   

INTERFUND PAYMENTS

597.04.0 Transfer Out/Fund #001 Adm Costs 177,450$       77,450$         

597.39.0 Transfer Out/Fund #406 DMC Basin O&M 73,800           77,490           81,364           85,433           89,705           94,190           

597.39.0 Transfer Out/Fund #406 DMC Basin Repl 41,000           43,050           45,202           47,462           49,835           52,327           

Total Interfund Payments 292,250$       197,990$       126,566$       132,895$       139,540$       146,517$       

TOTAL SURFACE WATER MANAGEMENT BUDGET 1,319,910$    197,990$       126,566$       132,895$       139,540$       146,517$       

534 30  DEPRECIATION EXPENSE

0.000 Depreciation Expense [b] 237,467$       Based on Asset Information through 2005

PREPARED BY FCS GROUP, INC.
(425) 867-1802
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City of SeaTac
Surface Water Management Utility

Input of Data and Assumptions
406 Surface Water Management Construction Fund - Revenue Input
Revenues

DMC ILA Maintenance and Operations - Port of Seattle 73,800$         77,490$         81,364$         85,433$         89,705$         94,190$         

DMC ILA Maintenance and Operations - Des Moines 32,400           34,020           35,721           37,507           39,382           41,351           

DMC ILA Replacement - Port of Seattle 41,000           43,050           45,202           47,462           49,835           52,327           

DMC ILA Replacement - Des Moines 18,000           18,900           19,845           20,837           21,879           22,973           

DMC Habitat Enhancement - POS 86,478           -                     -                     -                     -                     -                     

Interest Earnings 200,000         175,000         175,000         175,000         175,000         175,000         

Transfer In/SWM 403 Fund DMCB M&O 73,800           77,490           81,364           85,433           89,705           94,190           

Transfer In/SWM 403 Fund DMCB Repl 41,000           43,050           45,202           47,462           49,835           52,327           

Total 566,478$       469,000$       483,698$       499,134$       515,341$       532,358$       

[b]  Depreciation is a non-cash expense.

NPDES Compliance Expense Input
NPDES: Program Manager 111,000         116,550         122,378         128,496         134,921         141,667         

NPDES: Program Coordinator 90,000           94,500           99,225           104,186         109,396         114,865         

NPDES: Direct Costs 15,000           15,750           16,538           17,364           18,233           19,144           

NPDES Compliance Full Cost Input 216,000$       226,800$       238,140$       250,047$       262,549$       275,677$       

Enter portion of 2009 that will not incur NPDES Compliance Expense 50%

PREPARED BY FCS GROUP, INC.
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City of SeaTac
Surface Water Management Utility

Capital Improvement Program

Cost in Year: 2008

Improvement Projects (Upgrades & Expansions) TOTAL FORECASTED PROJECT COSTS

Rank Current Cost Year Description Life in Years % Upgrade % Expansion Specific Funding Source 2008 2009 2010 2011 2012 2013

1 180,000$           2008 Des Moines Creek Basin - Capitalized O&M 75 100% 0% 6 180,000$        -$                   -$                   -$                   -$                   -$                   

2 180,000$           2009 Des Moines Creek Basin - Capitalized O&M 75 100% 0% 6 -                     189,000          -                     -                     -                     -                     

3 180,000$           2010 Des Moines Creek Basin - Capitalized O&M 75 100% 0% 6 -                     -                     198,450          -                     -                     -                     

4 180,000$           2011 Des Moines Creek Basin - Capitalized O&M 75 100% 0% 6 -                     -                     -                     208,373          -                     -                     

5 180,000$           2012 Des Moines Creek Basin - Capitalized O&M 75 100% 0% 6 -                     -                     -                     -                     218,791          -                     

6 180,000$           2013 Des Moines Creek Basin - Capitalized O&M 75 100% 0% 6 -                     -                     -                     -                     -                     229,731          

7 100,000             2008 Spot Drainage Improvements -Capitalized O&M 75 100% 0% 6 100,000          -                     -                     -                     -                     -                     

8 95,238               2009 Spot Drainage Improvements -Capitalized O&M 75 100% 0% 6 -                     100,000          -                     -                     -                     -                     

9 90,703               2010 Spot Drainage Improvements -Capitalized O&M 75 100% 0% 6 -                     -                     100,000          -                     -                     -                     

10 86,384               2011 Spot Drainage Improvements -Capitalized O&M 75 100% 0% 6 -                     -                     -                     100,000          -                     -                     

11 82,270               2012 Spot Drainage Improvements -Capitalized O&M 75 100% 0% 6 -                     -                     -                     -                     100,000          -                     

12 78,353               2013 Spot Drainage Improvements -Capitalized O&M 75 100% 0% 6 -                     -                     -                     -                     -                     100,000          

13 5,000                 2008 Miller Creek Basin Plan - Capitalized O&M 75 100% 0% 6 5,000              -                     -                     -                     -                     -                     

14 16,000               2008 WRIA Plan - Capitalized O&M 75 100% 0% 6 16,000            -                     -                     -                     -                     -                     

15 15,238               2009 WRIA Plan - Capitalized O&M 75 100% 0% 6 -                     16,000            -                     -                     -                     -                     

16 200,000             2008 DMC Regional Detention Facility 75 100% 0% 6 200,000          -                     -                     -                     -                     -                     

17 80,000               2008 DMC Stream Bypass Pipeline 75 100% 0% 6 80,000            -                     -                     -                     -                     -                     

18 100,000             2008 DMC Habitat Restoration/Enhancement 75 100% 0% 6 100,000          -                     -                     -                     -                     -                     

19 200,000             2008 Sunrise View Bypass Pipeline Project 75 100% 0% 6 200,000          -                     -                     -                     -                     -                     

20 1,523,810          2009 Sunrise View Bypass Pipeline Project 75 100% 0% 6 -                     1,600,000       -                     -                     -                     -                     

21 285,714             2009 Additional Spot Drainage Improvements 75 100% 0% 6 -                     300,000          -                     -                     -                     -                     

22 100% 0% 6 -                     -                     -                     -                     -                     -                     

23 100% 0% 6 -                     -                     -                     -                     -                     -                     

24 100% 0% 6 -                     -                     -                     -                     -                     -                     

25 100% 0% 6 -                     -                     -                     -                     -                     -                     

4,038,710$        Total Improvement Projects 4,038,710$     -$               881,000$        2,205,000$     298,450$        308,373$        318,791$        329,731$        

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING
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City of SeaTac
Surface Water Management Utility

Capital Improvement Program

Repair and Replacement Projects TOTAL FORECASTED PROJECT COSTS

Rank Current Cost Year Description Life in Years % Upgrade % Expansion Specific Funding Source 2008 2009 2010 2011 2012 2013

1 100,000$           2008 DMC Marine View Dr Culvert Repl 100% 0% 6 100,000$        -$                   -$                   -$                   -$                   -$                   

2 100% 0% 6 -                     -                     -                     -                     -                     -                     

3 100% 0% 6 -                     -                     -                     -                     -                     -                     

4 100% 0% 6 -                     -                     -                     -                     -                     -                     

5 100% 0% 6 -                     -                     -                     -                     -                     -                     

6 100% 0% 6 -                     -                     -                     -                     -                     -                     

7 100% 0% 6 -                     -                     -                     -                     -                     -                     

8 100% 0% 6 -                     -                     -                     -                     -                     -                     

9 100% 0% 6 -                     -                     -                     -                     -                     -                     

10 100% 0% 6 -                     -                     -                     -                     -                     -                     

11 100% 0% 6 -                     -                     -                     -                     -                     -                     

12 100% 0% 6 -                     -                     -                     -                     -                     -                     

13 100% 0% 6 -                     -                     -                     -                     -                     -                     

14 100% 0% 6 -                     -                     -                     -                     -                     -                     

15 100% 0% 6 -                     -                     -                     -                     -                     -                     

16 100% 0% 6 -                     -                     -                     -                     -                     -                     

17 100% 0% 6 -                     -                     -                     -                     -                     -                     

18 100% 0% 6 -                     -                     -                     -                     -                     -                     

19 100% 0% 6 -                     -                     -                     -                     -                     -                     

20 100% 0% 6 -                     -                     -                     -                     -                     -                     

21 100% 0% 6 -                     -                     -                     -                     -                     -                     

22 100% 0% 6 -                     -                     -                     -                     -                     -                     

23 100% 0% 6 -                     -                     -                     -                     -                     -                     

24 100% 0% 6 -                     -                     -                     -                     -                     -                     

25 100% 0% 6 -                     -                     -                     -                     -                     -                     

100,000$           Total Repair & Replacement Projects 100,000$        -$                   -$                   -$                   -$                   -$                   

4,138,710$        Total Capital Costs 981,000$        2,205,000$     298,450$        308,373$        318,791$        329,731$        

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING

CALCULATED FUNDING
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City of SeaTac
Surface Water Management Utility

Operating Revenue and Expenditure Forecast
Revenues FORECAST BASIS 2008 2009 2010 2011 2012 2013

REVENUES
343.83.00.000 Storm Drainage Fees and Charges Customer Growth 1,055,518$    1,066,074$    1,076,734$    1,087,502$    1,098,377$    1,109,360$  

343.83.01.000 WSDOT SWM Fees Customer Growth 34,112           34,453           34,798           35,146           35,497           35,852         

343.83.01.001 City Street SWM Fees Customer Growth 122,000         123,220         124,452         125,697         126,954         128,223       

343.83.01.002 Contract Maintenance Fee Customer Growth -                    -                    -                    -                    -                    -                  

361.11.00.000 Investment Interest CALCULATED 78,836           30,842           29,618           51,734           51,734           51,734         

361.90.00.000 Other Interest Earnings Customer Growth 3,500             3,535             3,570             3,606             3,642             3,679           

0.000 Port of Seattle Revenues No Growth 469,482         469,482         469,482         469,482         469,482         469,482       

0.000 [Other] Customer Growth -                    -                    -                    -                    -                    -                  

0.000 [Other] Customer Growth -                    -                    -                    -                    -                    -                  

334.03.10.005 Proceeds Anticipated (to 403) No Growth 75,000           -                    -                    -                    -                    -                  

TOTAL REVENUE 1,763,448$    1,727,605$    1,738,654$    1,773,166$    1,785,685$    1,798,330$  

Expenditures FORECAST BASIS 2008 2009 2010 2011 2012 2013

OPERATION AND MAINTENANCE
538.38.1 Salaries and Wages Labor Cost Inflation 463,040$       486,192$       510,502$       536,027$       562,828$       590,969$     

538.38.2 Personnel Benefits Labor Cost Inflation 173,950         182,648         191,780         201,369         211,437         222,009       

538.38.3 Supplies General Cost Inflation 30,800           32,340           33,957           35,655           37,438           39,309         

538.38.4 Other Services and Charges General Cost Inflation 325,370         341,639         358,720         376,656         395,489         415,264       

538.38.5 Intergovernmental Services and Taxes General Cost Inflation 7,356             7,724             8,110             8,515             8,941             9,388           

0.000 [Other] General Cost Inflation -                    -                    -                    -                    -                    -                  

0.000 [Other] General Cost Inflation -                    -                    -                    -                    -                    -                  

0.000 NPDES Compliance Expenses General Cost Inflation -                    114,239         238,140         250,047         262,549         275,677       

0.000 [Other] General Cost Inflation -                    -                    -                    -                    -                    -                  

0.000 [Other] General Cost Inflation -                    -                    -                    -                    -                    -                  

Total Operation and Maintenance 1,000,516$    1,164,781$    1,341,209$    1,408,269$    1,478,683$    1,552,617$  

EXCISE TAX
538.38.53.000 Excise Tax (B&O) B&O Tax Rate 27,144$         25,914$         26,080$         26,597$         26,785$         26,975$       

NON CAPITAL OUTLAY
0.000 Non Capital Machinery and Equipment General Cost Inflation -$                  -$                  -$                  -$                  -$                  -$                

0.000 [Other] General Cost Inflation -                    -                    -                    -                    -                    -                  

Total Non Capital Outlay -$                  -$                  -$                  -$                  -$                  -$                

INTERFUND PAYMENTS
597.04.0 Transfer Out/Fund #001 Adm Costs [a] General Cost Inflation 177,450$       77,450$         81,323$         85,389$         89,658$         94,141$       

597.39.0 Transfer Out/Fund #406 DMC Basin O&M General Cost Inflation 73,800           77,490           81,364           85,433           89,705           94,190         

597.39.0 Transfer Out/Fund #406 DMC Basin Repl General Cost Inflation 41,000           43,050           45,202           47,462           49,835           52,327         

Total Interfund Payments 292,250$       197,990$       207,889$       218,284$       229,198$       240,658$     

TOTAL SURFACE WATER MANAGEMENT BUDGET 1,319,910$    1,388,685$    1,575,177$    1,653,150$    1,734,666$    1,820,250$  

534 30  DEPRECIATION EXPENSE
0.000 Depreciation Expense [b] Calc'd from "Input" and "Capital" 249,214$       278,614$       282,593$       286,705$       290,956$       295,352$     

TOTAL EXPENSES 1,569,124$    1,667,299$    1,857,770$    1,939,855$    2,025,621$    2,115,602$  
less:  Depreciation (Examined separately in rate analysis) (249,214)        (278,614)        (282,593)        (286,705)        (290,956)        (295,352)      

CASH OPERATING EXPENDITURES 1,319,910$    1,388,685$    1,575,177$    1,653,150$    1,734,666$    1,820,250$  

[a]  General Fund Transfer out decreases by $100K in 2009 due to new consideration of SWM permit fees as offset to overhead allocation

[b]  Depreciation is a non-cash expense.
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City of SeaTac
Surface Water Management Utility

Capital Funding Analysis
Summary of Expenditures 2008 2009 2010 2011 2012 2013

SURFACE WATER CAPITAL PROJECTS

Improvement Upgrades 881,000$        2,205,000$     298,450$        308,373$        318,791$        329,731$          

Expansions -                     -                     -                     -                     -                     -                       

Repairs and Replacements 100,000          -                     -                     -                     -                     -                       

TOTAL CAPITAL EXPENDITURES 981,000$        2,205,000$     298,450$        308,373$        318,791$        329,731$          

Capital Financing Plan 2008 2009 2010 2011 2012 2013

PROJECT-SPECIFIC FUNDING SOURCES

Revenue Bonds -$                   -$                   -$                   -$                   -$                   -$                     

Revenue-Supported G.O. Bonds -                     -                     -                     -                     -                     -                       

Tax-Supported G.O. Bonds -                     -                     -                     -                     -                     -                       

Developer Donations -                     -                     -                     -                     -                     -                       

Total Project-Specific Funding -$                   -$                   -$                   -$                   -$                   -$                     

Unfunded Capital Expenditures 981,000          2,205,000       298,450          308,373          318,791          329,731            

OTHER FUNDING SOURCES

Grants and Developer Contributions -                     -                     -                     -                     -                     -                       

Other Debt Proceeds [Note A] -                     -                     -                     -                     -                     -                       

Capital Fund Balance 981,000          2,205,000       298,450          308,373          318,791          329,731            

Rates -                     -                     -                     -                     -                     -                       

Total General Resources 981,000$        2,205,000$     298,450$        308,373$        318,791$        329,731$          

TOTAL CAPITAL RESOURCES 981,000$        2,205,000$     298,450$        308,373$        318,791$        329,731$          

Unfunded Capital Expenditures -                     -                     -                     -                     -                     -                       

NOTE A:  OTHER DEBT OPTION

Specify debt instrument: 1 1 1 1 1 1

Enter amount needed for projects: -$                   -$                   -$                   -$                   -$                   -$                     

Revenue Bond Revenue Bond Revenue Bond Revenue Bond Revenue Bond Revenue Bond

PREPARED BY FCS GROUP, INC.  
(425) 867-1802

Model_6Oct08 DMCreplout.xls
Capital Funding

12/8/2008  1:56 PM
Page 10



City of SeaTac
Surface Water Management Utility

Capital Funding Analysis
New Debt Computations 2008 2009 2010 2011 2012 2013

REVENUE BONDS

Amount to Fund -$                   -$                   -$                   -$                   -$                   -$                     

Issuance Costs -                     -                     -                     -                     -                     -                       

Reserve Required -                     -                     -                     -                     -                     -                       

Amount of Debt Issue -$                   -$                   -$                   -$                   -$                   -$                     

REVENUE-SUPPORTED G.O. BONDS

Amount to Fund -$                   -$                   -$                   -$                   -$                   -$                     

Issuance Costs -                     -                     -                     -                     -                     -                       

Amount of Debt Issue -$                   -$                   -$                   -$                   -$                   -$                     

STATE LOAN

Amount to Fund -$                   -$                   -$                   -$                   -$                   -$                     

Debt Service Summary 2008 2009 2010 2011 2012 2013

EXISTING DEBT SERVICE

Annual Interest Payments 90,888$          77,378$          63,203$          48,963$          33,720$          17,390$            

Annual Principal Payments 300,000          315,000          320,000          335,000          355,000          370,000            

Total Debt Service Payments 390,888$        392,378$        383,203$        383,963$        388,720$        387,390$          

Revenue Bond Payments Only 390,888          392,378          383,203          383,963          388,720          387,390            

NEW DEBT SERVICE

Annual Interest Payments -$                   -$                   -$                   -$                   -$                   -$                     

Annual Principal Payments -                     -                     -                     -                     -                     -                       

Total Debt Service Payments -$                   -$                   -$                   -$                   -$                   -$                     

Revenue Bond Payments Only -                     -                     -                     -                     -                     -                       

TOTAL DEBT SERVICE PAYMENTS 390,888$        392,378$        383,203$        383,963$        388,720$        387,390$          

Total Interest Payments 90,888            77,378            63,203            48,963            33,720            17,390              

Total Principal Payments 300,000          315,000          320,000          335,000          355,000          370,000            

Total Revenue Bond Payments Only 390,888          392,378          383,203          383,963          388,720          387,390            

PREPARED BY FCS GROUP, INC.  
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City of SeaTac
Surface Water Management Utility
Revenue Requirements Analysis

Cash Flow Sufficiency Test 2008 2009 2010 2011 2012 2013

EXPENSES

Cash Operating Expenses 1,319,910$   1,388,685$   1,575,177$   1,653,150$   1,734,666$   1,820,250$   

Existing Debt Service 390,888        392,378        383,203        383,963        388,720        -                    

New Debt Service -                    -                    -                    -                    -                    -                    

Interfund Loan Repayment (to other funds) -                    -                    -                    -                    -                    -                    

Rate-Funded Capital Improvement Program -                    -                    -                    -                    -                    -                    

Depreciation Funding -                    -                    -                    -                    -                    -                    

Additions Required to Meet Minimum Working Capital -                    -                    -                    -                    -                    8,229            

Total Expenses 1,710,798$   1,781,063$   1,958,380$   2,037,113$   2,123,386$   1,828,478$   

REVENUES

Utility Sales 1,211,630$   1,223,747$   1,235,984$   1,248,344$   1,260,827$   1,273,436$   

Other Revenue 469,482        469,482        469,482        469,482        469,482        469,482        

Operating and Bond Reserve Fund Interest Earnings 78,836          30,842          29,618          51,734          51,734          51,734          

Other Interest Earnings 3,500            3,535            3,570            3,606            3,642            3,679            

Interfund Resources -                    -                    -                    -                    -                    -                    

Use of Reserves -                    -                    -                    -                    -                    -                    

Total Revenue 1,763,448$   1,727,605$   1,738,654$   1,773,166$   1,785,685$   1,798,330$   

CASH TEST REVENUE DEFICIENCY (SURPLUS) (52,650)$       53,457$        219,726$      263,947$      337,701$      30,148$        

Coverage Sufficiency Test 2008 2009 2010 2011 2012 2013

EXPENSES

Cash Operating Expenses (net DMC Replacement) 1,278,910$   1,345,635$   1,529,975$   1,605,688$   1,684,831$   1,767,923$   

Revenue Bond Debt Service 390,888        392,378        383,203        383,963        388,720        387,390        

Revenue Bond Coverage Requirement: 5 97,722          98,094          95,801          95,991          97,180          96,848          

Total Expenses 1,767,520$   1,836,107$   2,008,978$   2,085,641$   2,170,731$   2,252,160$   

ALLOWABLE REVENUES

Stormwater Sales 1,211,630$   1,223,747$   1,235,984$   1,248,344$   1,260,827$   1,273,436$   

Other Revenue 469,482        469,482        469,482        469,482        469,482        469,482        

Interest Earnings - All Funds 152,345        142,879        100,458        178,717        184,426        190,596        

Total Revenue 1,833,457$   1,836,107$   1,805,924$   1,896,542$   1,914,735$   1,933,513$   

Coverage Realized before rate increase 1.42              1.25              0.72              0.76              0.59              0.43              

COVERAGE TEST REVENUE DEFICIENCY (SURPLUS) (65,937)$       -$                  203,054$      189,099$      255,996$      318,647$      

1.25
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City of SeaTac
Surface Water Management Utility
Revenue Requirements Analysis

Rate Increase Required 2008 2009 2010 2011 2012 2013

Maximum Deficiency From Tests -$                  53,457$        219,726$      263,947$      337,701$      318,647$      

Net Revenue From Prior Rate Increases -                    -                    -                    221,923        266,586        341,078        

Revenue Deficiency -$                  53,457$        219,726$      42,024$        71,114$        -$                  

Plus: Adjustment for State B&O Tax -                    814               3,346            640               1,083            -                    

Total Revenue Deficiency -$                  54,271$        223,072$      42,664$        72,197$        -$                  

Rate Revenue Before Rate Increase (Incl. previous increases) 1,211,630$   1,223,747$   1,235,984$   1,473,646$   1,531,474$   1,619,707$   

Required Annual Rate Increase 0.00% 4.43% 18.05% 2.90% 4.71% 0.00%

Number of Months New Rates Will Be In Effect 12                 12                 12                 12                 12                 12                 

Info: Percentage Increase to Generate Required Revenue 0.00% 4.43% 18.05% 2.90% 4.71% 0.00%

Policy Induced Rate Increases 0.00% 0.00%

ANNUAL RATE INCREASE 0.00% 0.00% 18.05% 2.90% 4.71% 0.00%

CUMULATIVE RATE INCREASE 0.00% 0.00% 18.05% 21.47% 27.19% 27.19%

Full Year Rate Revenues After Rate Increase 1,211,630$   1,223,747$   1,459,056$   1,516,310$   1,603,671$   1,619,707$   

Net Cash Flow After Rate Increase 52,650          (53,457)         (0)                  (0)                  (0)                  319,158        

Coverage Realized After Rate Increase 1.42              1.25              1.29              1.44              1.46              1.31              

RESULTING ANNUAL RATE - $/RESIDENTIAL PARCEL 82.80$          82.80$          97.74$          100.57$        105.31$        105.31$        

RESULTING MONTHLY RATE - $/RESIDENTIAL PARCEL 6.90$            6.90$            8.15$            8.38$            8.78$            8.78$            

RESULTING ANNUAL RATE - $/VL ACRE 49.50$          49.50$          58.43$          60.13$          62.96$          62.96$          

RESULTING ANNUAL RATE - $/L ACRE 168.50$        168.50$        198.91$        204.67$        214.32$        214.32$        

RESULTING ANNUAL RATE - $/M ACRE 349.00$        349.00$        411.99$        423.92$        443.90$        443.90$        

RESULTING ANNUAL RATE - $/MH ACRE 674.00$        674.00$        795.64$        818.68$        857.27$        857.27$        

RESULTING ANNUAL RATE - $/H ACRE 855.00$        855.00$        1,009.31$     1,038.53$     1,087.49$     1,087.49$     

RESULTING ANNUAL RATE - $/VH ACRE 1,120.00$     1,120.00$     1,322.14$     1,360.42$     1,424.55$     1,424.55$     
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City of SeaTac
Surface Water Management Utility
Revenue Requirements Analysis

2008 2009 2010 2011 2012 2013

Projected Rate Revenues w/o Any Rate Increase 1,211,630$   1,223,747$   1,235,984$   1,248,344$   1,260,827$   1,273,436$   

Additional Revenues From 2008  Rate Increase -                    -                    -                    -                    -                    -                    

Additional Revenues From 2009  Rate Increase -                    -                    -                    -                    -                    

Additional Revenues From 2010  Rate Increase 223,072        225,302        227,555        229,831        

Additional Revenues From 2011  Rate Increase 42,664          43,091          43,522          

Additional Revenues From 2012  Rate Increase 72,197          72,919          

Additional Revenues From 2013  Rate Increase -                    

Total Additional Revenues From Rate Increases -$                  -$                  223,072$      267,966$      342,843$      346,272$      

EFFECTIVE RATE REVENUES AFTER RATE INCREASE 1,211,630$   1,223,747$   1,459,056$   1,516,310$   1,603,671$   1,619,707$   

Additional State Excise Taxes

Additional State B&O Taxes From 2008  Rate Increase -                    -                    -                    -                    -                    -                    

Additional State B&O Taxes From 2009  Rate Increase -                    -                    -                    -                    -                    

Additional State B&O Taxes From 2010  Rate Increase 3,346            3,380            3,413            3,447            

Additional State B&O Taxes From 2011  Rate Increase 640               646               653               

Additional State B&O Taxes From 2012  Rate Increase 1,083            1,094            

Additional State B&O Taxes From 2013  Rate Increase -                    

Total Additional State Excise taxes From Rate Increases -$                  -$                  3,346$          4,019$          5,143$          5,194$          

Memorandum Items:

Annual Growth Rate 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

State B&O Tax Rate 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%
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City of SeaTac
Surface Water Management Utility
Revenue Requirements Analysis

Fund Activity 2008 2009 2010 2011 2012 2013

OPERATING FUND

Beginning Balance 3,038,708$   942,886$      889,429$      889,429$      889,429$      889,429$      

plus:  Net Cash Flow after Rate Increase 52,650          (53,457)         (0)                  (0)                  (0)                  319,158        

plus: Grant Proceeds 75,000          -                    -                    -                    -                    -                    

less:  Transfer of Surplus to Capital Reserve (2,223,472)    -                    -                    -                    -                    (11,710)         

Ending Balance 942,886$      889,429$      889,429$      889,429$      889,429$      1,196,876$   

Minimum Working Capital 650,915        684,831        776,800        815,252        855,452        897,657        

Maximum Working Capital 867,886        913,108        1,035,733     1,087,003     1,140,602     1,196,876     

Days of Cash O&M (Working Capital) Realized 261               234               206               196               187               240               

CAPITAL FUND

Beginning Balance 3,209,977$   4,892,436$   3,093,473$   3,174,561$   3,317,305$   3,471,547$   

plus:  Depreciation Funding -                    -                    -                    -                    -                    -                    

plus:  Interlocal Agreement Revenues (DMC) 251,678        173,460        182,132        191,239        200,801        210,841        

plus:  Fund 403 Transfers in 114,800        120,540        126,566        132,895        139,540        146,517        

plus:  Developer Donations -                    -                    -                    -                    -                    -                    

plus:  Capital Facilities Charges -                    -                    -                    -                    -                    -                    

plus:  Grant Proceeds -                    -                    -                    -                    -                    -                    

plus:  Net Debt Proceeds Available for Projects -                    -                    -                    -                    -                    -                    

plus:  Interest Earnings 73,508          112,037        70,841          126,982        132,692        138,862        

plus:  Transfer of Surplus from Operating Fund 2,223,472     -                    -                    -                    -                    11,710          

less: Taxes - B&O -                    -                    -                    -                    -                    -                    

less:  Capital Fund Expenditures (981,000)       (2,205,000)    (298,450)       (308,373)       (318,791)       (329,731)       

Ending Balance 4,892,436$   3,093,473$   3,174,561$   3,317,305$   3,471,547$   3,649,746$   

Minimum Balance (Contingency) -$                  209,961$      212,945$      216,029$      219,217$      222,514$      
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City of SeaTac
Surface Water Management Utility
Revenue Requirements Analysis

2008 2009 2010 2011 2012 2013

CAPITAL FUND RESTRICTED AND UNRESTRICTED BALANCES

DMC Restricted Beginning Balance 2,034,748$   1,787,822$   1,933,763$   2,088,294$   2,287,587$   2,500,641$   

plus: DMC funding 366,478$      294,000$      308,698$      324,134$      340,341$      357,358$      

plus: Interest (allocated by Beg. Bal.) 46,596$        40,941$        44,283$        83,532$        91,503$        100,026$      

less: DMC projects (660,000)$     (189,000)$     (198,450)$     (208,373)$     (218,791)$     (229,731)$     

DMC Restricted Ending Fund Balance 1,787,822$   1,933,763$   2,088,294$   2,287,587$   2,500,641$   2,728,294$   

Unrestricted Beginning Fund Balance 1,175,229$   3,104,614$   1,159,710$   1,086,267$   1,029,718$   970,906$      

plus: Operating Fund Excess Bal. Transfers 2,223,472$   -$                  -$                  -$                  -$                  11,710$        

plus: Interest (allocated by Beg. Bal.) 26,913$        71,096$        26,557$        43,451$        41,189$        38,836$        

less: Non-DMC projects (321,000)$     (2,016,000)$  (100,000)$     (100,000)$     (100,000)$     (100,000)$     

Unrestricted Ending Fund Balance 3,104,614$   1,159,710$   1,086,267$   1,029,718$   970,906$      921,453$      

Total Capital Fund (check) 4,892,436$   3,093,473$   3,174,561$   3,317,305$   3,471,547$   3,649,746$   

OK OK OK OK OK OK

BOND RESERVE

Beginning Balance 403,925$      403,925$      403,925$      403,925$      403,925$      403,925$      

plus:  Reserve Funding from New Debt -$                  -$                  -$                  -$                  -$                  -$                  

less: Debt Reserve to Pay Final Annual Payment -                    -                    -                    -                    -                    (387,390)       

Ending Balance 403,925$      403,925$      403,925$      403,925$      403,925$      16,535$        

Minimum Reserve Balance 403,925        403,925        403,925        403,925        403,925        16,535          
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City of SeaTac
Surface Water Management Utility

Capital Assets
Code Project 

Number Item Description Yr. Pur. Interest Rate (Rev. Bond) Cost Developer 
Contribution Cost Net of CIAC Life Acc Dep Deprec. 

Expense
Simple Accumulated 

Interest

008920-04A MAINTENANCE FACILITY-PAID DIRECT BY 406 2004 5.09% 228,561             228,561             40 22,856               5,714           46,567                       Current Year 2008

009068 DES MOINES CREEK BASIN IMPROVEMENTS 2005 4.96% 10,568,325         6,235,312          4,333,013          40 792,624             264,208       644,877                     

005203 SOUTH 170TH STORM DRAIN 33RD AVE 1995 6.20% 59,899               59,899               50 15,574               1,198           37,163                       

005204 SOUTH 168TH STORM DRAIN 1995 6.20% 77,345               77,345               50 20,110               1,547           47,987                       

005205 38TH AVE SOUTH  STORM DRAIN 1995 6.20% 29,248               29,248               50 7,605                 585              18,146                       

005206 FENCE AT GLACIER MAINT 1995 6.20% 7,853                 7,853                 20 5,105                 393              4,872                         

005207 SOUTH 170TH  STORM DRAIN 1995 6.20% 5,789                 5,789                 50 1,505                 116              3,591                         

005208 SURFACE WATER DRAINAGE SYSTEM 1995 6.20% 3,965,000          3,965,000          50 1,030,900          79,300         2,459,978                  

005363 NORTH SEATAC RETENTION POND 1996 6.01% 26,651               26,651               50 6,396                 533              16,021                       

005364 INTERNATIONAL BLVD PHASE I (SWM) 1996 6.01% 300,000             300,000             50 72,000               6,000           180,340                     

005365 NORTH SEATAC PARK DRAINAGE 1996 6.01% 261,214             261,214             50 62,691               5,224           157,025                     

005366 S 176TH/INTL BLVD/34TH DRAIN 1996 6.01% 200,000             200,000             50 48,000               4,000           120,227                     

005367 HILLTOP DRAINAGE BASIN 1996 6.01% 114,145             114,145             50 27,395               2,283           68,617                       

005368 SOUTH 176TH STREET/PHASE II 1996 6.01% 97,364               97,364               50 23,367               1,947           58,529                       

005497 HILTON/BUDGET STORM DRAIN 1997 5.78% 325,363             325,363             50 71,580               6,507           187,925                     

005557 INTERNATIONAL BLVD PHASE 1 (SWM) 1997 5.78% 225,000             225,000             50 49,500               4,500           129,957                     

005664 HILLTOP DRAINAGE BASIN II 1998 5.32% 248,668             248,668             50 49,734               4,973           132,296                     

005665 SOUTH 166TH STORM DRAIN 1998 5.32% 80,153               80,153               50 16,031               1,603           42,643                       

005666 SOUTH 175TH STORM DRAIN 1998 5.32% 128,653             128,653             50 25,731               2,573           68,446                       

008756 28TH/24TH DETENTION POND PROJECT 2004 5.09% 16,310               16,310               50 1,305                 326              3,323                         

008757 BOW LAKE WET LAND PROJECT 2004 5.09% 8,440                 8,440                 50 675                    169              1,720                         

008759 HILLTOP DRAINAGE PHASE III 2004 5.09% 16,631               16,631               50 1,330                 333              3,388                         

008821 S 170TH/MILITARY/51ST DRAIN 2000 5.95% 790,426             790,426             50 126,468             15,809         376,344                     

009069 34TH AVE S DRAINAGE  S 202ND TO S 204TH 2005 4.96% 29,017               29,017               50 1,741                 580              4,319                         

-                     50 -                     -               -                            

-                     50 -                     -               -                            

TOTAL 17,810,055         6,235,312          11,574,743         2,480,222          410,421       4,814,299                  
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City of SeaTac
Surface Water Management Utility

Capital Facilities Charge Analysis

Existing Facilities Data Source / Notes

PLANT-IN-SERVICE

Stormwater Utility Capital Assets 17,810,055$           Asset Listing Through End of 2005

plus:  Construction Work-in-Progress 8,897,035               As Listed in 2006 CAFR

less:  Contributed Capital (net of CFC's) (6,235,312)              59% of DMC Capital Projects

plus:  Cumulative Interest on Non-Contributed Plant 4,814,299               Cumulative Simple Interest based on BBI annual bond interest rates

less:  Net Debt Principal Outstanding -                          "Net" refers to net of 2008 beginning cash balances

TOTAL ALLOCABLE EXISTING FACILITIES 25,286,077$           

Future Facilities Data Source / Notes

CAPITAL FACILITIES PLAN

Total Future Projects 4,038,710$             Total projects identified in 10 year CIP 2009-2018

Identified upgrades/expansion Projects 4,038,710               Upgrade & expansion projects (excludes replacement projects)

less:  Associated Developer Donations (1,210,151)              not eligible for recovery through capital facilities charge

TOTAL ALLOCABLE FUTURE FACILITIES 2,828,559$             

10-Year Additional

Allocation Base Existing * Forecast Units Data Source / Notes

Equivalent Residential Units Net of POS 13,546                    14,964               1,417                 growth between 2009 & 2018

* Existing ERUs set at beginning year 2008

Calculation Total Notes

FACILITIES COSTS

Allocable Existing Facilities Costs 25,286,077$           

Allocable Future Facilities Costs 2,828,559               

Total Allocable Costs 28,114,635$           

2018 Total Customer Base 14,964                    

TOTAL CHARGE PER EQUIVALENT RESIDENTIAL UNIT 1,879$                    
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City of SeaTac
Surface Water Management Utility

Capital Facilities Charge Analysis

Total Future ERUs

Year Cumulative Growth ERUs **
Year of GFC 2009 2009 1.00% 13,682               

End Year of CIP 2018 2010 2.01% 13,819               

2011 3.03% 13,957               

2012 4.06% 14,097               

2013 5.10% 14,237               

2014 6.15% 14,380               

2015 7.21% 14,524               

2016 8.29% 14,669               

2017 9.37% 14,816               

2018 10.46% 14,964               

** Equivalent Residential Units at end of year
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ISSUE PAPER #1 

Recovering the Costs of Growth from Growth 

ISSUE The City of SeaTac does not currently charge a capital facilities 
charge for stormwater, nor does it utilize any other tools for 
recovering general stormwater infrastructure costs from new and 
re-development.  The City provides regional stormwater facilities 
in the Des Moines Creek Basin that provide service to a large 
portion of the City.  The City also plans improvements to serve the 
Sunrise View addition and other parts of the service area.  Without 
a mechanism for recovering the cost of stormwater system capacity 
that will serve growth, the burden of paying for that capacity falls 
disproportionately on ratepayers.  What is the most appropriate 
way to recover the costs of system capacity that will serve growth? 

ALTERNATIVES There are several mechanisms that are typically used to ensure that 
new and re-development pays for its share of system capacity, 
including the following: 

• Capital facilities charges.  Capital facilities charges, or CFCs, are 
one-time fees paid at the time of development.  They are 
calculated to represent a fair share of the system capacity 
needed to serve that growth.  

• Fees-in-lieu of on-site detention.  Fees-in-lieu are voluntary 
payments accepted in lieu of meeting on-site mitigation 
requirements.  The combined proceeds are used to build 
needed regional facilities. 

• Latecomer agreements.  Latecomer agreements provide for the 
reimbursement of an initial developer who funds construction 
of a needed system facility.  Cities are limited to the role of 
facilitator in latecomer agreements -- they cannot serve as the 
initial project financier. 

• Local improvement districts.  Local improvement districts are 
assessment districts surrounding specific capital projects.  
Assessments upon benefited properties are limited to the 
increase in assessed valuation resulting from the improvement. 

ANALYSIS Capital Facilities Charges 
In general, recovering a proportionate share of system facilities 
from growth through a CFC protects existing ratepayers from 
paying for infrastructure that will serve future customers, and 
serves to reimburse them for the investment in facilities they have 
already made.  Although CFCs are mandatory, resulting revenues 
are still subject to development cycles.  They can thereby be a 
comparatively volatile source of funding from year to year. 
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Capital facilities charges can be structured to apply uniformly 
throughout a service area, or as an area-specific charge varying 
with the level of capital investment existing or planned in sub-
areas of the service area (e.g., the Sunrise View Addition). 

One obvious argument in favor of an area-specific approach is the 
perceived fairness inherent in charging those who have not paid a 
fair share of existing infrastructure and/or who will most directly 
benefit from the future improvements to be constructed. 

However, the perceived equity of area-specific charges must be 
balanced against the practicality of the approach. Calculated CFCs 
may vary widely among sub-areas. While the argument can be 
made that such distinctions are accurate and fair, the counter-
argument – that the community benefits as a whole from a 
complete and adequate system and should share that cost – is at 
least as compelling. 

There are other factors that are important to recognize when 
considering an area-specific approach: 

• Administrative complexity.  The imposition of area-specific fees 
creates an obligation on the part of the charging agency to 
restrict fee revenues for expenditures in the area from which 
they were collected. To that end, the City must separately track 
fees generated and spent in each individual sub-area. 

• Availability of information.  In order to develop accurate area-
specific fees, it is necessary to have both area-specific project 
planning information and area-specific customer statistics. 

• Consistency with community goals.  Area-specific CFCs can 
generate side effects that may or may not be consistent with 
community objectives. For example, a City may wish to attract 
development in a specific sub-area that is subject to a 
comparatively high CFC – a contradictory or impractical 
message. 

Fees in Lieu of Onsite Detention 
The use of this voluntary mechanism may open the City to some 
financial risk in the event that a developer decides to build onsite 
facilities rather than pay the fee-in-lieu and connect to a regional 
detention facility.  Among their advantages, fees-in-lieu allow a 
higher yield (more developable property) for individual 
developments.  Among the disadvantages, the initial financier, 
likely to be the City, faces a high risk of not being able to recover all 
costs.  Also, fee-in-lieu revenues are subject to development cycles.  
They are a comparatively volatile source of funding from year to 
year. 

Latecomer Fees 



City of SeaTac 
Stormwater Rate Study  August 18, 2008 
 

             Telephone (425) 867-1802       Page  3 
F:\SeaTac\Documentation\IP#1 - Growth Paying for Growth - Final.doc 

Latecomer fees are used to repay the initial investment made by a 
lead developer who takes responsibility for financing and 
constructing a regional facility.  Among the advantages of 
latecomer arrangements are that public funds are not at risk, and 
that developers coming in after the lead developer have certainty in 
facility availability and cost.  In contrast, the lead developer 
assumes all the financial risk and may not recover all costs. 

Local Improvement Districts 
While local improvement districts can be used to fund system 
facilities, there are a number of issues that make this approach 
problematic.  For example, local improvement districts are 
assessed based on increases in property values, creating equity 
issues for funding stormwater facilities.  It can also be difficult to 
prove benefit since stormwater system facilities may not 
proportionally impact, or impact at all for that matter, the property 
values of existing homes/businesses. 

RECOMMENDATIONS Calculate and implement a stormwater capital facilities charge for 
the City of SeaTac.  With regard to the area-specific option, we 
recommend that the City take the simpler, uniform approach. 
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ISSUE PAPER #2 

Fiscal Policies 

ISSUE The City of SeaTac operates a mature stormwater utility that is now 
faced with increasing program costs due in part to National 
Pollutant Discharge Elimination System (NPDES) permitting 
requirements for cities of its size and development intensity.  In 
order to sustain the financial well-being of the utility in light of 
these increasing requirements, the City has expressed an interest in 
developing a set of fiscal policies that would preserve the utility’s 
fiscal health.  What fiscal policies would be appropriate for the City 
of SeaTac stormwater utility? 

ANALYSIS Sound fiscal policies serve to ensure the ongoing fiscal health of 
any utility.  Such policies typically prescribe target reserve levels, 
flow of funds, and general accounting guidance. 

RECOMMENDATIONS It is recommended that the City consider the following general 
fiscal policies for the stormwater utility.  Adherence to these 
guidelines will help ensure the ongoing fiscal health of the utility. 

• Operating Fund.  If the City were to bill stormwater charges 
monthly, the operating fund minimum balance could be set to 
30 days of cash operating expenses, with a provision for a 
maximum balance set at 60 days.  [Funds exceeding the 
maximum balance may be used for funding capital projects.]  
However, the City of SeaTac utilizes the King County property 
tax statement for billing, and as such generates revenue spikes 
only in April and October when taxes are due.  We therefore 
recommend that the City establish an operating fund minimum 
balance of 180 days cash operating expenses. 

• Separation of Operations and Capital.  It is standard industry 
and accounting practice to separate operating requirements 
from capital needs.  Conceptually, this separation provides a 
clear definition of ongoing operational needs, including 
maintenance and debt service, with a separate evaluation of 
capital needs and funding.  This ideal separation is illustrated in 
the exhibit below.  Separate accounting or restriction of funds is 
also required to comply with bond conditions and system 
development charge requirements. 
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Sources of Funding 
   Stormwater CFCs 
   Debt Proceeds 
   Transfers from Operations 
   Interest Earnings 
   Grants 
   Miscellaneous Proceeds 
Uses 
   Capital Project Funding 

Stormwater Capital Fund Stormwater Operating Fund 

Sources of Funding 
   Stormwater Rates 
   Interest Earnings 
   Miscellaneous Service Fees 
Uses 
   Operating Expenses 
   Maintenance 
   NPDES Compliance Costs 
   Administration 
   Debt Service 
   Transfers to Capital Fund 

• Replacement Funding.  By providing municipal utility service, 
the City establishes an ongoing duty to provide service.  In 
order to fulfill this continuing obligation, the City will need to 
provide for replacement of system facilities.  The cost of such 
replacement is generally extremely high in comparison to the 
original facilities, due to inflation, construction conditions, and 
absence of grant or developer support.  Therefore, it is prudent 
to plan for an intended replacement funding mechanism.   

Many utilities incorporate a replacement funding mechanism 
based on depreciation expense as a reasonable level of 
reinvestment in the system.  This level of funding meets several 
standards for reasonable rates:  

• it avoids decline in system asset value (financial integrity) 

• it charges customers commensurate with the consumption 
of facility useful lives (rate equity) 

• and it provides a substantial source of funding which can 
meet most, if not all, replacement needs (adequacy). 

To the fullest extent practical, we recommend that the City 
stormwater utility set aside an annual amount equal to 
depreciation expense for system replacement.  We caution that 
this does not necessarily ensure adequate funding for 
replacement needs without additional rate impacts and/or use 
of debt, especially for systems that have not utilized such a 
funding method since inception.  We also recommend that the 
City’s system planning efforts include an evaluation of 
replacement needs to determine if increased funding is needed. 

• Contingency Reserves.  It is also prudent to establish and 
maintain a contingency reserve to meet unexpected emergency 
outlays, particularly those of a capital nature.  While it would be 
impractical to reserve against major system-wide failures, such 
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as an earthquake, it is reasonable and prudent to identify and 
quantify possible failures of individual system components.  
There are several ways to set the level of contingency reserves, 
including relying on replacement reserves.  Essentially, a 
contingency reserve is a minimum balance in the utility’s 
construction fund.  If a replacement reserve has been separately 
funded, that fund balance can also be relied on for this purpose.  
This would avoid multiple reserves when the existing reserves 
can serve overlapping purposes. 

• Bond Reserves.  It will be an obligation of the stormwater utility 
to meet reserve requirements of bonds and loans that it used to 
finance stormwater capital improvements.  Clearly, the City 
must fund fully such reserves as required by future bond 
covenant or loan agreement. 

 




