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December 26, 2011

Mr. Dave Schettler

Public Works Director
700 Highway 2
Leavenworth, WA 98826

Subject: Comprehensive Water, Sewer, Solid Waste and Stormwater Utility Rate Studies
Draft Report

Dear Mr. Schettler:

HDR Engineering, Inc. (HDR) is pleased to present the draft report on the comprehensive
water, sewer, solid waste, and stormwater rate analyses conducted for the City of
Leavenworth (City). A key objective the City’s water, sewer, and solid waste utility rate
studies was to develop a financial plan and rates that generate sufficient revenue to fund
the operating and capital needs of each utility. The City also requested that HDR review
and update the water and sewer system development charges (SDCs). In addition, the
project included a review of the feasibility of a stormwater utility, developing a financial
plan for estimated operating and capital costs, and an updated SDC. The SDC report is
provided under separate cover. This report outlines the approach, methodology, findings,
and conclusions of each utility’s rate study.

This report was developed utilizing the City’s accounting, operating and management
records. HDR has relied on this information to develop our analyses, from which we draw
our findings, conclusions and recommendations. At the same time, this study was
developed utilizing generally accepted utility rate setting principles. The conclusions and
recommendations contained within this report are intended to provide a financial plan for
each utility that meets each utility’s operating and capital needs. Finally, this report
provides to the City Council the basis for developing and implementing rates that are cost-
based and defensible to the City’s utility customers.

We appreciate the assistance provided by the City staff in the development of this study.
More importantly, we appreciate working with City of Leavenworth’s staff, management
and Council on this project. Please provide us with any comments or suggestions in order
to finalize the report.

Sincerely yours,
HDR Engmeermg, Inc.

D QD

Cil Pierce
Senior Project Manager

HDR Engineering, Inc. 500 108th Avenue NE Phone: {425) 450-6200
Suite 1200 Fax: (425) 453-1107
Bellevue, WA 98004-5549 www.hdrinc.com
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'__-3___‘ Executive Summary

Introduction

HDR Engineering, Inc. (HDR) was retained by the City of Leavenworth (City) to perform a water,
sewer, solid waste and stormwater rate study. The development of these studies determines
the adequacy of the existing water, sewer, solid waste rates and proposed stormwater utility
rates. This study also provides the basis for adjustments to maintain cost-based rates for each
of the utilities. This report describes the methodology, findings, and conclusions of the water,
sewer, solid waste and storm water rate study process.

Overview of the Rate Study Process

A comprehensive rate study typically utilizes three interrelated analyses to address the
adequacy and equity of a utility’s rates. These three analyses are a revenue requirement
analysis, a cost of service analysis, and a rate design analysis.

Figure ES - 1

Overview of the Comprehensive of Rate Study Analyses

Compares the sources of funds (revenue)
to the expenses of the utility to determine
the overall rate adjustment required

Revenue Requirement Analysis

Allocates the revenue requirements to
the various customer classes of service

in a “fair and equitable" manner

Cost of Service Analysis

Considers both the level and structure
of the rate design to collect the target
level of revenue

Rate Design Analysis

A cost of service analysis was not performed for any of the utilities, at this time due to City
budget constraints. Each of the utilities was evaluated on a “stand-alone” basis. That is, no
subsidies between the utility or other City funds should occur. By viewing the each utility on a
stand-alone basis, the need to adequately fund both O&M and capital infrastructure must be
balanced against the rate impacts to the utility’s customers.

Based on the technical analysis undertaken as part of this study, the following findings,
conclusions, and recommendations were noted for each utility.
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A revenue requirement analysis was developed for each utility for the calendar years of
2011 - 2016.

Capital projects for the 2011 - 2016 time periods were based on current capital
improvement needs and City staff input. Key discussions were held with City staff on the
funding sources of these projects.

Draft financial policies were presented to City Council as part of this study in July 2011.
Proposed rates for each utility were developed for the 2012 time period, and projected
future needs through 2016.

The recommended rates contained in this report were presented to Council but have not
yet been adopted. Failure to adopt the proposed rates can lead to greater rate
adjustments needed at some point in the future, along with deferred maintenance or
capital improvements.

The City should review the need for future rate adjustments again within three to five years
for each utility.

The following will discuss the key assumptions and conclusions separately for each utility.

Key Water Rate Study Results

A comprehensive review of the City’s water rates was undertaken. The analysis was on a
stand-alone basis. The need to adequately fund both O&M and capital infrastructure was
balanced against the rate impacts to the water utility customers.

Based on the technical analysis undertaken as part of this study, the following findings,
conclusions, and recommendations were noted for the water utility.

The proposed rate adjustments are 4.0%, 6.0%, 6.0%, 5.0%, and 3.5% for 2012, 2013,
2014, 2015 and 2016 respectively. These recommended adjustments will continue to
fund the City’s water operating and capital needs in a prudent manner.

The cash reserve target, equal to sixty days of operation and maintenance expenses, was
met through 2016.

Water capital projects for the 2011 - 2016 period total $2.3 million. Water capital
improvements included water rights legal fees, Titus/Chumstick Road transmission line,
main replacements and meter upgrades. A total of $1.8 million is debt financed,
$216,000 from developer contributions, $35,000 from system development charge
revenue, and $170,000 in rates was assumed to fund these projects. The remaining
balance will be funded from cash reserves.

Funding of capital from rates is gradually increased each year, through 2016, but is a
fraction of estimated depreciation expense by 2016. Continued attention to this financial
guideline will be needed.

Fifty percent (50%) of the annual system development charge revenue was used to offset
growth related debt service payments.

Rate adjustments are needed to meet 1.25 debt service coverage ratio for the utility on a
stand-alone basis.
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Summary of the Water Revenue Requirement Analysis

A revenue requirement analysis sums a utility’s operating and capital expenses and compares
it to the total revenue of the utility to determine the overall rate adjustment required. Provided
in Table ES-1 is a summary of the water revenue requirement.

Table ES - 1

Summary of Water Utility Revenue Requirement ($000s)

2011 2012 2013 2014 2015 2016

Revenue

Rate Revenue $1,001 $1,001 $1,001 $1,006 $1,011 $1,016

Misc. Revenue 59 50 50 52 53 54
Total Revenue $1,060 $1,051 $1,051 $1,058 $1,064 $1,070
Expenses

0&M Expenses $576 $576 $598 $619 $642 $666

Taxes/Interfund Transfers 199 203 203 205 210 211

CIP from Rates 10 15 20 30 35 60

Net Debt Service 251 284 324 361 359 358

Working Capital 0 0 0 0 0 0
Total Expenses $1,035 $1,078 $1,145 $1,215 $1,246 $1,295

Bal./(Deficiency) Before Tax $25 ($27) ($94) ($157) ($182) ($225)

Additional Taxes w/Rate Adj. $0 $4 $14 $24 $27 $34
Net Bal./(Defic.) of Funds $25 ($31) ($108) ($181) ($209) ($259)
Defic. as a % of Rates -2.5% 3.1% 10.8% 18.0% 20.7% 25.5%
Proposed Rate Adjustments 0.0% 4.0% 6.0% 6.0% 5.0% 3.5%
Debt Service Coverage Ratio (All debt)

Before Rate Adjustment 1.13 0.95 0.76 0.63 0.58 0.53

After Rate Adjustment 1.13 1.09 1.07 1.09 1.20 1.27
Debt Service Cove. (Revenue Bonds)

Before Rate Adjustment 13.71 7.08 3.05 1.95 1.76 1.61

After Rate Adjustment 13.71 8.12 4.29 3.36 3.67 3.89

It is important to note the annual deficiencies in the Table ES-1 are cumulative. That is, any
adjustments in the initial years will reduce the deficiency in the later years. Over the projected
time period, rates need to be adjusted approximately 25.5% in order to adequately and
properly fund the City’'s water utility O&M and capital infrastructure needs. The needed
adjustments for the water utility are primarily being driven by the need to increase the funding
of capital improvements from rates (“CIP from Rates”), to make debt payments, and to meet
debt service coverage requirements. Currently very little capital improvements are being
funded from current on-going revenues (i.e. rates) and it is important for the City to increase
this funding level in order to properly and adequately maintain the City’s existing water
infrastructure and level of service.

To implement the needed adjustments, a rate transition plan was developed, as presented by
the “Proposed Rate Adjustments” in Table ES-1.
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Summary of the Water Rate Designs

The final step of the water rate study process is the design of water rates to collect the desired
levels of revenue based on the results of the revenue requirement analysis. This portion of the
study began with a review of the existing water rates. The following table provides the present
approved rates for the residential and commercial customers.

Table ES - 2

Present 2011 Water Rates

Present Rate

Residential
Meter Charge by Size (Monthly)
3/4" $47,00
1" 50.00
11/2" 59.00
Low-Income Senior/Disabled Discount 21.00
Additional Hardship LIS/Disabled 10.00
Consumption - $/1,000 Gallons
First 15,000 gallons $0.00
15,001 - 50,000 1.25
50,001 - 100,000 1.50
100,001 - 150,000 2.00
Over 150,001 2.75
Commercial
Meter Charge by Size (Monthly)
3/4" $47,00
1" 49.00
11/2" 59.00
2" 61.00
3" 181.00
Consumption - $/1,000 Gallons
First 15,000 gallons $0.00
Over 15,001 1.25

As shown in Table ES-2, the present rate is comprised of a monthly meter charge. The meter
charge increases as the meter size increases. In addition to the monthly meter charge, there is
a consumption charge. The residential consumption charge is a five-tiered increasing block
rate structure, while the commercial rate is uniform after the first 15,000 gallons. All outside
city services include a 125% differential of the present inside City rate.

While the City’s current rate design has an increasing block rate structure, which is typically
considered a conservation-based rate, by providing 15,000 gallons each month within the
meter charge, the conservation message is masked. Many utility rate surveys compare rates at
7,500 gallons per month usage, as a typical household usage. By having the first chargeable
block to 50,000 gallons of consumption, and increasing in each consumption block by 50,000
gallons, the rate design does not actually send a meaningful price signal to residential
customers about the value of their water resource.
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Various rate design alternatives were developed for the water utility. In addition, additional
iterations or adjustments were made to the final conservation-based rate design based on
input from the City Council.

Table ES-3 presents a summary of the proposed water rates for 2012.

Table ES - 3
Present and Proposed Water Rates
Present Proposed
2011 [1] 2012
Residential
Meter Charge by Size (Monthly)
3/4" $47.00 $47.00
1" 50.00 49.00
11/2" 59.00 59.00
Low-Income Senior/Disabled Discount 21.00 21.00
Additional Hardship LIS/Disabled 10.00 10.00
Consumption - $/1,000 Gallons
First 15,000 gallons $0.00  First 7,500 gallons $0.00
15,001 - 50,000 1.25 7,501 - 15,000 0.65
50,001 - 100,000 1.50 15,001 - 25,000 1.45
100,001 - 150,000 2.00 Over 25,000 1.85
Above 150,001 2.75
Commercial

Meter Charge by Size (Monthly)
3/4" $47.00 $47.00
1" 49.00 49.00
11/2" 59.00 59.00
2" 61.00 61.00
3" 181.00 181.00
Consumption - $/1,000 Gallons
First 7,500 gallons $0.00 $0.00
Next 7,500 0.00 1.22
Over 15,001 1.25 1.22

[1] Present rates for outside commercial have similar block sizes, but the second block goes from 15,001 to
100,000 at $1.25. The last two consumption blocks are the same as shown above.

A residential customer with a 3/4” meter, using 15,000 gallons -monthly, under the present
2011 rates, would have a monthly bill total of $47.00. Under the proposed 2012 rates, the
same customer would pay $48.90 or a $1.90/monthly difference. A full listing of proposed
water rates is provided in Section 3.

Interim Water Rates

City staff suggested that it would prefer to allow time to inform customers of the change in
consumption block-sizes several months prior to implementation. Therefore, it was determined
that for January through June 2012 the rates would be adjusted by the past practice of
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increasing each meter charge by the 4% increase, or $2.00 for the 3/4-inch meter size, and
other meter sizes accordingly. The change in consumption block size rate structure will go into
effect in July 2012. At that time, the meter charges will revert to the current meter charges as
shown in Table ES-3.

Summary of the Water Rate Study

This completes the analysis for the City’s water utility. The proposed adjustments increase the
overall revenue levels of the water utility as needed to fully fund projected operations and
capital needs. The projected rate adjustment needed for 2012 is 4.0%. A full and complete
discussion of the development of the water rate study can be found in Section 3 of this report.

Key Sewer Rate Study Results

A review of the City’s sewer utility on a stand-alone basis was undertaken. Based on the
technical analysis undertaken as part of this study, the following findings, conclusions, and
recommendations were noted.

® A revenue requirement analysis was developed for the sewer utility for the calendar years
of 2011 - 2016.

m  The proposed rate adjustments are 1.5% and 4.0% for 2012 and 2013, respectively,
followed by annual adjustments of 5.5% through 2016.

These adjustments will continue to fund the City’s sewer operating and capital needs, and
attempt to levelize the rate adjustment over the test period while minimizing customer
rate impacts.

Fund balance is used to help minimize the rate adjustment needed, when available.

The cash reserve target of sixty days of operation and maintenance expenses was met
most years through 2016. In 2013 and 2014 the projected balance falls slightly below the
60 day minimum target. One benefit of having a multi-year view is seeing that the utility
recovers to slightly exceed the minimum in 2015 and 2016.

m  Sewer capital projects for the 2011 - 2016 period total $3 million. Sewer capital needs
include the south interceptor construction, other sewer line replacement and extensions,
and TMDL design, engineering and construction. A total of $1.8 million in low-interest
loans were assumed to fund these projects. The remaining balance will be funded from
system development charge revenues, developer contributions, rates and cash reserves.

m  Fifty percent (50%) of the annual system development charge revenue was used to offset
growth related debt service payments.

m  Rate adjustments are needed to meet the 1.10 target debt service coverage (DSC) ratio
for all debt on a stand-alone basis. The utility has only low-interest loans, so this level of
DSC ratio is acceptable. For any possible future revenue bonds, the DSC ratio far exceeds
a 1.25 DSC general requirement.

Summary of the Sewer Revenue Requirement Analysis

A revenue requirement analysis sums a utility’s operating and capital expenses and compares
them to the total revenues of the utility to determine the adequacy of rates and/or the overall
rate adjustment required. Table ES-4 provides a summary of the sewer revenue requirement
analysis.
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Table ES - 4

Summary of Sewer Utility Revenue Requirement ($000s)

2011 2012 2013 2014 2015 2016

Revenue

Rate Revenue $1,139 $1,139 $1,139 $1,145 $1,151 $1,156

Misc. Revenue 55 50 51 51 52 55
Total Revenue $1,194 $1,189 $1,190 $1,196 $1,203 $1,211
Expenses

0&M Expenses $639 $646 $671 $695 $721 $747

Taxes/Interfund Transfers 193 195 197 199 201 203

CIP from Rates 15 20 25 30 35 40

Net Debt Service 293 312 375 371 382 446

Working Capital 55 24 0 0 0 12
Total Expenses $1,195 $1,197 $1,268 $1,295 $1,339 $1,448

Bal./(Deficiency) Before Tax ($1) ($8) ($78) ($99) ($136) ($237)

Additional Taxes w/Rate Adj. $0 $1 12 15 21 $36
Net Bal./(Defic.) of Funds ($1) ($9) ($90) ($114) ($157) ($273)
Defic. as a % of Rates 0.1% 0.8% 7.9% 9.9% 13.6% 23.6%
Proposed Rate Adjustments 0.0% 1.5% 4.0% 5.5% 5.5% 5.5%
Debt Service Coverage Ratio (All debt)

Before Rate Adjustment 1.23 1.10 0.85 0.79 0.71 0.57

After Rate Adjustment 1.23 1.16 1.01 1.13 1.23 1.17
Debt Service Cove. (Revenue Bonds)

Before Rate Adjustment 0.00 31.84 6.81 6.16 4.66 4.19

After Rate Adjustment 0.00 33.40 8.15 8.81 8.00 8.66

It is important to note the annual deficiencies in the Table ES-4 are cumulative. That is, any
adjustments in the initial years will reduce the deficiency in the later years. Over the projected
time period, rates need to be adjusted approximately 23.6% in order to adequately fund the
City’s sewer utility O&M and capital infrastructure needs. This level of needed rate adjustment
is being driven by the need to adequately fund capital improvement projects from rates, debt,
and meeting target reserve levels. This financial plan has provided a reasonable level of
increased funding to move toward properly funding maintenance and replacement of the City’s
existing sewer infrastructure.

Based on the City’s revenue requirement analysis, the proposed annual sewer rate
adjustments are seen in Table ES-4 in the row titled “Proposed Rate Adjustments”.

Summary of the Sewer Rate Designs

The final step of the sewer rate study process is the design of sewer rates to collect the desired
levels of revenue, based on the results of the revenue requirement analysis. Table ES-5
presents the present and proposed City rate schedules for sewer.
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Table ES - 5

Present and Proposed Sewer Rates

Present Proposed
2011 2012
Residential

Residential $48.00 $48.75
Low Income Senior/Disabled 27.00 27.40
Additional Hardship LIS/Disabled 10.00 10.15
Multi-Family (billing units) 48.00 48.75

Commercial (charged per ERUY)
Base Commercial $48.00 $48.75
Custom Commercial 302.35 306.90
Restaurant Base (with grease fryers) 407.19 413.30
Restaurant Surcharge (with grease fryers) 203.60 206.65
Restaurant Base (shared meter) 48.00 48.75
Restaurant Surcharge (shared meter) 24.00 24.40

1] Equivalent residential unit (ERU) is based on the average monthly water use between October 1 of the
previous year and September 30 of the current year. One ERU is equivalent to 7,500 gallons of water use.

As can be seen in Table ES-5 the present rate is comprised of a monthly charge by class of
service. In addition to the monthly charge, there is a surcharge for restaurants. All rate
adjustments are described in more detail in Section 4.

A residential customer in 2011 would pay a total of $48.00/month. Under the proposed 2012
rates, the same customer would pay $48.75/month or a $0.75/month difference. Outside city
services are subject to a 125% rate differential on the in-city rates.

Summary of the Sewer Rate Study

This completes the analyses for the City’s sewer utility, which proposed that sewer rates be
adjusted 1.5% for 2012 with additional adjustments in future years. A complete discussion of
the development of the sewer rate study and the proposed rate adjustments can be found in
Section 4 of this report.

Key Solid Waste Rate Study Results

Based on the financial analysis undertaken as part of this study, the following findings,
conclusions, and recommendations were developed.

m  The City is planning to develop a recycling drop-off center to reduce the waste stream
going to the transfer station, through recycling. The City is also reviewing the possibility of
yard waste disposal at this same site. It is anticipated that these actions will help reduce
disposal fees, which comprise just under 50% of operating costs.

The proposed rate adjustments are 5.0% 2012 through 2015 and 3.0% in 2016.
The cash reserve target of sixty days of operation and maintenance expenses was met
through 2016. Reserves are used the first three years of the review period to defray the

increasing disposal costs and to minimize rate adjustments to the degree possible over
the time period reviewed.
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m Rate adjustments are needed to meet the 1.10 target debt service coverage (DSC) ratio
for all debt on a stand-alone basis.

Summary of the Solid Waste Revenue Requirement Analysis

A revenue requirement analysis for the solid waste utility comparing operating and capital
expenses to total revenues of the utility, is provided in Table ES-6.

Table ES - 6

Summary of Solid Waste Utility Revenue Requirement ($000s)

2011 2012 2013 2014 2015 2016
Revenue
Rate Revenue $496 $496 $496 $499 $501 $504
Misc. Revenue 6 8 8 11 11 11
Total Revenue $502 $504 $504 $510 $512 $515
Expenses
0&M Expenses $380 $399 $411 $424 $437 $450
Taxes/Interfund Transfers 123 148 148 148 149 149
CIP from Rates 4 6 9 11 12 15
Net Debt Service 13 13 13 13 13 13
Working Capital 13) (30) (25) 0 [0] 2
Total Expenses $507 $536 $556 $596 $611 $629
Balance/(Deficiency) Before Tax ($5) ($32) ($52) ($85) ($99) ($114)
Additional Taxes w/Rate Adj. $0 $4 $6 $10 $11 $13
Net Balance/(Deficiency) of Funds ($5) ($36) ($57) ($95) ($110) ($127)
Deficiency as a % of Rates 1.1% 7.2% 11.6% 19.2% 21.9% 25.2%
Proposed Rate Adjustment 0.0% 5.0% 5.0% 5.0% 5.0% 3.0%
Debt Service Coverage Ratio (All debt)
Before Rate Adjustment 0.00 0.00 0.00 0.00 0.00 0.00
After Rate Adjustment 0.00 0.00 0.00 1.21 2.65 3.28

It is important to note the annual deficiencies in the Table ES-6 are cumulative. That is, any
adjustments in the initial years will reduce the deficiency in the later years. Over the projected
time period, rates need to be adjusted approximately 25.2% in order to adequately fund the
City’s solid waste utility 0&M needs.

Summary of the Solid Waste Rate Designs

An alternate rate desigh was developed for the City, to encourage waste reduction and to
reduce waste transported to the transfer station. However this action would require smaller
toter sizes, and staff time to acquire grant funding and provide new service implementation.
At the same time, the City is developing a new recycling drop-off center to aide customers in
reducing waste going to the transfer station. Therefore, it was determined that this is not an
appropriate time to implement a new rate structure which would require additional staff time
for implementation.

Based on the revenue requirement analysis, the proposed solid waste rate adjustment should
be 5.0% in 2012. Table ES-7 presents a summary of the present and proposed rates.
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Table ES - 7

Proposed Solid Waste Rates

Present Proposed

2011 2012

Residential Single Family/ 1 Tote $22.00 $23.10
Business 1 Tote/ 1X 22.00 23.10
Dumpster 1X 75.00 78.75
Dumpster 1X 125.00 131.25

Under the 2011 rates, a typical residential customer would pay $22.00 per month. Under the
proposed 2012 rates, the same customer would pay $23.10 or a $1.10/month difference.

Summary of the Solid Waste Rate Study

This completes the analyses for the City’s solid waste utility. It is proposed that rates be
adjusted in 2012 by 5.0%. A full and complete discussion of the development of the solid
waste rate study can be found in Section 5 of this report.

Key Stormwater Rate Study Results

A financial plan (revenue requirement) was developed for a potential new stormwater utility.
This financial plan was based on stormwater program, project and activity costs that are
currently contained with the street maintenance operating and capital budgets and funded by
Street Maintenance funds. With input from City staff, the stormwater portions of various street
maintenance costs were determined.

The initial revenue requirement was presented to the Public Works Committee and to the City
Council at a workshop session. Following some discussion, the Council determined that it was
important to begin a stormwater utility to get wetland studies and stormwater master planning
underway, but to take a more gradual approach to formation of the utility than the revenue
requirement laid out.

Table ES-8 presents a summary of the stormwater revenue requirement analysis developed
for the City. Details of the development of the stormwater financial plan can be found in
Section 6 of this report.
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Table ES - 8

Summary of Stormwater Utility Revenue Requirement ($000s)

2011 2012 2013 2014 2015 2016
Revenue
Rate Revenue $0 $86 $86 $86 $87 $87
Misc. Revenue [0] [0] 0] [0] 0] 0]
Total Revenue $0 $86 $86 $86 $87 $87
Expenses
0&M Expenses $40 $35 $37 $38 $39 $41
Taxes/Interfund Transfers 0 2 10 10 10 15
CIP from Rates 0 3 4 4 5 6
Net Debt Service 0 32 34 43 47 47
Working Capital 0 15 14 6 2 0
Total Expenses $40 $87 $98 $101 $104 $108
Bal./(Deficiency) Before Tax ($40) ($1) ($12) ($14) ($17) ($21)
Additional Taxes w/Rate Adj. $1 $0 $0 $0 $0 $1
Net Bal./(Defic.) of Funds ($41) ($1) ($12) ($14) ($17) ($22)
Defic. as a % of Rates 0.0% 0.7% 14.6% 16.6% 19.5% 25.6%
Proposed Rate Adjustment 0.0% 0.0% 6.0% 6.0% 6.0% 6.0%
Debt Service Coverage Ratio (All debt)
Before Rate Adjustment 0.00 1.55 1.15 0.90 0.79 0.68
After Rate Adjustment 0.00 1.55 131 1.15 1.15 1.17

Summary of the Stormwater Rate Designs

This revenue requirement indicated a need for rates at the level presented in the first column
in Table ES-9 below. The modified, more gradual approach is presented in the right column in
Table ES-9.

Table ES - 9
Proposed Stormwater Rates

Revenue Adjusted

Requirement Rates 2012 Rates

Residential $4.90 $1.50
Commercial

Low Intensity - 1 ERU $4.90 $1.50

Moderate Intensity - >1 ERU (Assumes 5 ERUs) 24.50 7.50

High Intensity - > 5 ERUs (Assume 8 ERUs) 39.20 12.00

ERU = equivalent residential unit, or the average impervious area for a residential lot.

These adjusted rates are proposed to be implemented in July 2012. The revenue requirement
indicated a need for rates in future years to increase $0.50 per year. By implementing these
adjustments to the adjusted rates of 2012 rates each year of the review period, by 2016 the
residential rate (or cost per ERU) will still be $1.40 per month less than the revenue
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requirement indicated was necessary. The City will gradually be funding the needs identified in
the revenue requirement.

Summary of the Stormwater Rate Study

The gradual approach for implementing the stormwater utility was determined most
appropriate for allowing the City to develop wetland studies, evaluate stormwater planning
needs, and to begin funding stormwater system components in street projects with a
dedicated revenue stream for stormwater related projects and activities.

Summary

This concludes the executive summary of the financial review and analyses undertaken for the
City’s four utilities. These analyses were completed using the City’s 2010 financial records and
were developed using “generally accepted” rate setting and financial management principles
and methodologies. The results and recommendations provide the City Council with the tools
and information to keep the utilities operating on a financially sound basis.
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_ Section 1

0 ¢ Introduction

1.1 Introduction

The City of Leavenworth (City) retained HDR Engineering, Inc. (HDR) to perform a utility rate
study for its water, sewer and solid waste utilities as well as an analysis for the development of
a possible stormwater utility. A rate study will determine the adequacy of the existing rates
and provide the basis for adjustments for cost-based rates. This report describes the
methodology, findings, and conclusions of the rate study process.

These studies determine whether existing rates are adequate to meet each of the utility's
operating and capital expenses with revenues received from customers. Rates set too low may
result in insufficient funds to maintain system integrity. These studies provide a basis for
making rate adjustments as well as identifying issues of equity for some of the utility’s current
rates.

1.2 Overview of the Rate Study Process

A comprehensive study generally consists of three interrelated analyses performed for each
utility. Figure 1-1 provides an overview of these analyses.

Figure 1 -1

Overview of the Comprehensive Rate Analyses

Compares the sources of funds (revenues)
to the expenses of the utility to determine
the overall rate adjustment required

Revenue Requirement Analysis

Allocates the revenue requirements to
the various customer classes of service
in a “fair and equitable" manner

Cost of Service Analysis

Considers both the level and structure
of the rate design to collect the target
level of revenues

Rate Design Analysis

In a comprehensive rate study, a revenue requirement analysis is concerned with the overall
funding sources and expenses of the utility. From this analysis, a determination can be made
as to the overall level of adjustment to rates. Next, a cost of service analysis is performed to
equitably allocate the revenue requirements to the various types of customers served (e.g.
residential, commercial, etc.). Finally, once an overall level of rate adjustment is determined
and an equitable allocation of those costs, the last step of the rate study process in the design
of rates to collect the appropriate level of revenues while considering the other rate design
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goals and objectives of the utility (e.g. revenue stability, conservation, etc.). At the same time
HDR utilized “generally accepted” cost of service and rate setting techniques and industry best
practices in the development of the City’s utility rate studies.

Due to budget constraints, only the revenue requirement and rate design phases were
completed as part of the City’s study. Based on data provided by the City, HDR did provide
recommendations for cost of service analyses in the future, when determined to be feasible.
Therefore, the report address the methodology, findings and conclusions of the first and third
rate study phases, focusing on the level of rate revenue needed to fully fund each utility system
on a standalone basis, and the rates needed to best generate that level of funding, while
meeting the City’s goals and objectives.

1.3 Report Organization
This report is organized as follows:

Section 2 provides background information about the utility rate setting process.
Section 3 reviews the water analysis developed for the City.

Section 4 reviews the sewer analysis developed for the City.

Section 5 reviews the solid waste utility analysis developed for the City.

Section 6 reviews the feasibility of establishing a stormwater utility, with a projected
financial plan, as developed for the City.

A technical appendices attached at the end of the report provide the analyses used for each of
the utilities in the preparation of this report, including the draft financial policies provided to
the City.

1.4 Summary

This report reviews the water, sewer, solid waste rate and stormwater utility analyses prepared
for the City. The report has been developed utilizing generally accepted utility setting
methodologies.
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Section 2 —
/Y Overview of the Rate Setting Process

2.1 Introduction

This section provides background information about the rate setting process, including
descriptions of generally accepted principles, types of utilities, methods of determining
revenue requirements, and rate design. This information is useful for gaining a better
understanding of the detailed analyses presented in following sections of the report.

2.2 Generally Accepted Rate Setting Principles

As a practical matter, utilities should consider setting their rates around some generally
accepted or global principles and guidelines. Utility rates should be:

Cost-based, equitable, and set at a level that meets the utility’s full revenue requirement
Easy to understand and administer

Designed to conform with generally accepted rate setting techniques

Stable in their ability to provide adequate revenues for meeting the utility’s financial,
operating, and regulatory requirements

m Established at a level that is stable from year-to-year from a customer’s perspective

These principles and guidelines were applied, to the degree possible, in the development of the
rate analyses developed for the City.

2.3 Prudent Financial Planning

Financial rate-setting policies and guidelines are

integral to the process of developing a utility rate study. “Adoption of financial
Financial policies are intended to provide guidance in policies provides a strong
the financial planning and rate-setting process, and in foundation for the long-term
the day-to-day financial management of the City’s financial sustainability of the
utilities. Adoption of financial policies provides a strong utilities and provides the
foundation for the long-term financial sustainability of outside financial community
the utilities and provides the outside financial with a better understanding
community with a better understanding of the City's of the City’s commitment to
commitment to managing the utilities in a financially managing the utilities in a
prudent manner. A set of key financial and rate-setting financially prudent manner.”
policies was developed for the City as part of this study.

The policies address issues such as maintaining reserves

for various purposes, debt service coverage ratios, and funding of capital improvements from
rates. The Public Works Committee reviewed these policies during the updates on the rate
study progress by City staff.

Several of the policies are already in place as financial and management practices of the City,
and specifically for the utilities. Establishing and adopting written financial policies is a strong
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signal to the local community and the financial community of the Council’s resolve to manage
the utilities in a proactive and financially responsible manner.

The establishment of reserves and funding of renewal and replacement capital are key
components of financial planning and rate-setting, and as such, are discussed below.

ESTABLISHING MINIMUM OPERATING RESERVE BALANCE — The City should strive to maintain a cash
balance sufficient to meet the operating expenses. A minimum balance equal to 60 days
0&M expense is recommended for each utility. This represents approximately 16% of the
0&M operating expenses (60 days/365 days).

EstAaBLISHING MiNIMuM CAPITAL RESERVE FUNDS - Capital reserves are established to fulfill the
cash flow requirements of capital infrastructure construction costs, which vary significantly
annually, depending on each year’s projects and the funding sources available. Within the
utility industry, capital reserves are generally established based on an average of projected
annual capital expenditures, excluding unusually large one-time capital needs. For each
utility, the City should attempt to maintain a capital reserve approximately equal to one-
year of renewal/replacement type projects, or a six-year average of typical renewal and
replacement (routine) type projects, not including large one-time project expenses. These
funds can be separated into a different fund to ensure funds go only toward capital
improvements, or can be contained within the overall utility fund balance but are
accounted for separately for each utility and only for capital expenditures.

GROWTH RELATED CAPITAL RESERVES - System development charges or other growth related
funds can be maintained within the utility capital fund balance, but should be accounted
for separately. These funds should be expended only on growth/capacity-related capital
facilities or growth related debt service. These fees for each utility are dependent on
customer growth and do not have a targeted minimum balance to be maintained.
Managing this revenue in a separate fund is often the easiest administratively.

BoND RESERVES - Bond reserves may be legally required for specific debt issues. Bond
reserves will be established in accordance with the legal covenants of each debt issue.

OTHER RESERVES FOR CONSIDERATION - Some utilities establish replacement reserves,
contingency reserves, and/or rate stabilization reserves. Based on the City’'s past practices
and experience, the reserves described above appear to be adequate at this time.

Reserve Levels - Maintenance of minimum reserves should not, on its own, trigger the
need for a rate adjustment. Rates will be reviewed after two consecutive years of
diminishing reserves below target minimums, as a result of covering costs.

RATE FUNDING FOR RENEWAL AND REPLACEMENT CAPITAL PROJECTS - The funding of on-going
renewal and replacement capital projects should primarily be funded from rates. The use
of long-term debt issues to fund renewal and replacement projects should be minimized
whenever possible. In order to adequately support this funding method, each utility should
budget and fund, at a minimum, an amount equal to or greater than annual depreciation
expense. In this way, the infrastructure is restored as it deteriorates and its useful life is
diminished. These funds must be used for replacement and rehabilitation related project
expenditures.

DeBT SERVICE COVERAGE TARGET RATIO - For financial planning purposes, the annual debt
service coverage ratio associated with each utility shall be greater than or equal to 1.50 on
all outstanding debt that carries a legal bond covenant.
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m  ANNUAL RATE REVIEWS AND COMPREHENSIVE RATE AND FEE STUDIES — The City has a practice of
annual rate reviews, to verify adequate rate revenue for each utility. Additionally, utility
rate studies should be conducted at a minimum every five (5) years to update assumptions
and ensure the long-term solvency and viability of the City’s utilities.

This concludes this brief summary of financial policies related to reserves, funding of
replacement capital projects, and debt service coverage. A more detailed copy of the set of
financial policies drafted for the City is provided in Appendix A of this report.

2.4 Types of Utilities “Public utilities are .
. . theoretically

Utilities are generally divided into two types:
operated at zero

= Public utilities are usually owned by a city, county, or special profit. As a point of

district, and are theoretically operated at zero profit. A public | reference, the City’s
utilities are public

utilities.

utility is locally owned since its customers are also its owners.

Public utilities are capitalized or financed by issuing debt and
soliciting funds from customers through direct capital
contributions or user rates. Public or municipal utilities are typically exempt from state and
federal income taxes. A publicly elected City council or board of trustees usually regulates
public utilities.

m Private utilities are “for profit” enterprises and are owned by a private company and/or
stockholders. The shareholders are, in essence, the owners of the private utility. Therefore,
the owners of a private utility may not be customers or local citizens, but rather numerous
individuals or shareholders spread across the United States.

A private utility is capitalized by issuing stock to the general public. Private utilities are
taxable entities. Given their for-profit status, their rates and operations are generally
regulated by a state public utility commission or other regulatory body.

As a point of reference, the City’s utilities are public utilities and the analyses have been
based on the methodology generally utilized by for public utilities.

2.5 Determining the Revenue Requirement

Because public and private utilities have very different administrative and financial
characteristics, their methods differ for determining revenue requirement and setting rates.

2.5.1 Public Utilities

Most public utilities use the “cash basis” approach for establishing their revenue requirement
and setting rates. This approach conforms to most public utility budgetary requirements and
the calculation is easy to understand. A public utility:

Totals its cash expenditures for a period of time to determine required revenues.

Adds operation and maintenance (O&M) expenses to any applicable taxes or transfer
payments to determine total operating expenses. Operation and maintenance expenses
include the materials, electricity, labor, supplies, etc. needed to keep the utility functioning.

m Calculates capital costs by adding debt service payments (principal and interest) to capital
improvements financed with rate revenues. In lieu of including capital improvements
financed with rate revenues, a utility sometimes includes depreciation expense to stabilize
annual revenue requirement.
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Under the cash basis approach of accounting, the sum of the capital and operating expenses
equals the utility’s revenue requirement during any period of time (see Table 2-1).

Note that the two portions of the capital expense component (debt service and capital
improvements financed from rates) are necessary under the cash basis approach because
utilities generally cannot finance all their capital facilities with long-term debt. An exception
occurs if a public utility provides service to a wholesale or contract customer. In this situation,
a public utility could use the “utility basis” approach (see below) to earn a fair return on its
investment.

Table 2-1
Cash versus Utility Basis Comparison
Cash Basis Utility Basis (Accrual)

+ O&M Expense + O&M Expense

+  Taxes or Transfer Payments + Taxes or Transfer Payments

+  Capital Improvements Financed with + Depreciation Expense

Rate Revenues (2 Depreciation Expense)
+  Debt service (Principal + Interest) + Return on Investment
= Total Revenue Requirement = Total Revenue Requirement

The analyses developed within this report utilize the cash basis methodology. This is
consistent with past practices in the City’s utility rate-setting.

2.6 Designing Rates

For this study, rates that meet the utility’s objectives are designed based on the revenue
requirement analysis results. This provides rates that are cost-based. Rate desigh, however,
may also consider factors such as ability to pay, continuity of past rate philosophy, economic
development, ease of administration, and customer understanding. These concepts and
priorities are analyzed individually for each utility.

2.7 Economic Theory and Rate Setting

One of the major justifications for a utility rate study is founded in economic theory. Economic
theory suggests that the price of a commodity must roughly equal its cost if equity among
customers is to be maintained. This statement’s implications on utility rate designs are
significant. For example, a water utility usually incurs capacity-related costs in meeting its
peak day requirements. It follows that the customers who cause maximum peak day demands
should pay for those demand-related facilities in proportion to their contribution to maximum
demands. Emphasis on seasonal and marginal cost-based utility
rates embraces this economic concept. Similarly, sewer rates
are sometimes focused on strength of flow, along with volume.
When costing and pricing techniques are refined, consumers
have a more accurate picture of what the commodity costs to
produce and deliver. This price-equals-cost concept provides the
basis for the subsequent analysis and comments.

“Economic theory
suggests that the
price of a commodity
must roughly equal its
cost if equity among
customers is to be
maintained.”

While much of this type of analysis would be completed within a
cost of service analysis, (the second phase of a comprehensive
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rate study) HDR has provided comments as to how the existing and alternative rate designs do
or do not provide pricing signals, as guidance to the City for a time when a cost of service
analysis can be completed for the utilities.

2.8 Summary

This section of the report has provided a brief introduction to the general principles,
techniques, and economic theory used to set water, sewer, solid waste and stormwater rates.
These principles and methodologies are the basis for the City’s analyses. The next section
discusses the water utility rate study.
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L Section 3

&7, ( Development of the Water Utility Rate Study

3.1 Introduction

A utility rate study determines the adequacy of the existing water rates and provides the basis
for adjustments to cost-based rates. This section describes the methodology, findings, and
conclusions of the rate study process conducted for the City’s water utility.

3.2 Determining the Water Utility Revenue Requirement

The revenue requirement analysis is the first analytical step in the comprehensive rate study
process. This analysis determines the adequacy of the City’s overall water rates. From this
analysis, a determination can be made as to the overall level of water rate adjustment needed
to provide adequate and prudent funding for both operating and capital needs. Typically, the
main objectives of a water rate study are to develop cost-based rates while attempting to
minimize the impacts to the utility’s customers.

In developing the water revenue requirement, it was assumed the utility must financially
“stand on its own” and be properly funded. As a result, the revenue requirement, as developed
herein, assumes the full funding needed to operate and maintain the system on a financially
sound and prudent basis.

Provided below is a detailed discussion of the development of the revenue requirement
analysis for the City’s water utility.

3.2.1 Establishing a Time Frame and Approach

The first step in calculating the revenue requirement for the water utility was to establish a
time frame for the revenue requirement analysis. For this study, the revenue requirement was
developed for a six-year projected time period (2011 - 2016). Reviewing a multi-year time
period is recommended to identify any major expenses that may be on the horizon. By
anticipating future financial requirements, the City can begin planning for these in an attempt
to minimize short-term rate impacts and overall long-term rates.

The second step in determining the water revenue

“ the revenue requirement for the City was to decide on the basis of
requirement, as developed accumulating costs. For the City’s revenue requirements,
herein, assumes the full a cash basis approach was utilized. The cash basis
funding needed to operate approach is the most commonly used methodology by
and maintain the system municipal utilities to set their revenue requirement.
on a financially sound and Section 2 of this report provided a simple overview of the
prudent basis.” cash basis methodology. The actual revenue requirement
developed for the City was customized to follow the

utility’s system of accounts (budget documents). Even
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with the specific customizations, the water utility revenue requirement still contains the four
basic cost components of a cash basis methodology. Table 3-1 provides a summary of the
cash basis approach used to develop the City’s water revenue requirement.

Table 3 -1

Overview of the Water Utility Cash Basis Revenue Requirements

+
+
+
+

Water Operations

Taxes and Transfers

Capital funding from rates(@

Debt service (P + 1) existing and future
Total Water Revenue Requirement

(@ Rate funded capital
+ Total water capital improvement projects

— Funding sources other than rates

System Development Charges

Grants

Developer Contributions

Capital and/or Operating Reserves
Long-term debt (low-interest loans and bonds

ESANENENEN

= Rate funded capital

Given a time period around which to develop the revenue requirement and a method to
accumulate the appropriate costs, the focus then shifts to the development and projection of
the revenues and expenses forf the water utility. Using the utility’s historical billing records,
operating budget and the capital improvement plan, the water utility revenues and expenses
were analyzed.

3.2.2 Projecting Water Rate and Other Miscellaneous Revenues

The first step in developing the revenue requirement was to develop a projection of water rate
revenues, at present rate levels. In general, this process involves developing the projected
consumption or billing units for each customer group. The billing units for each customer
group were then multiplied by the applicable current rates. This method of independently
calculating revenues verifies the
projected revenues used within
the analysis tie to the projected
consumption. The projected
consumption by customer class
was based on  historical
consumption records  from
2010. In this process of
independently calculating the
rate revenue, HDR’s projected
revenue was roughly $7,000
short of the actual revenue for
2010, or less than 1% below the
actual 2010 revenue. However,

Projected 2011 Rate Revenue by
Customer Class

Residential

H Commercial
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when incorporating the City’s rate adjustment for 2011, the projected revenue was $30,000
below the City’s budgeted revenue for 2011. City records as of the beginning of September,
2011 indicated that estimated year end revenue would come close to the $1 million estimated
revenue. Therefore, that $1 million revenue total was used to project revenue forward in future
years.

The vast majority of the City’s rate revenues are derived from residential customers. Currently,
the City has two major classes of service: residential and commercial. There is an outside
surcharge of 1.25 for customers outside city limits. The City’s existing rates have a monthly
meter charge and a consumption rate which has several consumption billing blocks which
increase in cost as usage increases.

In total, at 2011 rates, the utility is projected to receive approximately $1.0 million in rate
revenue. Over the planning horizon of this study, customer growth is expected to be flat for
2012 through 2013, and 0.5 percent per year thereafter, through 2016. This results in total
rate revenues of slightly more than $1.0 million in 2016.

In addition to rate revenues, the utility also receives a variety of miscellaneous revenues which
includes interest on investments, late fees, a variety of service fees such as plan review, water
installation (tap fees) and other miscellaneous revenue. The utility is projected to receive
approximately $59,000 in miscellaneous revenues in 2011. Miscellaneous revenues are
expected to decrease, due to lower tap fees, to approximately $53,000 in 2016.

On a combined basis, taking into account the water rate revenues along with miscellaneous
revenues, the utility’s total projected revenues are expected to be approximately $1.0 million
throughout the review period.

3.2.3 Projecting Operation and Maintenance Expenses

Operation and maintenance (O&M) expenses are incurred by the water utility to operate and
maintain the existing plant in service. The costs incurred in this area are expensed during the
current year and are not capitalized or depreciated. In developing this analysis, HDR
maintained the overall nature of the utility’s system of accounts.

To begin the process of projecting water 0&M expenses over the planning horizon, escalation
factors were developed. Escalation factors were developed for the basic types of expenses the
utility incurs: labor, benefits, materials and supplies, utilities, insurance, and miscellaneous
expenses. Because of the more recent large escalations in medical benefit costs the escalation
factor was assumed to be six percent per year over the planning horizon. All other expense
escalation factors used were three percent per year.

Given the 2011 O&M expenses, HDR then escalated the O&M expenses based on the
appropriate escalation factors. Total operation and maintenance expenses for the utility are
projected to be approximately $575,000 in 2011. O&M expenses are projected to increase to
approximately $665,000 by 2016 primarily as a result of assumed inflation over the time
period. A few budget line items were adjusted by the City based on more recent and updated
information. No other extraordinary O&M expense increases or decreases were assumed
during the planning period.

I_D'( Development of the Water Utility Rate Study 22
- City of Leavenworth — Water, Sewer, Solid Waste and Stormwater Utility Rate Study



3.2.4 Projecting Taxes and Transfer Payments

At the present time, the water utility pays State public utility taxes of 5.029% on gross
revenues, less irrigation and internal City sales of water. In addition, the water utility pays
10.0% of revenues in City B&O taxes. Total taxes for the utility are projected to be
approximately $140,000 in 2011. Tax expenses are projected to increase to approximately
$145,000 by 2016.

In addition to taxes, the utility pays transfers to other internal city funds for internal services.
For example, the utility is projected to pay $38,000 in equipment rental charges in 2011,
increasing to $42,000 by 2016. These costs are adjusted for estimated utility shares of
projected equipment replacements during the planning period, per City equipment
replacement schedules provided. Additionally, the utility is projected to pay $21,000 in 2011
for interfund charges for services (utility billing, budgeting, accounting, Human Resources, etc.),
which increases to $24,000 in 2016.

3.2.5 Projecting Capital Improvement Projects Funded From Rate Revenue

Utilities incur a variety of needs for capital improvements. There are three major types of
improvements: regulatory driven, growth related, and renewal and replacement capital
projects. The utility’s capital improvements during the review period include a variety of needs
including all three types of projects.

The water utility has a number of capital improvement projects and capital expenses planned
over the study’s time horizon. In total, there is approximately $2.3 million in projected water
capital projects through 2016. These projects include well pump repairs, water main
replacements and expansions, and meter upgrades.

There are a number of different methods which may be used to fund the capital plan. Among
the methods that may be used to finance these capital improvement projects are system
development charges, cash reserves, developer contributions, rates, and long-term debt. Table
3-2 presents a summary of the capital improvement plan for the water utility from 2011
through 2016. This capital plan was developed based on projects identified in the 2008
System Development Charge study, the Draft 2010 Water System Plan, the Peer Review of the
2010 Draft Water System Plan, and other known utility needs within the system.
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Table 3 -2

Summary of the Water Capital Improvement Plan ($000s)

2011 2012 2013 2014 2015 2016
Capital Projects
Water System Plan $5 $0 $0 $0 $0 $60
PW Expansion Property 46 0 0 0 0 0
Water Rights Legal Fees 200 100 100 0 0 0
Dwntwn Master Plan-LID Benefit Stdy 0 7 0 0 0 0
Well Pump #2 & #3 5 120 0 0 0 0
Titus/Chum. Trnsm.Main Upsizing; Ph 2 0 0 110 0 0 0
Titus/Chum. Trnsm. (8" - 12") 0 0 216 0 0 0
Titus/Chum. Trnsm. (Up to 8") 0 0 215 0 0 0
PRV from Zone 2 to Zone 1 (Chumstick) 0 0 40 0 0 0
Meter Upgrades 15 20 20 20 20 20
E. Leaven. Design & Construction 0 0 0 320 0 0
Topo Mapping 0 5 0 0 0 0
E. Leav. Rd. Pond, DOE Mitigation 0 15 40 5 10 0
Front St., Division-14th Main Repl. 0 295 0 0 0 0
Pine Street Water Main Installation - 12" 0 0 (0} 215 0 (0}
Utility Rate Study 0 0 0 0 0 20
Total Capital Outlays $271 $562 $741 $560 $30 $100
Transfer to Capital Reserve $o0 $0 $0 $0 $14 $0
Total Capital Improvements $271 $562 $741 $560 $44 $100
Less: Outside Funding Sources
Reserves $0 $0 $0 $0 $0 $0
SDC revenue 1 2 4 9 9 9
Grant Funding 0 0 0 0 0 0
Developer Contributions 0 0 216 0 0 0
Low-interest loans 0 325 0 86 0 31
New Revenue Bonds 260 220 501 435 0 0
Total Outside Funding Sources $261 $546 $721 $530 $9 $40
Rate Funded Capital $10 $15 $20 $30 $35 $60

Note: Slight differences may occur due to rounding.

In viewing Table 3-2, it should be noted that the “Rate
Funded Capital” was increased over the planning horizon “A general financial

from approximately $10,000 per year to $60,000. The guideline states that, at a
rational for this increase in rate funding is driven by the minimum, a utility should

current assets of the water utility. A general financial fund an amount of
guideline states that, at a minimum, a utility should fund an capital replacement
amount of capital replacement projects equal to or greater projects equal to or
than annual depreciation through rates. Annual greater than annual
depreciation expense reflects the current investment in depreciation through
plant being depreciated or “losing” its useful life. Therefore, rates.”

this portion of plant investment needs to be replaced, or put
into reserves for future replacement to maintain the existing
infrastructure. It must be kept in mind that, in theory, annual depreciation expense reflects an
investment in infrastructure an average of 30 years ago, assuming a 60-year useful,
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depreciable life. The current depreciation expense for the water utility is estimated to be
$327,000.

This estimated depreciation schedule is based on an extraction from the City’s hydraulic model
of pipelines, the City providing estimated year of construction, and HDR applying a current
replacement cost and applying the Engineering News Record construction cost index (ENR-CCI)
to bring the costs into the time frame of the when the asset was constructed. Useful life values
of 50 years were applied to the pipelines to determine the annual depreciation for each
pipeline. Additional assets and their values were included from the City’s insurance schedule.
Details of the estimated depreciation can be found in the water utility system development
charge model developed for the City.

A gradual plan to fund the minimum of depreciation expense was developed, balancing rate
impacts against timing to achieve this goal. While $60,000 is only 20% of the 2010 estimated
depreciation expense, it was necessary to implement this target financial guideline gradually
at this time, particularly because of the struggles currently at play in the economy.

Simply funding an amount equal to annual depreciation expense will not be sufficient to
replace the existing or depreciated facility. Infrastructure replacement costs generally are at
least two times the depreciation expense. Therefore, consideration should be given to funding
within rates some amount greater than annual depreciation expense for renewals and
replacements. Whenever possible, the City should increase the rate funding of capital projects.

Of the total CIP of approximately $2.3 million, $170,000 is rate
funded, $1.8 is projected to be debt financed, $216,000 funded
from developer contributions, and approximately $35,000 in
system development charges.

“Whenever
possible, the City
should increase
the rate funding of
capital projects.”

3.2.6 Projecting Debt Service

The final component of the water utility’s revenue requirement is
debt service. At the present time, the water utility has four outstanding debt obligations,
amounting to an average of $235,000 annually in debt service payments. These are drinking
water state revolving fund loans (2) for new reservoirs and booster pump stations and two
Public Works Trust Fund (PWTF) loans for a portion of the west reservoir and another for the
water utility cost of a downtown roadway project where the water main was replaced.

Additional low-interest loans are assumed for pump station and water main replacement
projects. Revenue bonds are assumed, (as a worse case scenario, if low-interest loans are not
obtainable for these projects) to fund the water rights legal fees and additional water main
replacements. Debt payments for these additional issues range from $20,000 in 2011 to
$145,000 in 2016. The total annual payment for existing and new assumed debt is estimated
to be $367,000 in 2016.

System development charge (SDC) revenue can be applied to growth related debt. Up to 50%
of SDC revenue is recommended, so that in years when development declines, there will still
be adequate revenue available to make debt payments. With 50% of SDC revenue applied
toward growth related debt, the net debt payment in 2016 is $358,000. During this planning
horizon, there is more growth related debt than there is SDC revenue available to pay 50% of it.
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Generally, revenue bonds contain rate covenants requiring rates to be set at an adequate level
to assure meeting specified minimum debt service coverage (DSC) ratio. This is a financial
measure of the utility’s ability to repay the debt. In general, the DSC is set at a level such that
revenues less operating expenses should be 1.25 times greater than the maximum annual
debt service on the outstanding debt. Given this minimum DSC, it is often prudent to plan or
set rates at a level which exceeds this minimum. This guarantees meeting the minimum DSC,
and at the same time, provides a slight cushion for unexpected changes. A higher DSC ratio
can also strengthen the City’s potential to receive a higher bond rating with lower interest on
bonds in the future. Bond rating agencies would review the City’s past financial strength and
ability to repay the bonds.t Within the financial policies drafted as part of this study, the City
would target 1.50 for DSC ratio for revenue bonds and 1.10 for all debt.

The debt service coverage falls below the 1.10 minimum without any rate adjustments. With
the proposed rate adjustments the debt service coverage of 1.25 is achieved by 2016 for all
debt. For revenue bonds only, over the 1.50 is achieved throughout the review period.

3.2.7 Summary of the Revenue Requirements

Given the above projections of revenues and expenses, a summary of the revenue requirement
for the City’s water utility can be developed. In developing the final revenue requirement,
consideration was given to the City’s financial forecast and reserve policies. In particular,
emphasis was placed on attempting to minimize rates, yet still have adequate funds to support
the operational activities and capital projects throughout the projected time period. Presented
in Table 3-3 is a summary of the water revenue requirement. Detailed analysis can be found in
Exhibit 3 of Appendix B.

1 While this study has reviewed the water utility on a “stand alone” basis, for purposes of issuance of debt
and calculating debt service coverage, the financial strength of all utilities would be considered.
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Table 3-3

Summary of Water Utility Revenue Requirement ($000s)

2011 2012 2013 2014 2015 2016

Revenue

Rate Revenue $1,001 $1,001 $1,001 $1,006 $1,011 $1,016

Misc. Revenue 59 50 50 52 53 54
Total Revenue $1,060 $1,051 $1,051 $1,058 $1,064 $1,070
Expenses

0&M Expenses $576 $576 $598 $619 $642 $666

Taxes/Interfund Transfers 199 203 203 205 210 211

CIP from Rates 10 15 20 30 35 60

Net Debt Service 251 284 324 361 359 358

Working Capital 0 0 0 0 0 0
Total Expenses $1,035 $1,078 $1,145 $1,215 $1,246 $1,295

Balance/(Deficiency) Before Tax $25 ($27) ($94) ($157) ($182) ($225)

Additional Taxes w/Rate Adj. $0 $4 $14 $24 $27 $34
Net Bal./(Defic.) of Funds $25 ($31) ($108) ($181) ($209) ($259)
Defic. as a % of Rates -2.5% 3.1% 10.8% 18.0% 20.7% 25.5%
Proposed Rate Adjustment 0.0% 4.0% 6.0% 6.0% 5.0% 3.5%
Debt Service Coverage Ratio (All debt)

Before Rate Adjustment 1.13 0.95 0.76 0.63 0.58 0.53

After Rate Adjustment 1.13 1.09 1.07 1.09 1.20 1.27
Debt Service Cove. (Revenue Bonds)

Before Rate Adjustment 13.71 7.08 3.05 1.95 1.76 1.61

After Rate Adjustment 13.71 8.12 4.29 3.36 3.67 3.89
It is important to note the annual deficiencies in Table 3-3 are cumulative. That is, any

adjustment in the initial years will reduce the needed deficiency in the following years.

The results of the revenue
requirement analysis
indicate a deficiency of funds
over the planning period
(2011-2016). The deficiency
ranges from a balance of
$25,000 in 2011 to a
deficiency of approximately

$225,000 in 2016, or a
cumulative deficiency of
25.5%. The needed

adjustments for the water

utility are primarily being
driven by the need to increase

1.40
1.20
1.00
0.80
0.60
0.40
0.20
0.00

Debt Service Coverage Ratios - All Debt

2011 2012 2013 2014 2015

=—&—Debt Service Coverage Before Rate Adjustments
—i—DSC After Proposed Adjustments
DSCAfter Required Adjustments

2016

the funding of capital improvements from rates (“CIP from Rates”) and funding capital through

BR
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debt. At the present time, very little capital improvements are being funded from current on-
going revenues (i.e. rates) and it is important for the City to increase this funding level in order
to properly and adequately maintain the City’s existing water infrastructure.

An indication of a utility’s financial standing is the debt service coverage ratio (DSC). Table 3-3
shows that on a stand-alone basis, the water utility needs the proposed rate adjustments in
order to meet the minimum bond requirements. To further explain, a utility with a DSC of 1.0
has no additional revenue available after accounting for operation & maintenance expenses,
taxes and debt service payments. This means that without an alternative source of funding
such as system development charges, the utility will have no rate funding for capital projects.

As noted earlier, a DSC ratio of 1.25 is a minimum requirement of the revenue bond
covenants. The City revenue bonds meet the 1.25 requirement.

3.2.8 Review of the Reserve Levels

Reserves are an important part of a utility’s financial picture. There can be many different
purposes for reserves. The City currently has two reserve funds: operating and capital projects
reserves. It is important for the City to set a minimum and maximum balance on the reserve
funds. When the balance of funds reaches the minimum level, it is a signal for action on the
City’s part. For the operating reserve fund the City has set a target balance of 16% (60 days of
O&M) of operation and maintenance expenses. For the water system this would imply
approximately $95,000 in 2011, increasing to $110,000 in 2016. During the projected time
period the operating reserves slightly exceed the target minimum balance. Fund balance is
used, as necessary, to keep rates as low as possible.

A capital reserve fund is

established  within  the Revenues vs. Expenses (000's)
financial planning model
o $1,600
created for the utility. $1.400
However, in an attempt to $1,200
minimize rates as much as $1,000 -
possible, only $14,000 is 2288 ]
available through 2016 to $400 -
work toward funding this $200 -
reserve. Whenever funds $0
d 2011 2012 2013 2014 2015 2016
exce? . expenses, Il Total Revenue Requirement
consideration should be ——Revenue After Proposed Adjustments
given to increasing the Revenue Before Rate Adjustments

water utility capital reserve.

3.2.9 Consultant’s Conclusions for the Water Revenue Requirement

Based on the revenue requirement analysis developed, and the City’s desire to keep rate
adjustments as reasonably and prudently low as possible, HDR proposes the City increase the
overall revenue levels of the water utility by a minimum of 4.0% in 2012, 6.0% in 2013 and
2014, 5.0% in 2015, and 3.5% in 2016. The anticipated adjustments would move the City
toward fully supporting the current level of operations and capital needs for the water utility.
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3.3 Water Rate Design

The final step of the comprehensive water rate study process is the design of water rates to
collect the desired levels of revenues, based on the results of the revenue requirement and
cost of service analysis. In reviewing water rate designs, consideration is given to the level of
the rates and the structure of the rates.

3.3.1 Rate Design Criteria and Considerations

Prudent rate administration dictates that several criteria must be considered when setting
utility rates. Some of these rate design criteria are listed below:

Rates which are easy to understand from the customer’s perspective

Rates which are easy for the utility to administer

Consideration of the customer’s ability to pay

Continuity, over time, of the rate making philosophy

Policy considerations (encourage conservation, economic development, etc.)
Provide revenue stability from month to month and year to year

Promote efficient allocation of the resource

Equitable and non-discriminatory (cost-based)

Many contemporary rate economists and regulatory agencies feel the last consideration, cost-
based rates, should be of paramount importance and provide the primary guidance to utilities
on rate structure and policy.

It is also important that the City provide its customers with a proper price sighal as to what
their consumption or usage is costing. This goal may be approached through rate level and
structure. When developing the proposed rate designs, all the above listed criteria were taken
into consideration. However, it should be noted that it is difficult, if not impossible, to design a
rate that meets all the goals and objectives listed above. For example, it may be difficult to
design a rate that takes into consideration the customer’s ability to pay, and one which is cost-
based. In designing rates, there are always trade-offs between the goals and objectives.

3.3.2 Review of the Overall Rate Adjustments

As indicated in the revenue requirement, the priority for the water utility was to adjust and
transition the overall level of the water rates to meet the utility’s financial needs. Therefore,
the results of the revenue requirement analysis were the primary basis for establishing the
proposed rate adjustments for the water utility. The proposed rate adjustments will be applied
equally among each of the customer classes of service.

3.3.3 Present and Proposed Water Rates

In developing the proposed rate designs, the City's existing rate structures were reviewed.
Table 3-4 shows the City’s 2011 water rate schedule.
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Table 3-4

Present 2011 Water Rates

Present Rates

Residential
Meter Charge by Size (Monthly)
3/4" $47,00
1" 50.00
11/2" 59.00
Low-Income Senior/Disabled Discount 21.00
Additional Hardship LIS/Disabled 10.00
Consumption - $/1,000 Gallons
First 15,000 gallons $0.00
15,001 - 50,000 1.25
50,001 - 100,000 1.50
100,001 - 150,000 2.00
Over 150,001 2.75
Commercial
Meter Charge by Size (Monthly)
3/4" $47,00
1" 49-00
11/2" 59.00
2" 61.00
3" 181.00
Consumption - $/1,000 Gallons
First 15,000 gallons $0.00
Over 15,001 1.25

As can be seen in Table 3-4 the present rate is comprised of a monthly service charge by meter
size. Disability/Low-Income Senior Discount has a separate and reduced charge. In addition
to the monthly service charge, there is a consumption charge based on usage. The
consumption charge is an increasing block rate structure for residential and a uniform charge
for all consumption for commercial. All customers outside city limits have a 125% differential
applied to the inside city rate with one exception. The outside city commercial customers
currently have a consumption schedule similar to that of the residential customer class, except
that there are four consumption blocks. The first chargeable consumption block goes to
100,000 gallons of water. The remaining consumption blocks are the same.

While the City’s current rate design has an inverted block rate structure, which is typically
considered a conservation-based rate, by providing 15,000 gallons each month within the
meter charge, a conservation message is not readily apparent. Many industry utility rate
surveys compare rates at 7,500 gallons per month usage, reflecting what is considered a
typical household or indoor monthly usage. By having the first chargeable consumption block
up to 50,000 gallons, and increasing in blocks of 50,000 gallons of consumption, the rate
design does not actually send a meaningful message or price signal to customers about the
value of their water resource.
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Four rate design alternatives were developed for the water utility. In addition, three iterations
or adjustments were developed for the final conservation-based rate design based on input
from the City Council.

For each class of service, proposed rates were developed for 2012. Table 3-5 presents the
proposed rate design for each customer class using the existing monthly service charge and a
consumption charge.

Table 3-5
Present and Proposed Water Rates
Present Proposed
2011 [1] 2012
Residential
Meter Charge by Size (Monthly)
3/4" $47.00 $47.00
1" 50.00 49.00
11/2" 59.00 59.00
Low-Income Senior/Disabled Discount 21.00 21.00
Additional Hardship LIS/Disabled 10.00 10.00
Consumption - $/1,000 Gallons
First 15,000 gallons $0.00 First 7,500 gallons $0.00
15,001 - 50,000 1.25 7,501 - 15,000 0.65
50,001 - 100,000 1.50 15,001 - 25,000 1.45
100,001 - 150,000 2.00 Over 25,000 1.85
Above 150,001 2.75
Commercial

Meter Charge by Size (Monthly)
3/4" $47.00 $47.00
1" 49.00 49.00
11/2" 59.00 59.00
2" 61.00 61.00
3" 181.00 181.00
Consumption - $/1,000 Gallons
First 7,500 gallons $0.00 $0.00
Next 7,500 0.00 1.22
Over 15,001 1.25 1.22

[1] Present rates for outside commercial have similar block sizes, but the second block goes from 15,001 to
100,000 at $1.25. The last two consumption blocks are the same as shown above.

As presented above in Table 3-5, the consumption blocks are reduced to provide 7,500 gallons
within the meter charge, and then charging for consumption beyond that, with smaller block
sizes for the next three consumption blocks or tiers. These block sizes reflect more realistic
consumption for a typical household, with consumption beyond 10,000 gallons per month
assumed to be outdoor, and more discretionary usage. A typical residential customer with a
3/4” meter, using 15,000 gallons monthly, under the present 2011 rates, would have a
monthly bill total of $47.00. Under the proposed 2012 rates, the same customer would pay
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$48.90 or a $1.90/monthly difference. The uniform rate for all consumption over the 7,500
gallon level is maintained for the commercial customer class.

It is recommended that in the future, the outside city commercial rates have the same 125%
differential to the inside City commercial rates. This will create a rate schedule that is easier
for customers to understand, easier to administer, and more equitable across customer
classes.

It is important to note that the utility can benefit from a cost of service analysis when the City
determines there is adequate funding or need to prioritize one. Cost of service analyses look at
the differences in cost to serve various types of customers to determine if rate design and
revenue generation is at the appropriate level from each customer class.

In the course of the rate design phase of the study, the City Council considered several
different rate options, including alternatives to the 125% outside surcharge. As of the writing
of this report, the outside differential remains at 125% greater than the inside city rates. This
surcharge is related to several factors. First, it costs more to serve outside city customers due
to additional pumping costs, and higher costs per connection for service issues (longer to drive,
longer staff time, additional travel expenses, meter reading, less customers per mile of pipe,
etc.), The City is also issuing a tax obligation bond for water rights legal fees. The water rights
are necessary for growth, which is projected to occur primarily outside of the current City limits.
These tax obligation bonds are planned to be repaid with water utility revenue, however, the
City must offer the City tax revenue as collateral for the bonds. Outside city customers do not
contribute to tax revenue. Therefore, a portion of the surcharge is related to this risk the City is
incurring.

There are additional risks the City realizes in providing service to non-tax paying customers that
can impact insurance premiums and other operational costs. These customers should,
therefore, share in paying for the added risk. Additionally, charging a return on investment
when providing service to outside jurisdiction boundaries is common industry and rate setting
practice. This is, in part, related to the risk the City takes on developing facilities to serve
outside City customers. Those customers should pay a return on investment premium for the
investment in infrastructure made by the City in order to serve them.

3.4 Summary of the Water Rate Study

This completes the analysis for the City’s water utility. The analyses were based on City data
using generally accepted rate-setting methodologies and principles. It is recommended that
rates be increased by 4.0% in 2012. Slightly larger increases are projected to be needed in the
future years of the review period to fund all operating and capital needs, as presented in this
report. A detail of the calculations can be found in Appendix B.
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4.1 Introduction

This section describes the development of the sewer rate study for the City. Similar to the
water rate study, a revenue requirement and rate design analysis was conducted for the City’s
sewer utility. One of the main objectives of a sewer rate study is to develop cost based rates
while attempting to minimize the impacts to the utility’s customers. Provided below is a
detailed discussion of the technical analyses, along with our findings, conclusions and
recommendations.

4.2 Determining the Sewer Utility Revenue Requirement

In developing the sewer revenue requirement, it was assumed the utility must financially
“stand on its own” and be properly funded. As a result, the revenue requirement, as developed
herein, assumes the full and proper funding needed to operate and maintain the system on a
financially sound and prudent basis.

Provided below is a detailed discussion of the development of the revenue requirement
analysis for the City’s sewer utility.

4.2.1 Establishing a Time Frame and Approach

The first step in calculating the revenue requirement for the sewer utility was to establish a
time frame for the revenue requirement analysis. For this study, the revenue requirement was
developed for a six-year projected time period (2011 - 2016). This was the same time period
reviewed for the City’s other utilities. Reviewing a multi-year time period is recommended in
an attempt to identify any major expenses that may be on the horizon. By anticipating future
financial requirements, the City can begin planning for these expenses sooner, avoiding future
rate spikes and leveling rates to the degree possible.

The second step in determining the revenue requirement

“ ..the revenue for the City was to decide on the basis of accumulating
requirement, as developed costs. As for the water utility’s revenue requirement, a
herein, assumes the full cash basis approach was utilized. The cash basis
and proper funding needed approach is the most commonly used methodology by
to operate and maintain municipal utilities to set their revenue requirement.
the system on a financially Section 2 of this report provided a simple overview of the
sound and prudent basis.” cash basis methodology. The actual revenue requirement
developed for the City was customized to follow the City’s

system of accounts (budget documents). Table 4-1
provides a summary of the cash basis approach used to develop the City’'s sewer revenue
requirement.
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Table 4 - 1

Overview of the Sewer Utility Cash Basis Revenue Requirements

+
+
+
+

Sewer operation and maintenance exp.
Taxes and Interfund Transfers

Net capital projects funded from rates(@
Debt service (P + 1) existing and future

Total Sewer Revenue Requirement

(@) Net capital projects funded from rates
+ Total sewer capital improvement projects
— Funding sources other than rates
System development charges
Grants
Developer Contributions
Capital Reserves
Long term debt issues (low-interest loans)

Net Capital Improve. Funded From Rates

SN

Given the time period and method to accumulate the appropriate costs, the focus then shifts
to the development and projection of the revenues and expenses of the sewer utility.

The primary financial inputs in this process were the City’s historical billing records, current and
projected operating budgets, and projected capital improvement plan. Presented below is a
detailed discussion of the steps and key assumptions contained in the development of the
projections of the sewer utility’s revenues and expenses.

4.2.2 Projecting Sewer Rate and Other Miscellaneous Revenues

The first step in developing the revenue requirement was to develop a projection of rate
revenues, at present rate levels. In general, this process involved developing projected billing
units for each customer group. The billing units for each customer group were then multiplied
by the applicable current sewer rates. This method of independently calculating sewer rate
revenues assures the projected revenues used within the analysis tie to the projected billing
units. The projected billing units by class of service were based on historical billing records.

Currently, the City has two
major classes of service:
residential and commercial.
The vast majority of the
City’s rate revenues are
derived from residential
customers. In total, at
present rates, the City is
projected to receive
approximately $1 million in
rate revenue in 2011. Over
the planning horizon of this
study, customer growth is
expected to be 0% per year

Projected 2011 Rate Revenue by
Customer Class

60%

Residential

B Commercial
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for 2012 and 0.5% thereafter resulting in total rate revenues of approximately $1.15 million by
2016.

In addition to rate revenues, the utility also receives a variety of miscellaneous revenues which
include interest on investments, and other miscellaneous revenue. The utility is projected to
receive approximately $55,000 in miscellaneous revenues in 2011. Miscellaneous revenues
slightly decrease during the review period, and then increase back to $55,000 in 2016. The
decrease is due to use of fund balance and therefore lower interest earnings.

On a combined basis, taking into account the rate revenues along with miscellaneous
revenues, the utility’s total projected revenues are expected to be approximately $1.1 million in
2011, increasing slightly to $1.2 million in 2016.

4.2.3 Projecting Operation and Maintenance Expenses

Operation and maintenance (O&M) expenses are incurred by the utility to operate and
maintain the existing plant in service. The costs incurred in this area are expensed during the
current year that are not capitalized or depreciated.

To begin the process of projecting O&M expenses over the planning horizon, escalation factors
were developed. Escalation factors were developed for the basic types of expenses the City
incurs: labor, benefits, materials and supplies, utilities, insurance, and miscellaneous
expenses. Consistent with the water utility, the medical benefit escalation factor was assumed
to be 6% per year over the planning horizon. The other escalation factors used the same
factors as those used for the water utility, in the range of 1% to 3% per year, depending on the

type of cost and recent inflationary trends.

“Operation and
HDR reviewed the City’'s 2011 budget and determined it maintenance (O&M)
contained sufficient detail to develop the revenue expenses are . .. costs
requirement analysis. Therefore, in developing this incurred in this area that
analysis, HDR maintained the overall functional nature of are expensed during the
the City’'s system of accounts (i.e., payroll, benefits, current year that are not
supplies, etc.). capitalized or depreciated.”

Given the 2011 O&M expenses, HDR then escalated the
O&M expenses based on the escalation factors described above. Total operation and
maintenance expenses for the utility are projected to be approximately $639,000 in 2011.
O&M expenses are projected to increase to approximately $747,000 by 2016 primarily as a
result of assumed inflation over the time period. No extraordinary O&M expenses were
assumed during the planning period.

4.2.4 Projecting Taxes/Transfer Payments

At the present time, the sewer utility pays State public utility taxes of 3.852% of the portion of
rate revenue attributable to collection system assets and 1.5% excise tax on treatment and
transmission related revenue. In addition, the sewer utility pays 10% of revenues in City utility
taxes. Total taxes for the utility are projected to be approximately $193,000 in 2011. Tax
expenses are projected to increase slightly to $203,000 in 2016 due to assumed increases in
revenue from assumed low growth.
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4.2.5 Projecting Capital Improvement Projects Funded From Rate Revenue

The City’s sewer utility has several capital improvement projects planned over the study’s time
horizon. In total, there is approximately $3 million in projected capital projects. Sewer capital
needs varied from the south interceptor construction to TMDL study, design, engineering and
construction. A total of $1.8 million in low interest loans were assumed to fund these projects.
The remaining balance will be funded with system development charge revenues, a grant, new
long-term borrowing, developer contributions, cash reserves, and rates. Table 4-2 presents a
summary of the capital improvement plan developed for the sewer utility as a part of this
study, including assumed funding sources for the projects.

Table 4 - 2
Summary of the Sewer Capital Improvement Plan ($000s)
2011 2012 2013 2014 2015 2016
Capital Projects
Clarifier 3 $10 $0 $0 $0 $0 $0
PW Expansion Property 92 0 0 0 0 0
Barn Beach Restrooms 0 0 (0} 75 0 (0}
Sewer System Plan Update 0 0 75 0 0 0
Downtown Master Plan LID Benefit 0 7 (0} 0 (0} (0}
DOC Grant - Front/Div-14th St 0 250 0 0 0 0
WWTP Equip. Replacement 15 15 15 15 15 15
Icicle Sanitary Sewer Study 0 0 10 0 0 0
South Interceptor Eng. & Design 0 60 0 0 0 0
South Interceptor 15" - 18” 0 0 660 0 0 0
Utility Development Standards 0 0 0 0 0 0
Titus/Chumstick Valley Interceptor Upsize 0 0 216 0 0 0
Titus/Chumstick Valley Int. Developer 0 0 215 0 0 0
TMDL Eng Professional Services 0 0 0 20 0 0
TMDL Pilot Study Professional Services 0 0 0 0 40 0
TMDL Engineering Design 0 0 0 0 120 120
TMDL Engineering Construction 0 0 0 0 0 1,000
Sewer Utility Rate Study 0 0 0 0 0 20
Total Capital Outlays $117 $332 $1,191 $110 $175 $1,155
Transfer to Capital Reserve $0 $0 $0 $0 $0 $0
Total Capital Improvements $117 $332 1,191 $110 $175 $1,155
Less: Outside Funding Sources
Reserves $101 $0 $0 $4 $0 $3
SDC revenue 1 3 5 11 11 12
Grant Funding 0 0 0 15 0 0
Developer Contributions 0 0 216 0 0 0
Low-interest loans 0 173 528 30 0 1,080
New Revenue Bonds 0 136 417 20 129 20
Total Outside Funding Sources $102 $312 $1,166 $80 $140 $1,115
Rate Funded Capital $15 $20 $25 $30 $35 $40

Similar to the water rate study, the amount of capital improvements funded from rates has
been increased from approximately $15,000 to $40,000 over this planning horizon. A general
financial guideline for financial stability states that, at a minimum, a utility should fund an
amount equal to or greater than annual depreciation expense through rates. Annual
depreciation expense reflects the current investment in plant being depreciated or “losing” its
useful life. Therefore, this portion of plant investment needs to be replaced to maintain the
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existing level of infrastructure. It must be kept in mind that, in theory, annual depreciation
expense reflects an investment in infrastructure an average of 30 years ago, assuming a 60-
year useful, depreciable, life. Simply funding an amount equal to annual depreciation expense
will not be sufficient to replace the existing or depreciated facility. Replacement cost, on
average, is roughly two times annual depreciation. Therefore, consideration should be given to
funding within rates some amount greater than annual depreciation expense for renewals and
replacements. Whenever possible, the City should be funding capital projects from rates in an

amount greater than annual depreciation expense.

“A general financial
The City did not previously track asset depreciation. As part guideline states that, at a
of this study, HDR developed a spreadsheet model minimum, a utility should
combining the utility’s assets from various sources in order fund an amount equal to
to determine an approximate depreciation expense. Those or greater than annual
sources included the City’s insurance records, the Water depreciation through
Distribution and Sewer Collection System Master Plan, and rates....The estimated
City as-built records. HDR worked with the City to develop depreciation expense for
this asset management and depreciation calculation tool. the sewer utility in 2010
The City can maintain this spreadsheet by adding is $267,000. "
completed CIP projects, developer contributions and any

other assets added to the system each year. The annual
depreciation expense estimated from this tool for the sewer utility in 2010 is approximately
$267,000. Over time, the City should strive to fund this level of annual renewal and
replacement projects through rates.

4.2.6 Projecting Debt Service

The final component of the City’s sewer revenue requirement is debt service. At the present
time, the City has several outstanding debt obligations. There are two Department of Ecology
loans, one Public Works Trust Fund Loan (PPWTF), and a 1999 Revenue Bond. Total existing
debt payments are $295,000 annually. Over the review period another $167,000 in debt
payments is added from the proposed capital improvement plan. This results in a total debt
payment of $458,000 in 2016. Applying an estimated $12,000 of system development
charge revenue toward the growth related debt (50% of the annual SDC revenue), the net debt
payment totals $446,000 by 2016.

Generally, revenue bonds contain

covenants requiring rates to be set Debt Service Coverage Ratios - All Debt
at an adequate level to assure | {4
annual payments of principal and | 1.20 B e
interest. One such covenant is | 1 \i’“_,
. . i 0.80 o
meeting a specified minimum | ¢, .
debt service coverage ratio (DSC). | o0.40
This is a financial measure of the 8-(2)8

utility’s ability to repay the debt. In

Do 2011 2012 2013 2014 2015 2016
general, the DSC ratio is set at a

level such that revenues less —o—Debt Service Coverage Before Rate Adjustments
. . ——DSC After Proposed Adjustments
°peratmg expenses will be 1.25 DSCAfter Required Adjustments

times greater than the maximum
annual debt service on the outstanding debt. That is, rates will be sufficient to pay projected
0&M, debt and have an additional 25% more than the debt payment.

I_I)'( Development of the Sewer Utility Rate Study 37
- City of Leavenworth — Water, Sewer, Solid Waste and Stormwater Utility Rate Study



Given a minimum DSC, it is often prudent to plan or set rates at a level which exceeds this
minimum. This guarantees meeting the minimum DSC, and at the same time, provides a
slight cushion for unexpected changes. This also strengthens the City’s ability to issue revenue
bonds in the future, if necessary, since bond rating agencies would review the City’s past
financial strength and ability to repay the bonds.2

On a stand-alone basis, the sewer utility is projected to fall below the 1.25 minimum for all
debt, including loans. However, low-interest loans typically do not require a DSC test higher
than 1.0. For revenue bonds only, the debt service coverage remains above the 1.25 minimum
through the test period.

4.2.7 Summary of the Revenue Requirement

Given the above projections of revenues and expenses, a summary of the revenue requirement
for the City’s sewer utility can be developed. In developing the final revenue requirement,
consideration was given to the financial planning considerations of the City. In particular,
emphasis was placed on attempting to minimize rates, yet still have adequate funds to support
the operational activities and capital projects throughout the projected time period. Presented
in Table 4-3 is a summary of the sewer revenue requirement. Detailed analysis can be found
in Exhibit 3 of Appendix C.

Table 4 - 3

Summary of Sewer Utility Revenue Requirements ($000s)

Revenue
Rate Revenue $1,139 $1,139 $1,139 $1,145 $1,151 $1,156
Misc. Revenue 55 50 51 51 52 55
Total Revenue $1,194 $1,189 $1,190 $1,196 $1,203 $1,211
Expenses
0&M Expenses $639 $646 $671 $695 $721 $747
Taxes/Interfund Transfers 193 195 197 199 201 203
CIP from Rates 15 20 25 30 35 40
Net Debt Service 293 312 375 371 382 446
Working Capital 55 24 0 0 0 12
Total Expenses $1,195 $1,197 $1,268 $1,295 $1,339 $1,448
Balance/(Deficiency) Before Tax ($1) ($8) ($78) ($99) ($136) ($237)
Additional Taxes w/Rate Adj. 0 1 12 15 21 36
Net Bal./(Defic.) of Funds ($1) ($9) ($90) ($114) ($157) ($273)
Deficit as a % of Rates 0.1% 0.8% 7.9% 9.9% 13.6% 23.6%
Proposed Rate Adjustment 0.0% 1.5% 4.0% 5.5% 5.5% 5.5%
Debt Service Coverage Ratio (All debt)
Before Rate Adjustment 1.23 1.10 0.85 0.79 0.71 0.57
After Rate Adjustment 1.23 1.16 1.01 1.13 1.23 1.17

2 While this study has reviewed the sewer utility on a “stand alone” basis, for purposes of issuance of debt
and calculating debt service coverage, the financial strength of all utilities combined would be considered.
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It is important to note the annual deficiencies in Table 4-3 are cumulative. That is, any
adjustment in the initial years will reduce the needed deficiency in the following years. The
results of the revenue requirement analysis indicate a deficiency of funds over the planning
period (2011 - 2016). The deficiency ranges from approximately $1,000 in 2011 to $273,000
in 2016, or a cumulative deficiency in 2016 of 23.6%. Similar to the water utility, this level of
needed rate adjustment is

zz;nfu:tr::;n bf):"fge ni:gittac: Revenuesvs. Expenses (000's)
improvement projects from $1,600

rates and debt service 31:388 e — W
funded capital projects. This $1,000

financial plan has provided a $800

reasonable level of increased gigg

funding to move toward $200

properly and adequately $0

funding_the City's existing e it 21
sewer infrastructure through ——Revenue After Proposed Adjustments
rates in order to maintain the Revenue Before Rate Adjustments

current level of service, while
balancing the impact to
rates. Therefore, the plan to fund depreciation expense will be very gradual over numerous
years.

4.2.8 Review of the Reserve Levels

Reserves are an important part of a utility’s financial picture. There can be many different
purposes for reserves. The City currently has two reserve funds: operating and capital project
reserves. It is important for the City to set a target balance on the reserve funds. When the
balance of funds does not meet the minimum level, it is a signal for action on the City’s part.
For the operating reserve fund the City has set a minimum balance of 60 days of annual
operation and maintenance expenses. For the sewer system this would imply reserves of
approximately $105,000 in 2011, increasing to $123,000 in 2016. The operating reserves
meet the target during the projected time period. When available, fund balance was applied to
capital projects in an attempt to keep rates as low as possible.

A capital reserve fund is established within the financial planning model created for the sewer
utility. The target balance for the capital reserve of the average annual 6-year CIP would be
$450,000. However, in an attempt to minimize rates as much as possible, the fund varies
between levels of $5,000 and below during the review period. Whenever funds exceed
expenses, especially one-time funds, consideration should be given to increasing the utility’s
capital reserve balance.

4.2.9 Consultant’s Conclusions for Sewer Revenue Requirement

Based on the City’s revenue requirement analysis the proposed overall sewer rate adjustment
should be an annual adjustment of 1.5% in 2012. The anticipated adjustments would move
the utility toward fully supporting the current level of operations and infrastructure
replacement needs of the sewer utility.
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4.3 Sewer Rate Design

The final step of the sewer rate study process is the design of sewer rates to collect the desired
levels of revenues, based on the results of the revenue requirement analysis. In reviewing
sewer rate designs, consideration is given to the level of the rates and the structure of the
rates.

4.3.1 Rate Design Criteria and Considerations

Prudent rate administration dictates that several criteria must be considered when setting
utility rates. Some of these rate design criteria are listed below:

Rates which are easy to understand from the customer’s perspective

Rates which are easy for the utility to administer

Consideration of the customer’s ability to pay

Continuity, over time, of the rate making philosophy

Policy considerations (encourage conservation, economic development, etc.)
Provide revenue stability from month to month and year to year

Promote efficient allocation of the resource

m  Equitable and non-discriminatory (cost-based)

Many contemporary rate economists and regulatory agencies feel the last consideration, cost-
based rates, should be of paramount importance and provide the primary guidance to utilities
on rate structure and policy.

It is important that the City provide its customers with a proper price signal as to what their
consumption or flow is costing. This goal may be approached through rate level and structure.
When developing the proposed rate designs, all the above listed criteria were taken into
consideration. However, it should be noted that it is difficult, if not impossible, to design a rate
that meets all the goals and objectives listed above. For example, it may be difficult to design
a rate that takes into consideration the customer’s ability to pay, and one which is cost-based.
In designing rates, there are always trade-offs between the goals and objectives.

4.3.2 Review of the Overall Rate Adjustments

As indicated in the revenue requirement analyses, the priority for the sewer utility was to adjust
and transition the overall level of the sewer rates to meet financial needs in the latter part of
the review time horizon.

4.3.3 Present and Proposed Sewer Rates

In developing the proposed rate designs, the City’s existing rate structures were reviewed. For
each class of service rates were developed for 2012. The idea of transitioning to a
consumption-based rate for residential was discussed. However, because the City does not
read meters for 6 months during the winter, it would be difficult to equitably develop a
consumption based rate. Because the water utility is transitioning to a conservation rate, it
was determined that the sewer utility rates should remain with the existing structure for this
time period. There are rate designs that can be considered in the future to move toward
consumption-based rates, especially for commercial customers. A cost of service analysis
would be recommended, to aide in developing accurate and equitable consumption-based
rates when feasible.
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The utility’s current rates for inside city utility customers, as presented in Table 4-4, are a flat
monthly rate for residential and many commercial customers. Restaurant customers also pay
an additional surcharge for fats, grease and oils, depending on whether they have grease fryers
and/or shared meters. The same 25% surcharge is applied to outside city customers. There
are only a few dozen outside city customers for the sewer utility.

Table 4 - 4
Present and Proposed Sewer Rates
Present Proposed
2011 2012
Residential

Residential $48.00 $48.75
Low Income Senior/Disabled 27.00 27.40
Additional Hardship LIS/Disabled 10.00 10.15
Multi-Family (billing units) 48.00 48.75

Commercial (charged per ERUY)
Base Commercial $48.00 $48.75
Custom Commercial 302.35 306.90
Restaurant Base (with grease fryers) 407.19 413.30
Restaurant Surcharge (with grease fryers) 203.60 206.65
Restaurant Base (shared meter) 48.00 48.75
Restaurant Surcharge (shared meter) 24.00 24.40

As can be seen in Table 4-4 the present 2011 rate is comprised of a monthly service charge
based on class of service. All outside City service has a 125% rate differential for their rates.

Under the present 2011 rates, a residential customer would pay a total of $48.00/month.
Under the proposed 2012 rates, the same customer would pay $48.75 or a $0.75/monthly
difference.

4.3.4 Summary of the Sewer Rate Study

This completes the analysis for the City’s sewer utility. It is recommended that rates be
increased by 1.5% in 2012. Additionally, it is recommended that the percent increases
necessary to fund the operations and capital plan, as developed herein and noted within Table
4-3, be applied to the rates in the remaining years of the review period. Given the projections,
these adjustments should be adequate to fund operating and capital needs of the utility.

4.4 Summary of the Sewer Rate Study

This completes the analysis for the City’s sewer utility. The rate adjustments and corresponding
rate designs have been presented to the City Council at a number of workshop sessions and
formal Council meetings.
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- & 4 Section 5— Development of the
&) ( Solid Waste Utility Rate Study

5.1 Introduction

This section of the report presents the solid waste utility
revenue requirement for the existing O&M and capital needs,
and rates to meet those expenses. The objective of this study
was to determine the sufficiency of current solid waste rate
revenues to cover projected operating and capital needs.

“The revenue
requirement analysis
assumes that the City’s
solid waste utility must
financially “stand on its

The revenue requirement analysis assumes that the City’s solid own” and not be
waste utility must financially “stand on its own” and not be SUDS’_’C_”ZGd b}_’ any other
subsidized by any other utility or City fund. In developing the utility or City fund.”

revenue requirement for this utility, all the costs that are
necessary to run the solid waste utility in a prudent and financially stable manner were
included.

5.2 Development of the Solid Waste Revenue Requirement

A revenue requirement analysis determines the adequacy of the overall level of solid waste
rates. From this analysis, a determination can be made as to the level of solid waste rate
adjustment needed to provide adequate and prudent funding for both operating and capital
needs.

The City’s budget documents, financial reports, and customer data were used to complete the
revenue requirements. A number of items were calculated independently of the budget
document - the revenues at present rate levels, state excise taxes, and minimum reserve
levels. Provided below is a detailed discussion of the development of the solid waste utility
revenue requirements.

5.2.1 Determination of Time Period and Method of Accumulating Costs

To begin calculating the revenue requirements for the solid waste utility, the “review period” of
2011 - 2016, the same time period as the other utilities, was used. The City’s budget
documents were used to develop the revenue requirement. Table 5-1 provides a summary of
the approach that was used to develop the solid waste revenue requirement.
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Table5-1

Overview of the Solid Waste Utility Revenue Requirements

+
+
+
+
+

Operation and Maintenance Expenses

Taxes/Transfers

Debt Service (P+l), as needed

Net Capital Improvements Funded From Rates (calculated below) [1]
Change in Working Capital

Total Solid Waste Revenue Requirements

[1] Net Capital Improvements Funded From Rates

+ Total Solid Waste Capital Outlay

—  Funding Sources Other Than Rates
v' Grants
v" Low-Interest State Loans,/Interfund Loans
v'__long-Term Debt (Revenue Bonds)

= Net Capital Improvements Funded From Rates [1]

Given a time period and method around which to accumulate the costs, the focus can shift to
the projection of revenues and expenses. The primary financial inputs in this process were the
City’s historical billing records, the utility’s equipment replacement schedule, and the 2011
and 2012 budgeted and projected expenses.

5.2.2 Solid Waste Rate and Other Miscellaneous Revenues

The revenue requirement calculation begins with a projection of rate revenue at present rate
schedules. This process involved developing projected billing units for each customer class of
service (e.g. size of can and frequency of pickups) based on City billing reports. The billing units
are then applied (multiplied) against the current rates to calculate the actual year’s revenue.
This method of independently calculating revenue provides consistency in the revenue
projections and service levels used throughout the rate study process.

The revenue at present rates was calculated using customer counts in 2010 and the rate
schedule for that year. Rate revenues were projected forward based on calculated 2010 rate
revenues, plus zero growth rate for

0,

fhilr:aff:f 2012 and 0.5% growth Sources of Revenue-2010

The solid waste utility also receives a 1% ¥ Residential
variety of miscellaneous revenues.

This revenue primarily includes | 62% \ Commercial
interest earnings. All miscellaneous

revenue for the City was escalated at Commercial
1% per year. Miscellaneous revenue is

approximately $6,000 in 2011 and Card Board
projected to be $12,000 by 2016.

Combined, the solid waste utility is
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projected to generate $500,000 in total revenue in 2011 and $515,000 by 2016.

5.2.3 Projection of Solid Waste Operation and Maintenance Expenses

The next step of the rate study involves projecting operation and maintenance (O&M)
expenses. The City’'s 2011 and 2012 budgeted expenses were used as a starting point to
project future O&M expenses. Future year projections were calculated by applying an
appropriate escalation factor. Escalation factors developed for the various types of expenses
that the City incurs include: labor, benefits, materials and supplies, equipment, and
miscellaneous expenses. The escalation factors applied range from 3% to 6% per year; the
higher escalation factors reflecting higher medical benefits costs.

The largest single expense for the utility is the disposal fees, which is 43% of the total 0&M
expenses in 2011, and is projected to increase to 48% of total O&M in 2012. This increase is
due to the County’s change in billing from volume of waste disposed to tonnage of waste.
Charging based on tonnage is common practice, but the change to this billing method has
increased the utility’s disposal costs by approximately $75,000 compared to the total disposal
costs in 2009.

Additionally, the City is planning to develop a recycling drop-off center to reduce the waste
stream going to the transfer station. There are some costs estimated with managing the
recycling drop-off center, such as contracting with the Senior Center to staff the Center, and
costs of hauling the materials to markets. The City is also reviewing the possibility of yard
waste disposal at this same site. It is anticipated that these actions will help reduce disposal
fees. Within the analysis a 10% reduction in disposal costs was assumed. The City plans to
have a nominal charge for in-city customers to drop off the recycling, with a surcharge for
outside city customers. It was estimated that the surcharge would be $0.50 per trip to the
drop off center.

Total budgeted O&M expenses in 2011 were $379,000. Expenses are projected to be
$450,000 in 2016 based on assumed inflationary factors. This plan also assumes no increase
in staffing or supplies during the time period.

5.2.4 Taxes and Transfers

At the present time the utility has State refuse tax of 3.6% on the utility’s garbage collection
revenues. The utility also pays a City utility tax of 10%. Total tax expenses average $149,000
per year through 2016. No tax increases were assumed within these analyses.

5.2.5 Projection of Solid Waste Capital Outlay and Funding

The utility’s capital improvement plan (CIP) includes new or replacement trucks and new and
replacement collection containers.

A general financial guideline that can be used to determine proper funding levels for capital
outlays from rates is that, at a minimum, a utility should fund an amount equal to or greater
than annual depreciation expense. The general rule of funding capital outlay at a minimum of
annual depreciation expense represents only one-third to one-half of the estimated
replacement cost of equipment. Thus, it is stated as a minimum funding level. Currently,
depreciation is not tracked for the collection equipment. The utility’s purchase and
replacement of collection trucks and other large equipment is funded out of the equipment
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replacement fund. In addition, during the review period the utility averages $9,000 per year in
collection system bins, containers, computer hardware and other equipment through capital
outlays. In years when capital outlay is low, funds can go to a capital reserve, thereby
providing funds for the next scheduled truck or major equipment replacement.

A summary of the solid waste equipment replacement and capital outlay plan for 2011
through 2016 is provided in Table 5-2.

Table 5 -2
Summary of the Solid Waste Capital Improvement Plan ($000s)
2011 2012 2013 2014 2015 2016
Capital Projects
Public Works Expansion Property (SWAC) $162 $0 $0 $0 $0 $0
Recycling Facility - SWAC 55 0 0 0 0 0
Downtown Garbage Cans 0 8 8 0 0 0
Equipment/Can Replacements 0 0 0 4 4 4
Utility Rate Study 0 0 0 0 0 15
Total Capital Outlays $217 $8 $8 $4 $4 $19
Transfer to Capital Reserve $4 $0 $0 $6 $8 $11
Total Capital Improvements $221 $8 $8 $10 $12 $30
Less: Other Funding Sources
Reserves $92 $2 $0 $0 $0 $15
Grant Funding 125 0 0 0 0 0
Low-interest loans 0 0 0 0 0 0
New Revenue Bonds 0 0 (0] 0 0 0
Total Outside Funding Sources $217 $2 $0 $0 $0 $15
Rate Funded Capital $4 $6 $8 $10 $12 $15

Details of the capital outlay plan can also be found in Technical Appendix D.

5.2.6 Projection of Debt Service Payments

The solid waste utility currently has a small annual debt payment of $12,000 for garbage
receptacles. No new debt is projected for future years within this review period.

5.2.7 Solid Waste Utility Reserve Levels

Reserve levels, as mentioned in Section 2, are an important component to the overall financial
health of a utility. There is primarily one reserve fund that the City maintains, the operating
reserve, or utility fund balance.

Proper reserve levels provide liquidity needed for daily operations.

On the occasion when a rate increase greater than inflation is | ‘Capital reserves help

needed, reserves can be used as a means for minimizing impacts, | Mmaintain stable rates

as a rate stabilization fund, and gradually implementing the by leveling out the

necessary increases, as is done within this analysis in the earlier peaks and valleys

years, to aide in meeting the higher disposal charges. common with
equipment

For operating reserves, a target operating balance of 60 days of replacement.”

0&M expense is recommended. In developing the financial plan
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for the solid waste utility, this level was maintained through 2016.

Additionally, industry practices recommend maintaining a capital reserve. Capital reserves
help maintain stable rates by leveling out the peaks and valleys common with capital
equipment replacements. Industry practices generally recommends maintaining a reserve
balance equal to depreciation expense or the 6-year average annual capital outlay. For solid
waste, the 6-year average capital outlay is $43,000. Due to the rate adjustments needed, and
to minimize impacts to rates in this review period, the capital projects reserve should be
funded as revenue is available, or when revenue exceeds expenses.

A summary of the solid waste revenue requirement to meet existing service levels is presented
in Table 5-3.

Table 5 -3

Summary of Solid Waste Utility Revenue Requirement ($000s)

2011 2012 2013 2014 2015 2016
Revenue
Rate Revenue $496 $496 $496 $499 $501 $504
Misc. Revenue 6 8 8 11 11 11
Total Revenue $502 $504 $504 $510 $512 $515
Expenses
0&M Expenses $380 $399 $411 $424 $437 $450
Taxes/Interfund Transfers 123 148 148 148 149 149
CIP from Rates 4 6 9 11 12 15
Net Debt Service 13 13 13 13 13 13
Working Capital 13) (30) (25) [0] [0] 2
Total Expenses $507 $536 $556 $596 $611 $629
Balance/(Deficiency) Before Tax ($5) ($32) ($52) ($85) ($99) ($114)
Additional Taxes w/Rate Adj. $0 $4 $6 $10 $11 $13
Net Bal./(Defic.) of Funds ($5) ($36) ($57) ($95) ($110) ($127)
Defic. as a % of Rates 1.1% 7.2% 11.6% 19.2% 21.9% 25.2%
Proposed Rate Adjustment 0.0% 5.0% 5.0% 5.0% 5.0% 3.0%
Debt Service Coverage Ratio (All debt)
Before Rate Adjustment 0.00 0.00 0.00 0.00 0.00 0.00
After Rate Adjustment 0.00 0.00 0.00 1.21 2.65 3.28

In reviewing Table 5-3, it should be noted that the annual deficiencies are cumulative, totaling
25.2% in 2016. Rate adjustments implemented in the initial years reduce the deficiency in the
following years. It is also important to note that the utility cannot meet a 1.10 DSC ratio, on a
stand alone basis, in the earlier years, due to the increase in disposal costs. Because the City
has additional resources, on a combined utility basis the DSC ratio can be met, and is met in
the latter part of the review period, if the proposed rate adjustments are implemented.
Detailed exhibits of the solid waste revenue requirement analysis can be found in the Technical
Appendix D.

By implementing the rate adjustments over time, the utility will need to use reserve balance in
the first few years to fully cover costs, in particular, disposal costs.
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5.2.8 Consultant’s Conclusions for the Solid Waste Revenue Requirement

Based on the solid waste revenue requirement analysis developed, it is projected that the City’s
solid waste utility will operate at a deficit during the projected period of 2011 - 2016. This is
primarily due to increases in disposal costs, and some additional costs related to operating the
recycling drop off center. The total level of deficiency is projected to be approximately
$114,000 or 25.2% by 2016.

In reviewing the results of the solid waste revenue requirement with City management, it was
determined that a rate transition plan should be developed and implemented. The first
necessary rate adjustment would be in 2012 and equal to 5.0% (Table 5-3). Again, it should be
mentioned that reserves are applied in the initial years to fund the full costs of the solid waste
utility. Development of rates to generate this level of revenue is discussed in the next section.

5.3 Solid Waste Rate Design

As noted in Section 2 of this report, there are global principles around which rates should be
set. The principles of revenue stability, waste stream reduction, customer understanding and
ease in administration were considered in the design of the City’s solid waste rates.

5.3.1 Overview of Solid Waste Rate Structures
The City currently has two main solid waste classes of service. They are:

= Residential
m Business

The general rate structure for solid waste rates is a charge for varying sizes of containers and
number of pick-ups. Residential customers currently all have one size toter, 64 gallons, while
commercial customers can have various numbers of 300 gallon dumpsters. In the City’s case,
as with many solid waste utility rates, the cost for larger containers is greater, but not
necessarily a higher cost per gallon of waste. Often rates are set to cover the fixed costs of the
trip, the labor, fuel and equipment for collection. The disposal portion is what increases the fee
for larger containers. Therefore, small size container customers typically have a higher cost
per unit on a “per gallon” basis due to the fixed costs of collection as a

ratio of total cost being higher than the variable costs of disposal. “In designing final
rates, there are

There are several principles around which rates are set. In designing | always trade-offs

final rates, there are always trade-offs between the various goals and b_etween the
objectives. It is important to structure the rates to encourage waste RIS gc_)als and
diversion, provide for efficient utility operations, in balance with other objectives.”

rate design principles in order to achieve the City’s intended various
purposes. It is also important that the City provide its customers with a proper price signal as
to the cost of waste collection and disposal. These various, and sometimes conflicting goals
were considered in the design of the level and structure of the rates.

5.3.2 Review of Present and Proposed Rates

The revenue requirement indicates that the current rates are not fully covering all the costs of
waste collection and disposal services. At the same time, the City is planning and
implementing waste reduction opportunities for in-city customers. Therefore, an increase in
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rates will be needed. With the revenue requirement analysis it was recommended that a 5%
adjustment was needed in 2012.

HDR developed two rate options for the City’s consideration. Option 1 was applying the
necessary adjustments, from the revenue requirement to the existing rates. This would
generate the necessary revenue for the utility

Option 2 was developed to allow the utility to offer varying size toters to customers, including
35 gallon and 96 gallon toters. While the City already has a limited number of 96 gallon
toters, the smaller size toters would need to be purchased and distributed. This would not only
require staff time in responding to requests for new toters, and distribution, but also require
staff time to develop a grant proposal for assistance in purchasing the smaller toters, to help
minimize rate impacts. Because the City is already in the process of establishing the Recycling
Center, it was determined that there was not adequate available staff time to take on a
change of container sizes at this time. Staff resources need to be prioritized to implement the
Recycling/Drop-off Center. The next time the City reviews solid waste rates, it may be possible
to develop rates based on various size toters. At that time, it is recommended that the City
also conduct a cost of service analysis to determine equity in the rates for various size
containers.

Table 5-4 is a summary of the present and proposed rates for 2012.

Table 5-4
Present and Proposed Solid Waste Rates

Present Proposed

2011 2012

Residential Single Family/ 1 64 gallon Tote $22.00 $23.10
Business 1 64 gallon Tote/ 1X/week 22.00 23.10
Dumpster 1X/week 75.00 78.75
Dumpster 1X/week 125.00 131.25

There are various other charges including wheel charges, and charges for Saturdays and
Sundays, and extra pick-ups. The charges for these other services are provided in Appendix D
and are adjusted by the same level of adjustment, 5% per year, as all other rates.

5.4 Summary of the Solid Waste Study

This section of the report has discussed the revenue requirement and rate designs developed
for the solid waste utility. The results indicate that solid waste rates are deficient for the
projected time period. With the use of reserves in the earlier part of the review period, an
annual 5% rate adjustment will be necessary to fully cover operating and capital needs of the
utility. The rates presented are cost-based and were developed using generally accepted rate
setting practices. Implementation of the rate adjustments should generate the additional
revenue needed to meet the utility’s increased disposal and operating costs.
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_ _ Section 6 — Development of the
&) ( Stormwater Utility Rate Study

6.1 Introduction

The stormwater utility rate study assesses the financial feasibility of establishing a stormwater
utility and establishes the level of cost-based rates to fund stormwater related services,
activities and capital needs. The financial plan developed for a storwmater utility was based
on stormwater program, project and activity expenses that are currently contained with the
street maintenance operating and capital budgets. Provided below is a detailed discussion of
the financial plan development, along with our findings, conclusions and recommendations.

6.2 Determining the Stormwater Revenue Requirement

In developing the stormwater revenue requirement, it was assumed that the stormwater utility
must financially “stand on its own” and be properly funded. As a result, the stormwater
revenue requirement, as developed herein, assumes the full and proper funding needed to
operate and maintain the system on a financially sound and prudent basis.

6.2.1 Establishing a Time Frame and Approach

The financial plan for the potential stormwater utility was developed using the same six-year
projected time period (2011 - 2016) and cash basis approach as applied to the City’s other
utilities. In reviewing a multi-year time period, it is possible to identify major expenses that
may be on the horizon. By anticipating future financial requirements, the level of rate funding
necessary to fund the utility over a longer period of time is feasible.

Table 6-1 provides a summary of the cash basis approach used to develop the City’s
stormwater revenue requirement, containing the four basic cost components of a cash basis
methodology.

Table 6 -1

Overview of the Stormwater Utility Cash Basis Revenue Requirements

+
+
+
+
t

Storm water operation and maintenance exp.
Taxes and Interfund Transfers

Net capital projects funded from rates@
Debt service (P + 1) existing and future
Change in working capital

Total Storm Water Revenue Requirement

(@ Net capital projects funded from rates
+ Total stormwater capital improvement projects
— Funding sources other than rates
System development charges
Grants
Developer Contributions
Capital Reserves
Long term debt issues

Net Capital Improvements Funded From Rates

ANANENENEN

I_D‘Q Development of the Stormwater Utility Rate Study 49
- City of Leavenworth — Water, Sewer, Solid Waste and Stormwater Utility Rate Study



Given a time period around which to develop the revenue requirement and a method to
accumulate the appropriate costs, the focus then shifted to review of the street maintenance
budget, where stormwater services and activities are currently funded, in order to determine a
projection of the expenses of a stormwater utility.

A detailed discussion of the steps and key assumptions contained in the development of the
projections of the stormwater utility expenses and revenues is provided below.

6.2.2 Projecting Stormwater Operation and Maintenance Expenses

To determine the operating and maintenance (0&M) expenses incurred by the City to maintain
the existing stormwater plant, an analysis of the street maintenance budget was undertaken.
City staff estimated that 5% to 10% of several street maintenance activities were related to
stormwater management needs. These include a portion of staff salaries and benefits,
supplies, repairs and maintenance and insurance. In general, 10% of Roadway expenses were
allocated to stormwater, along with 100% of storm drainage and street cleaning expenses. An
estimated 5% of administrative costs were attributed to stormwater needs and services. This
totaled an estimated $40,000 in O&M expenses in 2011. Of this total, $6,000 was related to
this rate study. Therefore, annual on-going O&M expenses were projected to be approximately
$34,000 in 2011.

Escalation factors, similar to those developed for the water and sewer utilities, were applied to
these expenses to determine projected O&M expenses for future years. Total O&M expenses
for a stormwater utility were projected to be $$40,000 by 2016.

6.2.4 Projecting Taxes/Transfer Payments

A stormwater utility would be required to pay State Excise taxes of 1.8% of revenues. This level
of excise tax is scheduled to decrease to the previous level of 1.5% in 2013. Based on an
assumption of covering the O&M costs described above, and stormwater portions of
transportation projects, which are described below, the excise tax was estimated to be
approximately $1,200 in 2012 and increase to $1,300 by 2016.

In addition, the City charges utilities a 10% utility tax on revenues. Because the City is
attempting to get this utility implemented, and the immediate implementation of this utility
tax could be detrimental to that goal, it was assumed that a 5% tax would be implemented in
2016, once the utility is more fully up and running. It was also assumed that the City would
increase this to the 10% level as soon as it is feasible, but outside the review period for this
study. In 2016, the 5% estimated taxes total $4,400.

6.2.5 Projecting Capital Improvement Projects Funded From Rate Revenues

The stormwater related capital improvements were determined from a review of the
Transportation Improvement Plan. City staff assessed the portions of those projects that are
related to stormwater improvements. Many of these projects also have outside funding
sources. A determination of the portion of funding sources relevant to stormwater
improvements was also determined by City staff. In total, there is approximately $1.5 million
in projected capital projects through 2016. Funding for these improvements is anticipated to
be $650,000 in State and Federal grants, $800,000 in low-interest loans, $20,000 in reserves
and $22,000 funded from rates. Table 6-2 presents a summary of the projected stormwater
capital improvements through 2016. Details of the capital improvements are provided in
Appendix E.
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Table 6 - 2

Summary of the Stormwater Projected Capital Improvement Plan ($000s)

2011 2012 2013 2014 2015 2016

Capital Projects

Front Street Division to 14th Main Rep. $0 $453 $0 $0 $0 $0
Titus-Chumstick System Installation 0 0 0 0 105 0
Division Street Reconstruction 0 90 0 0 0 0
Ski Hill Drive, Highway 2 to Pine 0 0 0 0 280 0
Pine Street, Ski Hill Drive to Fir Street 0 0 300 0 0 0
Commercial Street Reconstruction 0 0 0 160 0 0
Wetland Mitigation Study 0 0 0 20 0 0
Stormwater Master Plan 0 0 0 60 0 0
Utility Rate Study 0 0 0 0 0 15
Total Capital Outlays $0 $543 $300 $240 $385 $15
Transfer to Capital Reserve $0 $3 $4 $0 $5 $6
Total Capital Improvements $0 $546 $304 $240 $390 $21
Less: Outside Funding Sources
Reserves $0 $0 $0 $6 $0 $15
SDC revenue 0 0 0 0 0 0
Grant Funding 0 0 180 0 189 0
Developer Contributions 0 0 81 80 123 0
Low-interest loans 0 543 39 15 73 0
New Revenue Bonds 0 0 0 0 0 0
Total Outside Funding Sources $0 $543 $300 $236 $385 $15
Rate Funded Capital $0 $3 $4 $4 $5 $6

A general financial guideline states that, at a minimum, a

utility should fund an amount equal to or greater than annual “A general financial
depreciation expense through rates. Annual depreciation guideline states that, at
expense reflects the current investment in plant being a minimum, a utility
depreciated or “losing” its useful life. Therefore, this portion of should fund an amount
plant investment needs to be replaced to maintain the existing equal to or greater than
level of infrastructure. It must be kept in mind that, in theory, annual depreciation
annual depreciation expense reflects an investment in through rates.”
infrastructure an average of 30 years ago, assuming a 60-year

useful, depreciable, life. Simply funding an amount equal to

annual depreciation expense will not be sufficient to replace the existing or depreciated facility.
Therefore, consideration should be given to funding within rates some amount greater than
annual depreciation expense for renewals and replacements.

The City currently does not track or calculate depreciation expense for stormwater assets.
Because the City is just establishing the utility, the rate funding of capital is implemented very
gradually, at a very low level, beginning at $3,000 in 2012 and increasing to $6,000 by 2016.
Whenever possible, the City should be funding capital projects from rates in an amount greater
than estimated annual depreciation expense. In the future the City should track stormwater
assets and determine depreciation expense.

6.2.6 Projecting Debt Service

The next component of the stormwater utility’s revenue requirement is debt service. At the
present time, there are no outstanding debt obligations for stormwater. Additional low-interest
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loans are assumed to be issued during the time period of review to pay for a portion of the
capital improvements. The total annual payment for debt is estimated to be $47,000 in 2016.

6.2.7 Change in Working Capital and Establishing Reserves

As a new utility, there are no existing reserves for stormwater. During the review period funds
are set aside 2012 through 2015, by increasing working capital, in order to establish an
operating reserve. The same 60 day time period was applied as a target to fund a minimum
level of reserves for cash flow purposes.

As described for the water and sewer utilities, it is an important financial guideline to have a
capital reserve for enterprise funds. Such a reserve allows the utility to fund capital on a stand
alone basis, while meeting the peak capital outlay periods without the need for large rate
adjustments. Using the same 6-year average annual CIP as the minimum target for a capital
reserve, the utility is projected to have only a fraction of this target ($250,000), ranging
between $2,000 and $7,000 throughout the review period. Whenever revenue exceeds
expenses, consideration should be given to increasing the capital reserve balance.

6.2.7 Summary of the Revenue Requirement

Given the above projections of expenses, a summary of the revenue requirement can be
developed. In developing the revenue requirement consideration was given to the goal of
minimizing rates to the degree possible, while still producing adequate funds to support the
operational activities, capital improvements and debt obligations of the utility throughout the
projected time period. Table 6-3 presents a summary of the stormwater revenue requirement.
Detailed analysis can be found in Appendix E.

Table 6 - 3

Summary of Stormwater Utility Revenue Requirement ($000s)

2011 2012 2013 2014 2015 2016
Revenue
Rate Revenue $0 $86 $86 $86 $87 $87
Misc. Revenue 0 [0] 0] [0] 0] 0]
Total Revenue $0 $86 $86 $86 $87 $87
Expenses
0&M Expenses $40 $35 $37 $38 $39 $41
Taxes/Interfund Transfers 0 2 10 10 10 15
CIP from Rates 0 3 4 4 5 6
Net Debt Service 0 32 34 43 47 47
Working Capital 0 15 14 6 2 0]
Total Expenses $40 $87 $98 $101 $104 $108
Balance/(Deficiency) Before Tax ($40) ($1) ($12) ($14) ($17) ($21)
Additional Taxes w/Rate Adj. $1 $0 $0 $0 $0 $1
Net Bal./(Defic.) of Funds ($41) ($1) ($12) ($14) ($17) ($22)
Defic. as a % of Rates 0.0% 0.7% 14.6% 16.6% 19.5% 25.6%
Proposed Rate Adjustment 0.0% 0.0% 6.0% 6.0% 6.0% 6.0%
Debt Service Coverage Ratio (All debt)
Before Rate Adjustment 0.00 1.55 1.15 0.90 0.79 0.68
After Rate Adjustment 0.00 1.55 131 1.15 1.15 1.17
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It is important to note that the 2011 “deficiencies” are not really deficiencies because the
utility has not yet been formed, but rather they are an indication of the level of funding needed
for the utility. The annual deficiencies in Table 6-3 are cumulative. That is, any adjustment in
the initial years will reduce the needed deficiency in the following years.

The results of the revenue requirement analysis indicate a deficiency of funds over the
planning period (2011 - 2016). The deficiency ranges from approximately $12,000 in 2013,
once rates are established, to $22,000 in 2016, or a cumulative deficiency of 25.6%.

The target of a minimum 1.10 debt service coverage, appears to be feasible for the
stormwater utility if minor rate adjustments are applied 2013 through 2016.3

6.2.8 Consultant’s Conclusions for Stormwater Revenue Requirement

Based on the revenue requirement analysis developed, HDR recommends the City establish
the overall revenue levels of the stormwater utility based on the proposed rate adjustments
shown in Table 6-3. The first rate adjustment needed would be in 2013 for $0.50/ERU. The
anticipated adjustments would move the City closer to supporting the level of operations and
capital needs identified within the revenue requirement developed for the stormwater utility.

6.2.9 Summary

This section of the report has provided a discussion of the City’s revenue requirement analysis.
The revenue requirement analysis developed a financial plan to support the City’s operating
and capital infrastructure requirements for the stormwater utility.

6.3 Stormwater Rate Design

The final step of the comprehensive stormwater rate study process is the design of stormwater
rates to collect the desired levels of revenues, based on the results of the revenue requirement.
In developing stormwater rate designs, consideration is given to the level of the rates and the
structure of the rates.

6.3.1 Rate Design Criteria and Considerations

Prudent rate administration dictates that several criteria must be considered when setting
utility rates. Some of these rate design criteria are listed below:

Rates which are easy to understand from the customer’s perspective
Rates which are easy for the utility to administer

Consideration of the customer’s ability to pay

Continuity, over time, of the rate making philosophy

Policy considerations (development, on-site vs. regional incentives, etc.)
Provide revenue stability from month to month and year to year

m  Equitable and non-discriminatory (cost-based)

Many contemporary rate economists and regulatory agencies feel the last consideration, cost-
based rates, should be of paramount importance and provide the primary guidance to utilities
on rate structure and policy.

3 While this study has reviewed the stormwater utility on a “stand alone” basis, for purposes of issuance of
debt and calculating debt service coverage, the financial strength of all utilities would be considered.
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When developing the proposed rate designs, all the above listed criteria were taken into
consideration. However, it should be noted that it is difficult, if not impossible, to design a rate
that meets all the goals and objectives listed above. For example, it may be difficult to design
a rate that takes into consideration the customer’s ability to pay, and one which is cost-based.
In designing rates, there are always trade-offs between the goals and objectives.

6.3.2 Proposed Stormwater Rates

To begin, the inside water utility accounts were determined to be most representative of the
properties within the City that are served by the stormwater system. HDR developed two rate
design options for the City’s consideration. The first was a flat fee per account. This is
sometimes considered a simpler method to implement or establish a stormwater utility.
However, most utilities eventually move toward a rate based on impervious area, to provide
equity between customers. It is often easiest, in the long-term, to develop a rate based in some
fashion on relative impervious area, or estimated runoff from the property.

Therefore, the second rate design was one that established an equivalent residential unit
(ERU). For stormwater utilities, an ERU typically equates to the average impervious area of a
residential lot within the City. For Leavenworth the City staff determined this to be an
estimated 4,000 square feet of impervious area. For commercial customers, based on water
utility account information, those customers with a 3/4-inch or 1-inch meter were assumed to
be similar to residential, so the majority of these customers are assumed to be one ERU.
Larger size meters are assumed to range between 1 and 5 ERUs. For ease in implementation,
these customers will be estimated at 5 ERUs. The largest size meters are assumed to be
greater than 5 ERUs, or have more than 20,000 square feet of impervious area. There are a
hand full of these customers. For ease in administration, they will be estimated to have 8
ERUs. The stormwater ordinance will provide a provision for customers to bring proof of their
impervious area to the City to have their ERU calculation adjusted to the actual impervious
area.

The initial rates necessary to fully fund the revenue requirement were presented to the Public
Works Committee and to the City Council at a workshop session. Following some discussion,
the Council determined that it was important to begin a stormwater utility to get wetland
studies and stormwater master planning underway, but to take a more gradual approach to
formation of the utility than the revenue requirement laid out.

As can be seen in Table 6-4, the impervious area rates presented to Council are shown as the
“revenue requirement rates” and the minimum funding level necessary to move forward with
the wetland study and other stormwater planning is presented in the far right column. The
rates charge all residential customers the same rate, equal to one ERU. As described above,
the commercial customer is charged based on an estimated number of ERU’s on their
property, ranging between one, five and eight ERUs.
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Table 6 - 4

Proposed Stormwater Rates

Revenue Adjusted

Requirement Rates 2012 Rates

Residential $4.90 $1.50
Commercial

Low Intensity - 1 ERU $4.90 $1.50

Moderate Intensity - > 1 ERU (assumes 5 ERUs) 24.50 7.50

High Intensity - > 5 ERUs (assumes 8 ERUs) 39.20 12.00

ERU = equivalent residential unit, or the average impervious area for a residential lot.

These adjusted rates are proposed to be implemented in July 2012. A typical residential
customer would pay $1.50 monthly in 2012. The revenue requirement indicates a need for a
$0.50/monthly increase each year of the review period, beginning in 2013. By implementing
these adjustments to the adjusted rates of 2012, by 2016 the residential rate (or cost per ERU)
will still be $1.40 per month less than the revenue requirement indicated was necessary to
fully fund costs in 2012. By implementing the adjusted 2012 rates, the City will gradually be
funding the needs identified in the revenue requirement. The City Council reviews rates
annually and any actual adjustment to the rates will be determined at that time.

6.4 Summary of the Stormwater Rate Study

This completes the financial analysis for the potential stormwater utility. The City may be
taking a more gradual approach to implement the utility than that developed within the
revenue requirement. This gradual approach is a logical manner in which to establish a new
utility, to begin with the planning level efforts and gradually implement what is determined to
be necessary to meet City goals and objectives. This first step in developing funding for the
wetland study and other planning efforts will allow those studies to begin in early 2013.
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Summary of Utility Rate Study Policy Issues

REVENUE REQUIREMENT ANALYSES

HDR used *“generally-accepted” rate setting methodologies to develop the utility
revenue requirements (financial plan) for each utility for a projected six-year period. The
revenue requirement establishes the cost-based ‘level’ of revenue to be collected from
rates and, if necessary, develops a transition plan to cost-based levels. Additionally, the
following practices were implemented in developing the rate studies.

e Each utility is analyzed on a “stand alone” financial basis.

e Financial guidelines and practices were targeted in development of the rate
models. These are described below.

FINANCIAL PLANNING PoLICIES AND GUIDELINES

Provided below is a list of key financial guidelines used in the development of the City’s
water, sanitary sewer, solid waste and possible stormwater utilities. The policies are
intended to provide guidance in the financial planning and rate-setting process, and in
the day-to-day financial management of these utilities.

Possible adoption of these financial policies will provide a strong foundation for the long-
term financial sustainability of the utilities and will provide the outside financial
community with a better understanding of the City’s commitment to managing each of
the utilities in a financially prudent manner.

The policies are from a number of sources including the Government Finance Officers
Association (GFOA), American Waterworks Association trainings and publications, the
Watershed Environment Federation’s publication on financing wastewater utilities, and
the Municipal Research Services Center data base of municipal financial policies in
Washington State.

These proposed policies and guidelines should be used as a starting point in the City’s
overall utility financial planning and rate setting process.

The proposed policies and guidelines listed below should be reviewed annually or at
least once every three years to determine if they are still relevant and appropriate.

1. Reserves and Rate Stabilization Funds

The City shall strive to maintain adequate fund balances (reserves) for each utility
in order to provide sufficient cash flows to meet operating and capital expenses.
The City will maintain system funds required by law, ordinance and bond covenant,
so as to provide working capital (cash flow) for normal and ordinary operations,
while also providing the financial ability to address economic downturns and
system emergencies. If reserves are depleted, the reserves should be replenished
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over a three (3) year period to re-establish the target balance.

FuND BALANCE AND RESERVE POLICIES:

A.

Operating/Fund Balance/Cash Flow — Operating reserves are composed of active
working capital cash and operating reserves. These reserves reflect the timing
difference between billing for revenues and payment of expenses. The operating
reserve can also be used to cover unanticipated cash operating expenses or lower
than expected revenue collections. For each utility, the basis for establishing the
target operating reserve level will be 60 days of O&M expenses (16% = 60/365)

Capital Reserves — Capital reserves are used to fund the cash flow requirements
of capital infrastructure planning and construction. These reserves can increase
and decrease significantly depending on funding sources available and the capital
projects that are planned during the year. For each utility, the City should attempt
to maintain a capital reserve approximately equal to the average annual capital
expenditures for renewal/replacement projects over a six-year period. These funds
can be separated into a separate fund to ensure funds go only toward capital
improvements, or can be contained within the overall utility fund balance but are
accounted for separately for each utility and only for capital expenditures.

Growth Related Capital Reserves — System development charges or other growth
related funds can be maintained within the utility capital fund balance, but should
be accounted for separately. These funds should be expended only on
growth/capacity-related capital facilities. These fees for each utility are dependent
upon customer growth and do not have a targeted minimum balance to be
maintained. Managing this revenue in a separate fund is often the easiest
administratively.

Bond Reserves — Bond reserves may be legally required for specific debt issues.
Bond reserves will be established in accordance with the legal covenants of each
debt issue.

Maintenance of minimum reserves should not, on its own, trigger the need for a
rate adjustment. Rates will be reviewed after two consecutive years of diminishing
reserves below target minimums, as a result of covering costs.

Debt Service Coverage (SDC) Covenant:

A long-term debt issue may contain a legal covenant regarding debt service
coverage. A debt service coverage ratio is an important financial measure of the
utilities’ ability to repay the outstanding debt obligation, and is reviewed for
adequacy by banks and rating agencies. Generically, the DSC ratio is the utility’s
net operating income divided by the total annual debt service payment.

For financial planning purposes, the annual debt service coverage ratio associated
with each utility shall be greater than or equal to 1.50 on all outstanding debt that
carries a legal bond covenant.

For all outstanding debt for each utility, including low-interest loans, the City will
strive to maintain a debt service coverage ratio greater than or equal to 1.25, while
maintaining a minimum DSC ratio for all debt of 1.10.

Each utility will be reviewed on their own ability to meet debt service coverage on a
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stand alone basis. However, when measuring the financial test of meeting bond
covenant requirements, the City uses a combined utility basis, as appropriate.

3. Capital Funding From Rates

On an annual basis, the City should adequately fund through its rates, an amount
to adequately maintain the existing utility infrastructure of the City.

A. To achieve this policy, the City should, at a minimum, be funding capital projects
equivalent to annual depreciation expense. In this way, the infrastructure is
restored as it deteriorates and its useful life is diminished. These funds must be
used for replacement and rehabilitation related project expenditures.

B. Because the City’s utilities are not currently funding annual capital improvements
at this level of funding from rates, a gradual implementation plan over a ten year
period will be developed to reach this financial planning goal.

C. As new large capital facilities are added to the City, consideration may be given to
phasing-in the rate impact of the policy.
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City of Leavenworth - Water Utility

Summary of the Revenue Requirement

Exhibit 1
Budget Projected
2011 2012 2013 2014 2015 2016

Revenue

Rate Revenue $1,000,742 $1,000,742 $1,000,742 $1,005,746 $1,010,774 $1,015,828

Miscellaneous Revenue 59,294 50,152 50,327 52,079 52,852 54,459
Total Revenue $1,060,036 $1,050,894 $1,051,069 $1,057,825 $1,063,627 $1,070,287
Expenses

Operations and Maintenance $575,721 $576,293 $597,421 $619,413 $642,309 $666,150

Taxes/Interfund Transfers 198,565 202,736 203,372 204,780 209,580 211,035

CIP from Rates 10,000 15,000 20,000 30,000 35,000 60,000

Net Debt Service 250,577 283,916 324,410 360,633 358,512 358,168
Total Expenses $1,034,863 $1,077,945 $1,145,203 $1,214,826 $1,245,401 $1,295,353
Change in Working Capital +/- $0 $0 $0 $0 $0 $0
Total Revenue Requirement $1,034,863 $1,077,945 $1,145,203 $1,214,826 $1,245,401 $1,295,353
Balance/(Deficiency) of Funds Before Added Tax $25,173 ($27,051) ($94,133) ($157,002) ($181,774) ($225,066)
Plus: Additional Taxes with Rate Increase $0 $4,066 $14,147 $23,596 $27,319 $33,825
Balance/(Deficiency) of Funds With Added Tax $25,173 ($31,117) ($108,281) ($180,597) ($209,093) ($258,891)
Balance as a % of Rate Adjustment Required -2.5% 3.1% 10.8% 18.0% 20.7% 25.5%
Proposed Rate Adjustment 0.0% 4.0% 6.0% 6.0% 5.0% 3.5%
Additional Revenue with Proposed Rate Adjustment $0 $40,030 $102,476 $169,512 $229,417 $274,188
Balance/Deficiency After Proposed Rate Adjustment $25,173 $8,913 ($5,805) ($11,085) $20,324 $15,296
Additional Rate Adjustment Required -2.5% -0.9% 0.5% 0.9% -1.6% -1.2%
Debt Service Coverage Ratio (all debt)

Before Rate Adjustment 1.13 0.95 0.76 0.63 0.58 0.53

After Needed Rate Adjustment 1.13 1.06 1.09 1.12 1.14 1.23

After Proposed Rate Adjustment 1.13 1.09 1.07 1.09 1.20 1.27
Debt Service Coverage Ratio (Revenue Bonds Only)

Before Rate Adjustment 13.71 7.08 3.05 1.95 1.76 1.61

After Needed Rate Adjustment 13.71 7.89 4.36 3.45 3.50 3.76

After Proposed Rate Adjustment 13.71 8.12 4.29 3.36 3.67 3.89
Average Residential Customer Bill $47.00 (Current rates; 3/4" Monthly Residential meter charge + 15,000 gallons)

Customer Bill on Proposed Adjustment $47.00 $48.90 $51.85 $54.95 $57.70 $59.70

Bill Difference - Monthly $0.00 $1.90 $2.95 $3.10 $2.75 $2.00

Cumulative Bill Difference $0.00 $1.90 $4.85 $7.95 $10.70 $12.70
Ending Fund Balance (O&M and CIP) $149,102 $158,015 $152,211 $141,126 $175,519 $190,810
Target Ending Minimum Fund Balance/(Deficiency)
for O&M Only $54,000 $63,000 $54,000 $39,000 $55,000 $67,000
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City of Leavenworth - Water Utility
Escalation Factors

Exhibit 2
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Revenue:
Customer Growth Budget 0.0% 0.0% 0.5% 0.5% 0.5%
Miscellaneous Revenue Budget 1.0% 1.0% 1.0% 1.0% 1.0%
Expenses:
Labor Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Benefits - Medical Budget 6.0% 6.0% 6.0% 6.0% 6.0%
Benefits - Other Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Materials & Supplies Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Equipment Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Miscellaneous Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Other Utilities Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Electricity Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Insurance Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Interest on Fund Balance 0.4% 1.0% 1.0% 2.0% 2.5% 3.0%
New Debt Service:
Low Interest Loans
Termin Years 20 20 20 20 20 20
Rate 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Revenue Bond
Termin Years 20 20 20 20 20 20
Rate 5.0% 5.0% 6.0% 6.0% 6.0% 6.0%
System Development Charges
System Development Charges (SDC) $2,473 $2,547 $2,624 $2,702 $2,783 $2,867 Based on CClI
New ERUs [1] 1 2 3 7 7 7
SDC Funds $2,473 $5,094 $7,871 $17,611 $18,140 $18,684

[1] Although 0% growth is shown above, the City has received one or two applications for residential development. Therefore, 2012 and 2013 have minor estimates for ERU growth.
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City of Leavenworth - Water Utility
Revenue Requirement
Projected 2011 - 2016

Page 1 of 4

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
REVENUE
Retail Rate Revenue:
Water Collections $1,000,742 $1,000,742 $1,000,742 $1,005,746 $1,010,774 $1,015,828 Customer Growth
Total Retail Rate Revenue $1,000,742 $1,000,742 $1,000,742 $1,005,746 $1,010,774 $1,015,828
Other Revenue:
Eng/Developer Reviews $15,000 $15,000 $15,000 $15,075 $15,150 $15,226  Customer Growth
Water Taps 35,000 25,000 25,000 25,125 25,251 25,377  As Growth (after 2012)
Water Backflow Testing 0 0 0 0 0 0 Miscellaneous Revenue
Misc. Fines & Penalties/Late Fees 8,098 8,179 8,261 8,344 8,427 8,612 Miscellaneous Revenue
Investment Interest 719 1,491 1,580 3,044 3,528 4,843 Interest on Fund Balance
Sales of Scrap & Junk 0 0 0 0 0 0 Miscellaneous Revenue
Misc. Revenues 476 481 486 491 496 501 Miscellaneous Revenue
Total Other Revenue $59,294 $50,152 $50,327 $52,079 $52,852 $54,459
TOTAL REVENUE $1,060,036 $1,050,894 $1,051,069 $1,057,825 $1,063,627 $1,070,287
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City of Leavenworth - Water Utility
Revenue Requirement
Projected 2011 - 2016

Page 2 of 4

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
EXPENSES
Water Operations
Salaries & Wages $281,240 $289,677 $298,368 $307,319 $316,538 $326,034 Labor
Overtime 15,456 15,920 16,397 16,889 17,396 17,918 Benefits - Other
Benefits 120,720 127,963 135,641 143,779 152,406 161,551 Benefits - Medical
Overtime Benefits 0 0 0 0 0 0 Benefits - Other
Operating Supplies - Distribution 16,785 17,289 17,807 18,341 18,892 19,458 Materials & Supplies
Software Water 0 0 0 0 0 0 Miscellaneous
Operating Supplies - Treatment Plant 13,000 13,390 13,792 14,205 14,632 15,071 Materials & Supplies
Small Tools & Minor Equipment 2,500 2,575 2,652 2,732 2,814 2,898 Equipment
Professional Services 12,000 12,360 12,731 13,113 13,506 13,911 Miscellaneous
Pro Svs - Topo Mapping 0 0 0 0 0 0 Miscellaneous
Pro Svs - Instrument PR 0 0 0 0 0 0 Miscellaneous
Pro Svs - E. Leavenworth Design 0 0 0 0 0 0 Miscellaneous
Pro Svs - Utility Rate Study 19,729 0 0 0 0 0  One-time expense; CIP in 2016
Pro Svs - Developer Review 15,000 15,450 15,914 16,391 16,883 17,389  Miscellaneous
Pro Svs - Utility Development Standards 0 0 0 0 0 0 Miscellaneous
Pros Svs - Backflow Program 0 0 0 0 0 0 Miscellaneous
Communication - Phone/Postage/Fax 5,000 5,150 5,305 5,464 5,628 5,796 Other Utilities
Travel - Lodging/Meals/Mileage 1,500 1,545 1,591 1,639 1,688 1,739 Miscellaneous
Advertising 500 515 530 546 563 580 Miscellaneous
Insurance 30,791 31,715 32,666 33,646 34,656 35,695 Insurance
Utilities 19,500 20,085 20,688 21,308 21,947 22,606 Electricity
Repairs & Maintenance 9,000 9,270 9,548 9,835 10,130 10,433 Miscellaneous
Misc. - Reg./Dues/Subscriptions 2,000 2,060 2,122 2,185 2,251 2,319 Miscellaneous
NPDS Discharge Permit 4,200 4,326 4,456 4,589 4,727 4,869 Miscellaneous
Water Testing 6,800 7,004 7,214 7,431 7,653 7,883 Miscellaneous
Total Water Operations $575,721 $576,293 $597,421 $619,413 $642,309 $666,150
TOTAL OPERATIONS & MAINTENANCE $575,721 $576,293 $597,421 $619,413 $642,309 $666,150
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City of Leavenworth - Water Utility
Revenue Requirement
Projected 2011 - 2016

Page 3 of 4

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Taxes & Interfund Transfers
Water -Excise Tax-Dept. Revenue $40,000 $42,327 $42,327 $42,579 $42,832 $43,086 Calculated - as 5.029% of Total Rev.
Interfund Tax - B&O to Curr Exp 100,224 100,074 100,074 100,575 101,077 101,583 Calculated - as 10.0% of Retail Rev.
Interfund Rentals & Leases 37,741 39,116 39,116 42,485 42,485 Vehicle Replacement Schedule
Other Interfund Svc & Chgs 20,600 21,218 21,855 23,185 23,881 Miscellaneous
Total Taxes & Interfund Transfers $198,565 $202,736 $203,372 $204,780 $209,580 $211,035
CIP FROM RATES (see Exhibit 4) $10,000 $15,000 $20,000 $30,000 $35,000 $60,000 Toward Depreciation Expense
Debt Service [From City debt service schedules]
2003 (2002) W/S DWSRF $90,224 $89,426 $88,627 $87,829 $87,031 $86,232 New Reservoir/Booster Station
2009 (2004) W/S DWSRF 100,203 99,332 98,461 97,589 96,718 95,847 West Reservoir,Telem.
2007 (2005)W/S PWTF LOAN 29,736 29,598 29,460 29,321 29,183 29,045 West Reservoir,Telem.
2009 W/S/S PWTF LOAN 10,806 10,757 10,707 10,658 10,609 10,559 Downtown Roadway Rehab 25% Water
Low Interest Loan - PWTF 0 18,940 18,940 23,949 23,949 25,735 Calculated from Exhibit 4
New Revenue Bonds 20,844 38,411 82,150 120,092 120,092 120,092 Calculated from Exhibit 4
Total Debt Service $251,814 $286,463 $328,345 $369,439 $367,582 $367,510
Less: Debt Service Funding
Growth Related Funding [1] $1,237 $2,547 $3,935 $8,806 $9,070 $9,342 50.0% of SDC Revenue
Total Less Debt Service Funding $1,237 $2,547 $3,935 $8,806 $9,070 $9,342
Net Debt Service $250,577 $283,916 $324,410 $360,633 $358,512 $358,168
Change in Working Capital +/- $0 $0 $0 $0 $0 $0
TOTAL REVENUE REQUIREMENT $1,034,863 $1,077,945 $1,145,203 $1,214,826 $1,245,401 $1,295,353
Balance/(Deficiency) of Funds Before Added Tax $25,173 ($27,051) ($94,133) ($157,002) ($181,774) ($225,066)
Plus: Additional Taxes with Rate Increase $0 $4,066 $14,147 $23,596 $27,319 $33,825
Balance/(Deficiency) of Funds With Added Tax $25,173 ($31,117) ($108,281) ($180,597) ($209,093) ($258,891)
Balance as a % of Rate Adjustment Required -2.5% 3.1% 10.8% 18.0% 20.7% 25.5%
Proposed Rate Adjustment 0.0% 4.0% 6.0% 6.0% 5.0% 3.5%
Additional Revenue with Proposed Rate Adjustment $0 $40,030 $102,476 $169,512 $229,417 $274,188
Balance/Deficiency After Proposed Rate Adjustment $25,173 $8,913 ($5,805) ($11,085) $20,324 $15,296
Additional Rate Adjustment Required -2.5% -0.9% 0.5% 0.9% -1.6% -1.2%

[1] The assumed rate of growth overall is zero percent for the study. However the City has received one or two system development fees.
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City of Leavenworth - Water Utility
Revenue Requirement
Projected 2011 - 2016

Page 4 of 4

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Average Residential Customer Bill $47.00 (Current rates; 3/4" Monthly Residential meter charge + 15,000 gallons)
Customer Bill after Rate Adjustment Required $45.82 $48.45 $52.10 $55.45 $56.70 $59.00
Bill Difference - Monthly ($1.18) $2.63 $3.65 $3.35 $1.25 $2.30
Cumulative Bill Difference ($1.18) $1.45 $5.10 $8.45 $9.70 $12.00
Customer Bill on Proposed Adjustment $47.00 $48.90 $51.85 $54.95 $57.70 $59.70
Bill Difference - Monthly $0.00 $1.90 $2.95 $3.10 $2.75 $2.00
Cumulative Bill Difference $0.00 $1.90 $4.85 $7.95 $10.70 $12.70
Debt Service Coverage Ratio (all debt) Target
Before Rate Adjustment 1.13 0.95 0.76 0.63 0.58 0.53 1.10
After Needed Rate Adjustment 113 1.06 1.09 112 1.14 1.23 110
After Proposed Rate Adjustment 1.13 1.09 1.07 1.09 1.20 1.27 110
Debt Service Coverage Ratio (Revenue Bonds Only)
Before Rate Adjustment 13.71 7.08 3.05 1.95 1.76 1.61 1.25-1.50
After Needed Rate Adjustment 13.71 7.89 4.36 3.45 3.50 3.76 1.25-1.50
After Proposed Rate Adjustment 13.71 8.12 4.29 3.36 3.67 3.89 1.25-1.50
Cash Reserves [1]
Operating Fund-Water [2]
Beginning Balance $123,930 $149,102 $158,015 $152,211 $141,126 $161,450
Plus: Balance/(Deficiency) 25,173 8,913 (5,805) (11,085) 20,324 15,296  From Exhibit 3
Plus: Change in Working Capital 0 0 0 0 0 0  From Exhibit 3
Less: Use of Funds 0 0 0 0 0 6 From Exhibit 4
Ending Balance $149,102 $158,015 $152,211 $141,126 $161,450 $176,740
Minimum Fund Balance (60 days O&M) $95,000 $95,000 $98,000 $102,000 $106,000 $110,000
Target Ending Minimum Fund Balance/(Deficiency) $54,000 $63,000 $54,000 $39,000 $55,000 $67,000
Capital Projects Fund
Water Fund
Beginning Balance $0 $0 $0 $0 $0 $14,070
Plus: System Development Fees [3] 2,473 5,094 7,871 17,611 18,140 18,684 From Exhibit 2
CIP from Rates 10,000 15,000 20,000 30,000 35,000 60,000 From Exhibit 3
From Operating Reserves 0 0 0 0 0 6  From Exhibit 4
Grants 0 0 0 0 0 0  From Exhibit 4
Developer Funding 0 0 215,625 0 0 0 From Exhibit 4
ULID 0 0 0 0 0 0  From Exhibit 4
Low Interest Loans 0 325,176 0 86,000 0 30,652  From Exhibit 4
Revenue Bonds 259,764 218,917 501,690 435,194 0 0  From Exhibit 4
Less: System Development Fees - Debt Service [3] 1,237 2,547 3,935 8,806 9,070 9,342 0.0% of SDC Revenue; Exhibit 3
System Development Fees - Capital Projects [3] 1,237 2,547 3,935 8,806 9,070 9,342 0.0% of SDC Revenue; Exhibit 4
Capital Projects 269,764 559,093 737,315 551,194 20,930 90,658  From Exhibit 4
Ending Balance $0 $0 $0 $0 $14,070 $14,070
Minimum Fund Balance (6-year Average CIP) $380,000 $380,000 $380,000 $380,000 $380,000 $380,000
Target Ending Minimum Fund Balance/(Deficiency) ($380,000) ($380,000) ($380,000) ($380,000) ($366,000) ($366,000)

Note: [1] Water/Sewer Bond Reserve Fund has one year's payment held for 2000 Department of Ecology Loan $118,000
[2] Beginning reserve balance for water based $50,000 for 2009 actual transfer from cummlative fund balance.

[3] System development fees are restricted for use for growth related bond payments or capital improvement projects. See Exhibit 4 for growth projects.
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City of Leavenworth - Water Utility
Capital Improvement Plan

Exhibit 4
Capital Improvement Projects 2011 2012 2013 2014 2015 2016 Note:
Water System Plan $5,000 $0 $0 $0 $0 $60,000 2011-2013 Final Budget; 80% Growth
Public Works Expansion Property 46,000 0 0 0 0 0 Capital Outlay Planning 7/7/11
Water Rights Legal Fees and Services 200,000 100,000 100,000 0 0 0 Capital Outlay Planning 7/7/11 (from Operations)
Downtown Master Plan-LID Benefit Study 0 7,000 0 0 0 0 2011-2013 Final Budget
Well Pump #2 & #3 5,000 120,000 0 0 0 0 2011-2013 Final Budget; Pump #3 only? 50% Growth?
Titus/Chumstick Rd Transmission Main (Upsizing;Phase 2) 0 0 110,000 0 0 0 2011-2013 Final Budget
Titus/Chumstick Valley Water - Transmission Line (8" - 12") 0 0 215,625 0 0 0 2011-2013 Final Budget (50% of $750 + 15%) 100% Growth
Titus/Chumstick Valley Water - Development (up to 8") 0 0 215,625 0 0 0 2011-2013 Final Budget (50% of $750 + 15%) 100% Growth
PRV from Zone 2 to Zone 1 (Chumstick) 0 0 40,000 0 0 0 2011-2013 Final Budget (50% of $750 + 15%) 100% Growth
Meter Upgrades 15,000 20,000 20,000 20,000 20,000 20,000 2011-2013 Final Budget
E. Leaven. Design & Construction 0 0 0 320,000 0 0 Capital Outlay Professional Svs Planning 4-16-10
Topo Mapping 0 5,000 0 0 0 0 Capital Outlay Professional Svs Planning 4-16-10
E. Leav. Rd. Mitigation Pond DOE Mitigation 0 15,000 40,000 5,000 10,000 0 2011-2013 Final Budget
Front St. Division to 14th Water Main Repl 0 294,640 0 0 0 0 Exhibit A 2009-2012 CIP Plan; 50/50 RR & Growth; 90% PWTF
Pine Street Water Main Installation - 12-inch 0 0 0 215,000 0 0 Exhibit A 2009-2012 CIP Plan; 40/60 RR & Growth
Utility Rate Study 0 0 0 0 0 20,000 Rate study every 5 years
Total Capital Improvement Projects $271,000 $561,640 $741,250 $560,000 $30,000 $100,000
Transfer to Capital Reserve $0 $0 $0 $0 $14,076 $0
Total Capital Improvement Projects $271,000 $561,640 $741,250 $560,000 $44,076 $100,000
Less: Outside Funding Sources
Capital Reserves $0 $0 $0 $0 $0 $0 Input
Operating Reserves 0 0 0 0 0 6 Input
SDC Revenue 1,237 2,547 3,935 8,806 9,070 9,342  From Exhibit 3; System Development - Capital Projects
Grant 0 0 0 0 0 0 Input
Developer Contributions 0 0 215,625 0 0 0 Input
ULID 0 0 0 0 0 0 Input
Low Interest Loan - PWTF 0 325,176 0 86,000 0 30,652 Calculated
Revenue Bonds 259,764 218,917 501,690 435,194 0 0 Calculated
Total Funding Sources $261,000 $546,640 $721,250 $530,000 $9,070 $40,000
CIP FROM RATES $10,000 $15,000 $20,000 $30,000 $35,000 $60,000 Toward Depreciation Expense
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City of Leavenworth - Water Utility Page 1 of 3
Development Of Revenues At
Present Rates For Test Year 2010

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Total
Residential (Inside)
Meter Charge by Size (Monthly)
3/4" $45.00 638 638 637 637 640 640 641 642 642 640 635 633 639
1" 48.00 24 24 24 24 25 25 25 26 26 25 25 25 25
11/2" 57.00 3 4 4 4 4 4 4 4 4 4 4 4 4
Qualified low income seniors or disabled 19.00 15 15 15 15 15 15 15 15 15 15 15 16 15
Additional hardship low income seniors or disabled 8.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Monthly Base Charge 680 681 680 680 684 684 685 687 687 684 679 678 682
680
0
Consumption (Monthly)
First 15,000 gallons $0.00 660 520 560 1,330 21,181,342 3,557,471 4,600,431 7,573,025 7,670,996 7,121,128 3,280 900 | 51,711,643
15,001 - 50,000 1.25 0 0 0 0 220,000 304,000 561,000 3,858,000 4,074,000 2,601,000 0 0| 11,618,000
50,001 - 100,000 1.50 0 0 0 0 0 0 0 0 0 0 0 0 0
100,001 - 150,000 2.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Above 150,001 2.75 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Consumption 660 520 560 1,330 21,401,342 3,861,471 5,161,431 11,431,025 11,744,996 9,722,128 3,280 900 | 63,329,643
4,494 5,645 7,535 16,639 17,096 14,214
Revenues
Water Minimum Charge $30,318 $30,375 $30,330 $30,330 $30,513 $30,513 $30,558 $30,651 $30,651 $30,513  $30,288 $30,217 $365,257
Water Consumption Charge 0 0 0 0 275 380 701 4,823 5,093 3,251 0 0 14,523
Total Revenues $30,318 $30,375 $30,330 $30,330 $30,788 $30,893 $31,259 $35,474 $35,744 $33,764  $30,288 $30,217 $379,780
Residential (Outside)
Meter Charge by Size (Monthly)
3/4" $57.00 292 291 291 291 299 303 304 304 305 304 299 297 298
1" 60.00 33 34 33 34 34 34 35 35 35 35 34 34 34
2" 74.00 1 1 1 1 1 1 1 1 1 1 1 1 1
Qualified low income seniors or disabled 24.00 7 7 7 7 7 7 7 7 7 7 7 7 7
Additional hardship low income seniors or disabled 10.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Monthly Base Charge 333 333 332 333 341 345 347 347 348 347 341 339 341
Consumption (Monthly)
First 15,000 gallons $0.00 7,000 6,200 7,200 10,400 5,115,000 1,916,318 2,785,825 4,756,650 4,935,272 4,236,692 13,800 10,100 | 23,800,457
15,001 - 50,000 1.25 0 0 0 0 5,805,413 0 0 0 0 0 0 0 5,805,413
50,001 - 100,000 1.50 0 0 0 0 0 0 0 0 0 0 0 0 0
100,001 - 150,000 2.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Above 150,001 2.75 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Consumption 7,000 6,200 7,200 10,400 10,920,413 1,916,318 2,785,825 4,756,650 4,935,272 4,236,692 13,800 10,100 | 29,605,870
Revenues
Water Minimum Charge $18,866 $18,869 $18,809 $18,869 $19,325 $19,553 $19,670 $19,670 $19,727 $19,670  $19,325  $19,211 $231,564
Water Consumption Charge 0 0 0 0 7,257 0 0 0 0 0 0 0 7,257
Total Revenues $18,866 $18,869 $18,809 $18,869 $26,582 $19,553 $19,670 $19,670 $19,727 $19,670  $19,325  $19,211 $238,821
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City of Leavenworth - Water Utility Page 2 of 3
Development Of Revenues At
Present Rates For Test Year 2010

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Total
Commercial (Inside)
Meter Charge by Size (Monthly)
3/4" $45.00 95 94 94 94 98 98 98 97 96 96 93 91 95
1" 47.00 36 36 36 36 36 36 36 37 37 37 37 37 36
11/2" 57.00 60 59 59 59 66 66 66 66 66 66 59 59 63
2" 59.00 51 50 51 52 55 55 55 55 55 55 52 51 53
3" 179.00 10 10 10 10 11 11 11 11 11 11 10 10 11
2" X 6" fire service meter 292.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Monthly Base Charge 252 249 250 251 266 266 266 266 265 265 251 248 258
Consumption (Monthly)
First 15,000 gallons $0.00 1,395,482 1,387,141 1,631,371 1,676,671 6,311,014 2,497,012 2,820,600 3,067,050 3,020,773 5,379,306 1,840,230 1,681,800 | 32,708,450
Over 15,001 1.25 _ 4,461,600 3,635,200 2,371,000 2,685,000 9,873,000 4,884,600 6,398,000 12,837,000 13,493,000 11,251,000 4,158,000 2,553,000 | 78,600,400
Total Consumption 5,857,082 5,022,341 4,002,371 4,361,671 16,184,014 7,381,612 9,218,600 15,904,050 16,513,773 16,630,306 5,998,230 4,234,800 | 111,308,850
Revenues
Water Minimum Charge $14,186 $14,025 $14,084 $14,143 $15,078 $15,078 $15,078 $15,080 $15,035 $15,035  $14,145 $13,996 $174,963
Water Consumption Charge 5,577 4,544 2,964 3,356 12,341 6,106 7,998 16,046 16,866 14,064 5,198 3,191 98,251
Total Revenues $19,763 $18,569 $17,048 $17,499 $27,419 $21,184 $23,076 $31,126 $31,901 $29,099  $19,343 $17,187 $273,214
Commercial (Outside)
Meter Charge by Size (Monthly)
3/4" $57.00 10 10 10 10 11 11 11 11 11 11 10 10 11
1" 59.00 4 4 4 4 4 4 4 4 4 4 4 4 4
112" 72.00 3 3 3 3 3 3 3 3 3 3 3 3 3
2" 74.00 3 3 3 3 5 5 5 5 5 5 3 3 4
3" 224.00 2 2 2 2 2 2 2 2 2 2 2 2 2
2" X 6" fire service meter 365.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Monthly Base Charge 22 22 22 22 25 25 25 25 25 25 22 22 24
Consumption (Monthly)
First 15,000 gallons $0.00 0 0 0 0 0 0 0 0 0 0 0 0 0
15,001 - 100,000 1.25 313,000 319,000 320,000 345,000 527,000 546,000 672,000 797,000 883,600 2,124,975 332,000 323,000 7,502,575
100,001 - 150,000 2.00 64,200 94,200 73,500 135,800 557,000 612,400 1,379,300 2,197,600 2,747,600 446,425 238,900 133,600 8,680,525
Above 150,000 2.75 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Consumption 377,200 413,200 393,500 480,800 1,084,000 1,158,400 2,051,300 2,994,600 3,631,200 2,571,400 570,900 456,600 [ 16,183,100
Revenues
Water Minimum Charge $1,692 $1,692 $1,692 $1,692 $1,897 $1,897 $1,897 $1,897 $1,897 $1,897 $1,692 $1,692 $21,534
Water Consumption Charge 520 587 547 703 1,773 1,907 3,599 5,391 6,600 3,549 893 671 26,739
Total Revenues $2,212 $2,279 $2,239 $2,395 $3,670 $3,804 $5,496 $7,288 $8,497 $5,446 $2,585 $2,363 $48,273
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City of Leavenworth - Water Utility Page 3 of 3
Development Of Revenues At
Present Rates For Test Year 2010

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Total
Summary

Number of Customers
Residential (Inside) 680 681 680 680 684 684 685 687 687 684 679 678 682
Residential (Outside) 333 333 332 333 341 345 347 347 348 347 341 339 341
Commercial (Inside) 252 249 250 251 266 266 266 266 265 265 251 248 258
Commercial (Outside) 22 22 22 22 25 25 25 25 25 25 22 22 24
Total Number of Customers 1,287 1,285 1,284 1,286 1,316 1,320 1,323 1,325 1,325 1,321 1,293 1,287 1,304

Consumption (gallons)
Residential (Inside) 660 520 560 1,330 21,401,342 3,861,471 5,161,431 11,431,025 11,744,996 9,722,128 3,280 900 | 63,329,643
Residential (Outside) 7,000 6,200 7,200 10,400 10,920,413 1,916,318 2,785825 4,756,650 4,935,272 4,236,692 13,800 10,100 | 29,605,870
Commercial (Inside) 5,857,082 5,022,341 4,002,371 4,361,671 16,184,014 7,381,612 9,218,600 15,904,050 16,513,773 16,630,306 5,998,230 4,234,800 | 111,308,850
Commercial (Outside) 377,200 413,200 393,500 480,800 1,084,000 1,158,400 2,051,300 2,994,600 3,631,200 2,571,400 570,900 456,600 | 16,183,100
Total Consumption 6,241,942  5442,261 4,403,631 4,854,201 49,589,769 14,317,801 19,217,156 35,086,325 36,825,241 33,160,526 6,586,210 4,702,400 | 220,427,463

Revenues

Residential (Inside) $30,318 $30,375 $30,330 $30,330 $30,788 $30,893 $31,259 $35,474 $35,744 $33,764 $30,288 $30,217 $379,780
Residential (Outside) 18,866 18,869 18,809 18,869 26,582 19,553 19,670 19,670 19,727 19,670 19,325 19,211 238,821
Commercial (Inside) 19,763 18,569 17,048 17,499 27,419 21,184 23,076 31,126 31,901 29,099 19,343 17,187 273,214
Commercial (Outside) 2,212 2,279 2,239 2,395 3,670 3,804 5,496 7,288 8,497 5,446 2,585 2,363 48,273
Total Revenues $71,159 $70,092 $68,426 $69,093 $88,459 $75,434 $79,500 $93,558 $95,868 $87,979 $71,540 $68,978 $940,087
Target $947,263
Difference ($7,176)
-0.76%
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City of Leavenworth - Water Utility Page 1 of 3
Development Of Revenues At
Present Rates For Test Year 2011
Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11 Oct-11 Nov-11 Dec-11 Total
Residential (Inside)
Meter Charge by Size (Monthly)
3/4" $47.00 638 638 637 637 640 640 641 642 642 640 635 633 639
1" 50.00 24 24 24 24 25 25 25 26 26 25 25 25 25
11/2" 59.00 3 3 3 3 3 3 3 3 3 3 3 3 3
Qualified low income seniors or disabled 21.00 15 15 15 15 15 15 15 15 15 15 15 16 15
Additional hardship low income seniors or disabled 10.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Monthly Base Charge 680 680 679 679 683 683 684 686 686 683 678 677 682
0
Consumption (Monthly)
First 15,000 gallons $0.00 660 520 560 1,330 21,181,342 3,557,471 4,600,431 7,573,025 7,670,996 7,121,128 3,280 900 | 51,711,643
15,001 - 50,000 1.25 0 0 0 0 220,000 304,000 561,000 3,858,000 4,074,000 2,601,000 0 0| 11,618,000
50,001 - 100,000 1.50 0 0 0 0 0 0 0 0 0 0 0 0 0
100,001 - 150,000 2.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Above 150,001 2.75 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Consumption 660 520 560 1,330 21,401,342 3,861,471 5,161,431 11,431,025 11,744,996 9,722,128 3,280 900 | 63,329,643
Revenues
Water Minimum Charge $31,678 $31,678 $31,631 $31,631 $31,822 $31,822 $31,869 $31,966 $31,966 $31,822 $31,587 $31,514 $380,986
Water Consumption Charge 0 0 0 0 275 380 701 4,823 5,093 3,251 0 0 14,523
Total Revenues $31,678 $31,678 $31,631 $31,631 $32,097 $32,202 $32,570 $36,789 $37,059 $35,073 $31,587 $31,514 $395,509
Residential (Outside)
Meter Charge by Size (Monthly)
3/4" $59.00 292 291 291 291 299 303 304 304 305 304 299 297 298
1" 62.00 33 34 33 34 34 34 35 35 35 35 34 34 34
2" 76.00 1 1 1 1 1 1 1 1 1 1 1 1 1
Qualified low income seniors or disabled 26.00 7 7 7 7 7 7 7 7 7 7 7 7 7
Additional hardship low income seniors or disabled 12.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Monthly Base Charge 333 333 332 333 341 345 347 347 348 347 341 339 341
Consumption (Monthly)
First 15,000 gallons $0.00 7,000 6,200 7,200 10,400 5,115,000 1,916,318 2,785825 4,756,650 4,935,272 4,236,692 13,800 10,100 | 23,800,457
15,001 - 50,000 1.25 0 0 0 0 5,805,413 0 0 0 0 0 0 0 5,805,413
50,001 - 100,000 1.50 0 0 0 0 0 0 0 0 0 0 0 0 0
100,001 - 150,000 2.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Above 150,001 2.75 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Consumption 7,000 6,200 7,200 10,400 10,920,413 1,916,318 2,785,825 4,756,650 4,935,272 4,236,692 13,800 10,100 | 29,605,870
Revenues
Water Minimum Charge $19,532 $19,535 $19,473 $19,535 $20,007 $20,243 $20,364 $20,364 $20,423 $20,364 $20,007 $19,889 $239,736
Water Consumption Charge 0 0 0 0 7,257 0 0 0 0 0 0 0 7,257
Total Revenues $19,532 $19,535 $19,473 $19,535 $27,264 $20,243 $20,364 $20,364 $20,423 $20,364 $20,007 $19,889 $246,993
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City of Leavenworth - Water Utility Page 2 of 3
Development Of Revenues At
Present Rates For Test Year 2011
Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11 Oct-11 Nov-11 Dec-11 Total
Commercial (Inside)
Meter Charge by Size (Monthly)
3/4" $47.00 95 94 94 94 98 98 98 97 96 96 93 91 95
1" 49.00 36 36 36 36 36 36 36 37 37 37 37 37 36
11/2" 59.00 60 59 59 59 66 66 66 66 66 66 59 59 63
2" 61.00 51 50 51 52 55 55 55 55 55 55 52 51 53
3" 181.00 10 10 10 10 11 11 11 11 11 11 10 10 11
2" X 6" fire service meter 294.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Monthly Base Charge 252 249 250 251 266 266 266 266 265 265 251 248 258
Consumption (Monthly)
First 15,000 gallons $0.00 1,395,482 1,387,141 1,631,371 1,676,671 6,311,014 2,497,012 2,820,600 3,067,050 3,020,773 5,379,306 1,840,230 1,681,800 | 32,708,450
Over 15,001 1.25 _ 4,461,600 3,635,200 2,371,000 2,685,000 9,873,000 4,884,600 6,398,000 12,837,000 13,493,000 11,251,000 4,158,000 2,553,000 | 78,600,400
Total Consumption 5,857,082 5,022,341 4,002,371 4,361,671 16,184,014 7,381,612 9,218,600 15,904,050 16,513,773 16,630,306 5,998,230 4,234,800 | 111,308,850
Revenues
Water Minimum Charge $14,690 $14,523 $14,584 $14,645 $15,610 $15,610 $15,610 $15,612 $15,565 $15,565 $14,647 $14,492 $181,153
Water Consumption Charge 5,577 4,544 2,964 3,356 12,341 6,106 7,998 16,046 16,866 14,064 5,198 3,191 98,251
Total Revenues $20,267 $19,067 $17,548 $18,001 $27,951 $21,716 $23,608 $31,658 $32,431 $29,629 $19,845 $17,683 $279,404
Commercial (Outside)
Meter Charge by Size (Monthly)
3/4" $59.00 10 10 10 10 11 11 11 11 11 11 10 10 11
1" 61.00 4 4 4 4 4 4 4 4 4 4 4 4 4
11/2" 74.00 3 3 3 3 3 3 3 3 3 3 3 3 3
2" 76.00 3 3 3 3 5 5 5 5 5 5 3 3 4
3" 226.00 2 2 2 2 2 2 2 2 2 2 2 2 2
2" X 6" fire service meter 367.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Monthly Base Charge 22 22 22 22 25 25 25 25 25 25 22 22 24
Consumption (Monthly)
First 15,000 gallons $0.00 0 0 0 0 0 0 0 0 0 0 0 0 0
15,001 - 100,000 1.25 313,000 319,000 320,000 345,000 527,000 546,000 672,000 797,000 883,600 2,124,975 332,000 323,000 7,502,575
100,001 - 150,000 2.00 64,200 94,200 73,500 135,800 557,000 612,400 1,379,300 2,197,600 2,747,600 446,425 238,900 133,600 8,680,525
Above 150,000 2.75 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Consumption 377,200 413,200 393,500 480,800 1,084,000 1,158,400 2,051,300 2,994,600 3,631,200 2,571,400 570,900 456,600 | 16,183,100
Revenues
Water Minimum Charge $1,736 $1,736 $1,736 $1,736 $1,947 $1,947 $1,947 $1,947 $1,947 $1,947 $1,736 $1,736 $22,098
Water Consumption Charge 520 587 547 703 1,773 1,907 3,599 5,391 6,600 3,549 893 671 26,739
Total Revenues $2,256 $2,323 $2,283 $2,439 $3,720 $3,854 $5,546 $7,338 $8,547 $5,496 $2,629 $2,407 $48,837
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City of Leavenworth - Water Utility Page 3 of 3
Development Of Revenues At
Present Rates For Test Year 2011
Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11 Oct-11 Nov-11 Dec-11 Total
Summary
Number of Customers
Residential (Inside) 680 680 679 679 683 683 684 686 686 683 678 677 682
Residential (Outside) 333 333 332 333 341 345 347 347 348 347 341 339 341
Commercial (Inside) 252 249 250 251 266 266 266 266 265 265 251 248 258
Commercial (Outside) 22 22 22 22 25 25 25 25 25 25 22 22 24
Total Number of Customers 1,287 1,284 1,283 1,285 1,315 1,319 1,322 1,324 1,324 1,320 1,292 1,286 1,303
Consumption (cf)
Residential (Inside) 660 520 560 1,330 21,401,342 3,861,471 5,161,431 11,431,025 11,744,996 9,722,128 3,280 900 | 63,329,643
Residential (Outside) 7,000 6,200 7,200 10,400 10,920,413 1,916,318 2,785825 4,756,650 4,935,272 4,236,692 13,800 10,100 | 29,605,870
Commercial (Inside) 5,857,082 5,022,341 4,002,371 4,361,671 16,184,014 7,381,612 9,218,600 15,904,050 16,513,773 16,630,306 5,998,230 4,234,800 | 111,308,850
Commercial (Outside) 377,200 413,200 393,500 480,800 1,084,000 1,158,400 2,051,300 2,994,600 3,631,200 2,571,400 570,900 456,600 | 16,183,100
Total Consumption 6,241,942  5442,261 4,403,631 4,854,201 49,589,769 14,317,801 19,217,156 35,086,325 36,825,241 33,160,526 6,586,210 4,702,400 | 220,427,463
Revenues
Residential (Inside) $31,678 $31,678 $31,631 $31,631 $32,097 $32,202 $32,570 $36,789 $37,059 $35,073 $31,587 $31,514 $395,509
Residential (Outside) 19,532 19,535 19,473 19,535 27,264 20,243 20,364 20,364 20,423 20,364 20,007 19,889 246,993
Commercial (Inside) 20,267 19,067 17,548 18,001 27,951 21,716 23,608 31,658 32,431 29,629 19,845 17,683 279,404
Commercial (Outside) 2,256 2,323 2,283 2,439 3,720 3,854 5,546 7,338 8,547 5,496 2,629 2,407 48,837
Total Revenues $73,733 $72,603 $70,935 $71,606 $91,032 $78,015 $82,087 $96,149 $98,459 $90,562 $74,067 $71,493 $970,742
Budget $1,002,240
Difference ($31,498)
-3.14%
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Option 5 - Revised - 4%; Implement July 1, 2012
Existing Meter Charge/New Blocks - Res. Inside

2011 Proposed $ %
Usage Rates 2012 Rates Change Change
0 $47.00 $47.00 $0.00 0.0%
2,000 $47.00 $47.00 $0.00 0.0%
6,000 $47.00 $47.00 $0.00 0.0%
7,700 $47.00 $47.13 $0.13 0.3%
10,000 $47.00 $48.63 $1.63 3.5%
16,000 $48.25 $53.33 $5.08 10.5%
20,000 $53.25 $59.13 $5.88 11.0%
25,000 $59.50 $66.38 $6.88 11.6%
30,000 $65.75 $75.63 $9.88 15.0%
Present Proposed
Rates Rates
Meter Charge - 3/4" $47.00 $47.00
Consumption (Monthly) - ($/1,000 gallons) (New consumption blocks)
0-7,500 $0.00 $0.00
7,501 - 15,000 $0.00 $0.65
15,001 - 25,000 $1.25 $1.45
Over 25,000 $1.25 $1.85
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Option 5 - Revised - Existing Meter Charge/New Blocks - Res. Outside

2011 Proposed $ %
Usage Rates 2012 Rates Change Change
0 $59.00 $59.00 $0.00 0.0%
2,000 $59.00 $59.00 $0.00 0.0%
6,000 $59.00 $59.00 $0.00 0.0%
7,700 $59.00 $59.16 $0.16 0.3%
10,000 $59.00 $61.01 $2.01 3.4%
16,000 $60.25 $66.82 $6.57 10.9%
20,000 $65.25 $74.03 $8.78 13.5%
25,000 $71.50 $83.04  $11.54 16.1%
30,000 $77.75 $94.56  $16.81 21.6%
Present Proposed
Rates Rates
Meter Charge - 3/4" $59.00 $59.00
Consumption (Monthly) - ($/1,000 gallons)
0-7,500 $0.00 $0.00
7,501 - 15,000 $0.00 $0.80
15,001 - 25,000 $1.25 $1.80
Over 25,000 $1.25 $2.30
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Option 5 - Revised - 4%; Implement July 1, 2012
Existing Meter Charge/New Blocks - Comm. Inside

2011 Proposed $ %
Usage Rates 2012 Rates Change Change
0 $47.00 $47.00 $0.00 0.0%
19,000 $52.00 $61.03 $9.03 17.4%
22,000 $55.75 $64.68 $8.93 16.0%
24,000 $58.25 $67.12 $8.87 15.2%
31,000 $67.00 $75.66 $8.66 12.9%
34,000 $70.75 $79.32 $8.57 12.1%
Present Proposed
Rates Rates
Meter Charge - 3/4" $47.00 $47.00
Consumption (Monthly) - ($/1,000 gallons)
First 7,500 gallons $0.00 $0.00
Next 7,500 $0.00 $1.22
Over 15,001 $1.25 $1.22

Appendix B - Page 16 of 17




Option 5 - Revised - 4%; Implement July 1, 2012
Existing Meter Charge/New Blocks - Comm. Inside

2011 Proposed $ %
Usage Rates 2012 Rates Change Change
0 $59.00 $59.00 $0.00 0.0%
22,600 $68.50 $77.42 $8.92 13.0%
30,100 $77.88 $86.56 $8.69 11.2%
41,600 $92.25 $100.59 $8.34 9.0%
48,600 $101.00 $109.12 $8.12 8.0%
52,500 $105.88 $113.88 $8.01 7.6%
Present Proposed
Rates Rates
Meter Charge - 1 1/2" $59.00 $59.00
Consumption (Monthly) - ($/1,000 gallons)
First 7,500 gallons $0.00 $0.00
Next 7,500 $0.00 $1.22
Over 15,001 $1.25 $1.22
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City of Leavenworth - Sanitary Sewer Utility
Summary of the Revenue Requirement

Exhibit 1
Budget Projected
2011 2012 2013 2014 2015 2016

Revenue

Rate Revenue $1,139,137 $1,139,137 $1,139,137 $1,144,833 $1,150,557 $1,156,310

Miscellaneous Revenue 55,144 50,292 50,705 51,558 52,423 54,503
Total Revenue $1,194,281 $1,189,430 $1,189,842 $1,196,391 $1,202,980 $1,210,813
Expenses

Operations and Maintenance $639,044 $646,983 $670,613 $695,205 $720,803 $747,453

Taxes/Interfund Transfers 193,114 195,031 196,549 198,692 200,894 203,158

Capital Improvements Funded through Rates 15,000 20,000 25,000 30,000 35,000 40,000

Net Debt Service 293,553 311,565 375,691 371,233 382,102 446,406
Total Expenses $1,140,712 $1,173,580 $1,267,854 $1,295,130 $1,338,798 $1,437,017
Change in Working Capital +/- $54,855 $23,900 $0 $0 $0 $10,500
Total Revenue Requirement $1,195,567 $1,197,480 $1,267,854 $1,295,130 $1,338,798 $1,447,517
Balance/(Deficiency) of Funds Before Added Tax ($1,285) ($8,050) ($78,012) ($98,739) ($135,818) ($236,704)
Plus: Additional Taxes with Rate Increase $197 $1,236 $11,976 $15,158 $20,851 $36,339
Balance/(Deficiency) of Funds With Added Tax ($1,482) ($9,286) ($89,988) ($113,898) ($156,669) ($273,043)
Balance as a % of Rate Adjustment Required 0.1% 0.8% 7.9% 9.9% 13.6% 23.6%
Proposed Rate Adjustment 0.0% 1.5% 4.0% 5.5% 5.5% 5.5%
Additional Revenue with Proposed Rate Adjustment $0 $17,087 $63,336 $130,119 $201,243 $276,970
Balance/Deficiency After Proposed Rate Adjustment ($1,482) $7,801 ($26,652) $16,222 $44,574 $3,927
Additional Rate Adjustment Required 0.1% -0.7% 2.2% -1.3% -3.3% 1.2%
Debt Service Coverage Ratio (all debt)

Before Rate Adjustment 1.23 1.10 0.85 0.79 0.71 0.57

After Needed Rate Adjustment 1.23 1.13 1.09 1.09 1.11 1.16

After Proposed Rate Adjustment 1.23 1.16 1.01 1.13 1.23 1.17
Debt Service Coverage Ratio (Revenue Bonds Only)

Before Rate Adjustment 0.00 31.84 6.81 6.16 4.66 4.19

After Needed Rate Adjustment 0.00 32.69 8.71 8.48 7.26 8.59

After Proposed Rate Adjustment 0.00 33.40 8.15 8.81 8.00 8.66
Average Residential Customer Bill $48.00 (Residential, Monthly)

Customer Bill on Proposed Adjustment $48.00 $48.70 $50.65 $53.45 $56.40 $59.50

Bill Difference - Monthly $0.00 $0.70 $1.95 $2.80 $2.95 $3.10

Cumulative Bill Difference $0.00 $0.70 $2.65 $5.45 $8.40 $11.50
Ending Fund Balance (O&M and CIP) $76,762 $108,463 $81,811 $94,197 $138,771 $150,042
Target Ending Minimum Fund Balance/(Deficiency)
for O&M Only ($28,000) $3,000 ($28,000) ($25,000) $15,000 $25,000
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City of Leavenworth - Sanitary Sewer Utility
Escalation Factors

Exhibit 2
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Revenue:
Customer Growth Budget 0.0% 0.0% 0.5% 0.5% 0.5%
Miscellaneous Revenues Budget 1.0% 1.0% 1.0% 1.0% 1.0%
Expenses:
Labor Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Benefits - Medical Budget 6.0% 6.0% 6.0% 6.0% 6.0%
Benefits - Other Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Materials & Supplies Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Equipment Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Miscellaneous Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Other Utilities Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Electricity Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Insurance Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Interest on Fund Balance 0.4% 1.0% 1.0% 2.0% 2.5% 3.0%
New Debt Service:
Low Interest Loans
Termin Years 20 20 20 20 20 20
Rate 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Revenue Bond
Termin Years 20 20 20 20 20 20
Rate 5.0% 5.0% 6.0% 6.0% 6.0% 6.0%
System Development Charges
System Development Charges (SDC) $2,919 $3,007 $3,097 $3,190 $3,285 $3,384 Based on CClI
New ERUs 1 2 3 7 7 7
SDC Funds $2,919 $6,013 $9,290 $22,328 $22,998 $23,687
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City of Leavenworth - Sanitary Sewer Utility Page 1 of 4
Revenue Requirement
Projected 2011 - 2016

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
REVENUE
Retail Rate Revenue:
Sewer Collections $1,139,137 $1,139,137 $1,139,137 $1,144,833 $1,150,557 $1,156,310 Customer Growth
Total Retail Rate Revenue $1,139,137 $1,139,137 $1,139,137 $1,144,833 $1,150,557 $1,156,310
Other Revenue:
Eng/Developer Reviews $15,000 $15,000 $15,000 $15,075 $15,150 $15,226  Customer Growth
Sewer Taps 30,000 25,000 25,000 25,125 25,251 25,377  As Growth (after 2012)
Misc. Fines & Penalties/Late Fees 8,902 8,991 9,080 9,171 9,263 9,356 Miscellaneous Revenues
Investment Interest 719 773 1,090 1,647 2,214 3,994 Interest on Fund Balance
Sales of Scrap & Junk 0 0 0 0 0 0 Miscellaneous Revenues
Misc. Revenues 524 529 534 539 545 550 Miscellaneous Revenues
Total Other Revenue $55,144 $50,292 $50,705 $51,558 $52,423 $54,503
TOTAL REVENUE $1,194,281 $1,189,430 $1,189,842 $1,196,391 $1,202,980 $1,210,813
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City of Leavenworth - Sanitary Sewer Utility
Revenue Requirement
Projected 2011 - 2016

Page 2 of 4

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
EXPENSES
Legal Services
Legal-Prosvs-Sewer $0 $0 $0 $0 $0 $0 Miscellaneous
Total Legal Services $0 $0 $0 $0 $0 $0
Sewer Operations
Salaries & Wages $303,517 $312,623 $322,001 $331,661 $341,611 $351,859  Labor
Overtime 15,507 15,972 16,451 16,945 17,453 17,977 Benefits - Other
Benefits 132,709 140,672 149,112 158,059 167,542 177,595 Benefits - Medical
Overtime Benefits 0 0 0 0 0 0 Benefits - Other
Operating Supplies - Collection 3,500 3,605 3,713 3,825 3,939 4,057 Materials & Supplies
Software Sewer 2,000 2,060 2,122 2,185 2,251 2,319 Miscellaneous
Operating Supplies - Treatment Plant 29,000 29,870 30,766 31,689 32,640 33,619 Materials & Supplies
Small Tools & Minor Equipment 2,000 2,060 2,122 2,185 2,251 2,319 Equipment
Professional Services 15,000 15,450 15,914 16,391 16,883 17,389 Miscellaneous
Pro Svs - Developer Review 15,000 15,450 15,914 16,391 16,883 17,389  Miscellaneous
Pro Svs - Icicle San. Sewer Study 0 0 0 0 0 0 Miscellaneous
Pro Svs - Phones/Postage/Fax 4,450 4,584 4,721 4,863 5,009 5,159  Other Utilities
Pro Svs - Utility Rate Study 14,770 0 0 0 0 0  One-time expense; CIP in 2016
Travel - Lodging/Meals/Mileage 1,500 1,545 1,591 1,639 1,688 1,739 Miscellaneous
Advertising 500 515 530 546 563 580 Miscellaneous
Operating Rentals & Leases 0 0 0 0 0 0 Miscellaneous
Insurance 30,791 31,715 32,666 33,646 34,656 35,695 Insurance
Utilities 30,000 30,900 31,827 32,782 33,765 34,778  Electricity
Repairs & Maintenance 17,000 17,510 18,035 18,576 19,134 19,708 Miscellaneous
Repairs & Maint. Bangsund Sewer 0 0 0 0 0 0 Miscellaneous
Misc. - Reg./Dues/Subscriptions 1,800 1,854 1,910 1,967 2,026 2,087 Miscellaneous
NPDS Permit 6,500 6,695 6,896 7,103 7,316 7,535 Miscellaneous
Lab Accreditation Permit 500 515 530 546 563 580 Miscellaneous
Sludge Disposal Fees 13,000 13,390 13,792 14,205 14,632 15,071 Miscellaneous
Total Sewer Operations $639,044 $646,983 $670,613 $695,205 $720,803 $747,453
TOTAL OPERATIONS & MAINTENANCE $639,044 $646,983 $670,613 $695,205 $720,803 $747,453
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City of Leavenworth - Sanitary Sewer Utility

Page 3 of 4
Revenue Requirement
Projected 2011 - 2016
Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:

Taxes & Interfund Transfers
Excise Tax - Debt of Revenue $23,000 $23,783 $24,652 $25,556 $26,497 $27,477 Calculated - as 3.852% Coll 1.5% Treat
B & O T ax to General Fund 114,785 113,914 113,914 114,483 115,056 115,631 Calculated - as 10.0% of Retail Rev.
Interfund Rentals & Leases 34,317 35,692 35,692 35,692 35,692 Vehicle Replacement Schedule
Other Interfund Services & Charges 21,012 21,642 22,292 23,649 24,359 Miscellaneous
Total Taxes & Interfund Transfers $193,114 $195,031 $196,549 $198,692 $200,894 $203,158

CIP FROM RATES (see Exhibit 4) $15,000 $20,000 $25,000 $30,000 $35,000 $40,000 Toward Depreciation Expense

Debt Service
2009 W/S/S PWTF LOAN $10,806 $10,757 $10,707 $10,658 $10,658 $10,658 Downtown Roadway Rehab 25% Sewer
2000 W/S DOE LOAN 118,000 118,000 118,000 118,000 118,000 118,000 Sewer Plant Upgrade
1998 (1997) W/S DOE LOAN 18,462 18,462 18,462 18,462 18,462 18,462 Sewer Plant Improvements
1999 (1997) W/S PWTF LOAN 147,745 146,364 144,983 143,602 143,602 143,602 Sewer Plant
Low Interest Loan - PWTF 0 10,077 40,830 42,578 42,578 105,483 Calculated from Exhibit 4
New Revenue Bonds 0 10,912 47,354 49,098 60,301 62,045 Calculated from Exhibit 4
Total Debt Service $295,013 $314,571 $380,336 $382,397 $393,601 $458,250
Less: Debt Service Funding
Growth Related Funding $1,460 $3,007 $4,645 $11,164 $11,499 $11,844 50.0% of SDC Revenue
Total Less Debt Service Funding $1,460 $3,007 $4,645 $11,164 $11,499 $11,844

Net Debt Service $293,553 $311,565 $375,691 $371,233 $382,102 $446,406

Change in Working Capital +/- $54,855 $23,900 $0 $0 $0 $10,500

TOTAL REVENUE REQUIREMENT $1,195,567 $1,197,480 $1,267,854 $1,295,130 $1,338,798 $1,447,517

Balance/(Deficiency) of Funds Before Added Tax ($1,285) ($8,050) ($78,012) ($98,739) ($135,818) ($236,704)

Plus: Additional Taxes with Rate Increase $197 $1,236 $11,976 $15,158 $20,851 $36,339

Balance/(Deficiency) of Funds With Added Tax ($1,482) ($9,286) ($89,988) ($113,898) ($156,669) ($273,043)

Balance as a % of Rate Adjustment Required 0.1% 0.8% 7.9% 9.9% 13.6% 23.6%

Proposed Rate Adjustment 0.0% 1.5% 4.0% 5.5% 5.5% 5.5%

Additional Revenue with Proposed Rate Adjustment $0 $17,087 $63,336 $130,119 $201,243 $276,970

Balance/Deficiency After Proposed Rate Adjustment ($1,482) $7,801 ($26,652) $16,222 $44,574 $3,927

Additional Rate Adjustment Required 0.1% -0.7% 2.2% -1.3% -3.3% 1.2%
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City of Leavenworth - Sanitary Sewer Utility Page 4 of 4
Revenue Requirement
Projected 2011 - 2016

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Average Residential Customer Bill $48.00 (Residential, Monthly)
Customer Bill after Rate Adjustment Required $48.06 $48.40 $51.80 $52.80 $54.55 $59.35
Bill Difference - Monthly $0.06 $0.34 $3.40 $1.00 $1.75 $4.80
Cumulative Bill Difference $0.06 $0.40 $3.80 $4.80 $6.55 $11.35
Customer Bill on Proposed Adjustment $48.00 $48.70 $50.65 $53.45 $56.40 $59.50
Bill Difference - Monthly $0.00 $0.70 $1.95 $2.80 $2.95 $3.10
Cumulative Bill Difference $0.00 $0.70 $2.65 $5.45 $8.40 $11.50
Debt Service Coverage Ratio (all debt) Target
Before Rate Adjustment 1.23 1.10 0.85 0.79 0.71 0.57 1.10
After Needed Rate Adjustment 1.23 1.13 1.09 1.09 1.11 1.16 1.10
After Proposed Rate Adjustment 1.23 1.16 1.01 1.13 1.23 1.17 1.0
Debt Service Coverage Ratio (Revenue Bonds Only)
Before Rate Adjustment 0.00 31.84 6.81 6.16 4.66 419 1.25-1.50
After Needed Rate Adjustment 0.00 32.69 8.71 8.48 7.26 8.59 1.25-1.50
After Proposed Rate Adjustment 0.00 33.40 8.15 8.81 8.00 8.66 1.25-1.50
Cash Reserves [1]
Operating Fund-Sewer [2]
Beginning Balance $23,930 $77,302 $109,003 $82,351 $88,573 $133,147
Plus: Balance/(Deficiency) (1,482) 7,801 (26,652) 16,222 44,574 3,927  From Exhibit 3
Less: Change in Working Capital (54,855) (23,900) 0 0 0 (10,500) From Exhibit 3
To Capital Project Fund 0 0 0 10,000 0 0 Input
Ending Balance $77,302 $109,003 $82,351 $88,573 $133,147 $147,574
Minimum Fund Balance (60 days O&M) $105,000 $106,000 $110,000 $114,000 $118,000 $123,000
Target Ending Minimum Fund Balance/(Deficiency) ($28,000) $3,000 ($28,000) ($25,000) $15,000 $25,000
Capital Project Fund
Sewer Fund
Beginning Balance $100,000 ($541) ($541) ($541) $5,624 $5,624
Plus: System Development Fees [3] 2,919 6,013 9,290 22,328 22,998 23,687  From Exhibit 2
CIP from Rates 15,000 20,000 25,000 30,000 35,000 40,000 From Exhibit 3
From Operating Fund 0 0 0 10,000 0 0 Input from Operating Reserve
Grants 0 0 0 15,000 0 0 From Exhibit 4
Developer Funding 0 0 215,625 0 0 0 From Exhibit 4
Low Interest Loans 0 173,000 528,000 30,000 0 1,080,000 From Exhibit 4
Revenue Bonds 0 135,993 417,980 20,000 128,501 20,000 From Exhibit 4
Less: System Development Fees - Debt Service [3] 1,460 3,007 4,645 11,164 11,499 11,844 50.0% of SDC Revenue; Exhibit 3
System Development Fees - Capital Projects [3] 1,460 3,007 4,645 11,164 11,499 11,844 50.0% of SDC Revenue; Exhibit 3
Capital Projects 115,541 328,993 1,186,605 98,836 163,501 1,143,156  From Exhibit 4
Ending Balance ($541) ($541) ($541) $5,624 $5,624 $2,468
Minimum Fund Balance (6-year Average CIP) $480,000 $480,000 $480,000 $480,000 $480,000 $480,000
Target Ending Minimum Fund Balance/(Deficiency) ($481,000) ($481,000) ($481,000) ($474,000) ($474,000) ($478,000)

Note: [1] Water/Sewer Bond Reserve Fund has one year's payment held for 2000 Department of Ecology Loan $118,000
[2] Reserve balance split between water and sewer based on full time employees (FTEs) based on past experience.
[3] System development fees are restricted for use for growth related bond payments or capital improvement projects. See Exhibit 4 for growth projects.
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City of Leavenworth - Sanitary Sewer Utility
Capital Improvement Plan
Exhibit 4

Capital Improvement Projects 2011 2012 2013 2014 2015 2016 Note:
Clarifier 3 (baffle&install) $10,000 $0 $0 $0 $0 $0 2011-2013 Final Budget
Public Works Expansion Property 92,000 0 0 0 0 0 Capital Outlay Planning Revised 7/7/11; 100% Growth
Barn Beach Restrooms 0 0 0 75,000 0 0 2011-2013 Final Budget; 20/40/40 Grant/RR/Growth
Sewer System Plan Update/Facility Plan 0 0 75,000 0 0 0 2011-2013 Final Budget; 80% Growth
Downtown Master Plan-LID Benefit Study 0 7,000 0 0 0 0 2011-2013 Final Budget
DOC Grant - Front/Div-14th St. Construction 0 250,000 0 0 0 0 2011-2013 Final Budget; 50/50 RR & Growth
WWTP Equipment Replacement 15,000 15,000 15,000 15,000 15,000 15,000 2011-2013 Final Budget
Icicle Sanitary Sewer Study-Professional Services 0 0 10,000 0 0 0 Capital Outlay Professional Svs Planning 4-16-10
South Interceptor Engineering & Design 0 60,000 0 0 0 0 2011-2013 Final Budget; 80/20 RR & Growth
South Interceptor Construction 15" - 18" 0 0 660,000 0 0 0 2011-2013 Final Budget; 80/20 RR & Growth
Utility Development Standards 0 0 0 0 0 0 Capital Outlay Professional Svs Planning 4-16-10
Titus/Chumstick Valley Interceptor Upsizing 0 0 215,625 0 0 0 Capital Outlay Professional Svs Planning 4-16-10
Titus/Chumstick Valley Interceptor - Developer 0 0 215,625 0 0 0 Capital Outlay Professional Svs Planning Revised 7/7/11
TMDL Engineering- Professional Services. 0 0 0 20,000 0 0 CO Profes. Svs Planning 4-16-10; 50/50 RR & Growth
TMDL Pilot Test - Professional Services. 0 0 0 0 40,000 0 CO Profes. Svs Planning 4-16-10; 50/50 RR & Growth
TMDL Engineering- Design 0 0 0 0 120,000 120,000 CO Profes. Svs Planning 4-16-10; 50/50 RR & Growth
TMDL Engineering- Construction 0 0 0 0 0 1,000,000 CO Profes. Svs Planning 4-16-10; 50/50 RR & Growth
Sewer Utility Rate Study 0 0 0 0 0 20,000 Utility Rate Study every 5 years

Total Capital Improvement Projects $117,000 $332,000 $1,191,250 $110,000 $175,000 $1,155,000

Transfer to Cash Reserve $0 $0 $0 $0 $0 $0

Total Capital Improvement Projects $117,000 $332,000 $1,191,250 $110,000 $175,000 $1,155,000

Less: Outside Funding Sources
Capital Reserves $100,541 $0 $0 $3,836 $0 $3,156  Input
SDC Revenue 1,460 3,007 4,645 11,164 11,499 11,844 From Exhibit 3; System Development - Capital Projects
Grant 0 0 0 15,000 0 0 Input
Developer Funding 0 0 215,625 0 0 0 Input
Low Interest Loans 0 173,000 528,000 30,000 0 1,080,000 Input
Revenue Bonds 0 135,993 417,980 20,000 128,501 20,000 Calculated
Total Funding Sources $102,001 $312,000 $1,166,250 $80,000 $140,000 $1,115,000

CIP FROM RATES $15,000 $20,000 $25,000 $30,000 $35,000 $40,000 Toward Depreciation Expense
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City of Leavenworth - Sanitary Sewer Utility
Development Of Revenues At
Present Rates For Test Year 2010

Page 1 of 1

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Total
Residential (Inside)
Meter Charge by Size (Monthly)
Residential Customers $46.00 656 656 655 659 659 660 660 661 661 659 654 652 658
Low-income senior or disabled citizen 25.00 15 15 15 15 15 15 15 15 15 15 15 16 15
Additional hardship low income seniors or disabled 8.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Multi-Family (bllling units) 46.00 487 487 487 487 487 487 487 487 488 489 489 489 488
Total Monthly Base Charge 1,158 1,158 1,157 1,161 1,161 1,162 1,162 1,163 1,164 1,163 1,158 1,157 1,160
Revenues
Residential Inside $52,953  $52,953 $52,907 $53,091 $53,091  $53,137  $53,137 $53,183 $53,229 $53,183 $52,953  $52,886 $636,703
Total Revenues $52,953  $52,953 $52,907 $53,091 $53,091  $53,137  $53,137 $53,183 $53,229 $53,183 $52,953  $52,886 $636,703
Residential (Outside)
Meter Charge by Size (Monthly)
Residential Customers $57.00 19 19 19 19 19 19 20 20 21 21 20 20 20
Low-income senior or disabled citizen 31.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Additional hardship low income seniors or disabled 10.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Multi-Family 57.00 8 8 8 8 8 8 8 8 8 8 8 8 8
Total Monthly Base Charge 27 27 27 27 27 27 28 28 29 29 28 28 28
Revenues
Residential Outside $1,539 $1,539 $1,539 $1,539 $1,539 $1,539 $1,596 $1,596 $1,653 $1,653 $1,596 $1,596 $18,924
Total Revenues $1,539 $1,539 $1,539 $1,539 $1,539 $1,539 $1,596 $1,596 $1,653 $1,653 $1,596 $1,596 $18,924
Commercial
Meter Charge by Size (Monthly) Per ERU
Base Commercial $46.00 54 52 53 53 53 54 54 54 54 54 54 54 54
Custom Commercial 300.35 74 74 74 74 75 74 74 74 74 74 74 73 74
Restaurant Base 405.19 21 21 21 21 21 21 21 21 21 21 21 21 21
Restaurant Surcharge 202.60 21 21 21 21 21 21 21 21 21 21 21 21 21
Restaurant Base 46.00 2 2 2 2 2 2 2 2 2 2 2 2 2
Restaurant Surcharge 23.00 2 2 2 2 2 2 2 2 2 2 2 2 2
Total Monthly Base Charge 174 172 173 173 174 174 174 174 174 174 174 173 174
Revenues
Commercial $37,612  $37,520 $37,566 $37,566 $37,866  $37,612  $37,612 $37,612 $37,612 $37,612 $37,612  $37,311 $451,108
Total Revenues $37,612  $37,520 $37,566 $37,566 $37,866  $37,612  $37,612 $37,612 $37,612 $37,612 $37,612 $37,311 $451,108
Summary
Number of Customers
Residential (Inside) 1,158 1,158 1,157 1,161 1,161 1,162 1,162 1,163 1,164 1,163 1,158 1,157 1,160
Residential (Outside) 27 27 27 27 27 27 28 28 29 29 28 28 28
Commercial 174 172 173 173 174 174 174 174 174 174 174 173 174
Total Number of Customers 1,359 1,357 1,357 1,361 1,362 1,363 1,364 1,365 1,367 1,366 1,360 1,358 1,362
Revenues
Residential (Inside) $52,953  $52,953 $52,907 $53,091 $53,091  $53,137  $53,137 $53,183 $53,229 $53,183 $52,953  $52,886 $636,703
Residential (Outside) 1,539 1,539 1,539 1,539 1,539 1,539 1,596 1,596 1,653 1,653 1,596 1,596 18,924
Commercial 37,612 37,520 37,566 37,566 37,866 37,612 37,612 37,612 37,612 37,612 37,612 37,311 451,108
Total Revenues $92,104  $92,012 $92,012 $92,196 $92,496  $92,288  $92,345 $92,391 $92,494 $92,448 $92,161  $91,793 | $1,106,735
Target $1,105,381
Difference $1,354
0.12%
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City of Leavenworth - Sanitary Sewer Utility
Development Of Revenues At
Present Rates For Test Year 2011

Page 1 of 1

Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11 Oct-11 Nov-11 Dec-11 Total
Residential (Inside)
Meter Charge by Size (Monthly)
Residential Customers $48.00 656 656 655 659 659 660 660 661 661 659 654 652 658
Low-income senior or disabled citizen 27.00 15 15 15 15 15 15 15 15 15 15 15 16 15
Additional hardship low income seniors or disabled 10.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Multi-Family (bllling units) 48.00 487 487 487 487 487 487 487 487 488 489 489 489 488
Total Monthly Base Charge 1,158 1,158 1,157 1,161 1,161 1,162 1,162 1,163 1,164 1,163 1,158 1,157 1,160
Revenues
Sewer Minimum Charge $55,269  $55,269 $55,221 $55,413 $55,413  $55,461  $55,461 $55,509 $55,557 $55,509 $55,269  $55,200 $664,551
Total Revenues $55,269  $55,269 $55,221 $55,413 $55,413  $55,461  $55,461 $55,509 $55,557 $55,509 $55,269  $55,200 $664,551
Residential (Outside)
Meter Charge by Size (Monthly)
Residential Customers $59.00 19 19 19 19 19 19 20 20 21 21 20 20 20
Low-income senior or disabled citizen 33.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Additional hardship low income seniors or disabled 12.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Multi-Family 59.00 8 8 8 8 8 8 8 8 8 8 8 8 8
Total Monthly Base Charge 27 27 27 27 27 27 28 28 29 29 28 28 28
Revenues
Sewer Minimum Charge $1,593 $1,593 $1,593 $1,593 $1,593 $1,593 $1,652 $1,652 $1,711 $1,711 $1,652 $1,652 $19,588
Total Revenues $1,593 $1,593 $1,593 $1,593 $1,593 $1,593 $1,652 $1,652 $1,711 $1,711 $1,652 $1,652 $19,588
Commercial
Meter Charge by Size (Monthly) Per ERU
Base Commercial $48.00 54 52 53 53 53 54 54 54 54 54 54 54 54
Custom Commercial 302.35 74 74 74 74 75 74 74 74 74 74 74 73 74
Restaurant Base 407.19 21 21 21 21 21 21 21 21 21 21 21 21 21
Restaurant Surcharge 203.60 21 21 21 21 21 21 21 21 21 21 21 21 21
Restaurant Base 48.00 2 2 2 2 2 2 2 2 2 2 2 2 2
Restaurant Base Surcharge 24.00 2 2 2 2 2 2 2 2 2 2 2 2 2
Total Monthly Base Charge 174 172 173 173 174 174 174 174 174 174 174 173 174
Revenues
Sewer Minimum Charge $37,937  $37,841 $37,889 $37,889 $38,191  $37,937  $37,937 $37,937 $37,937 $37,937 $37,937  $37,634 $454,998
Total Revenues $37,937 $37,841 $37,889 $37,889 $38,191  $37,937  $37,937 $37,937 $37,937 $37,937 $37,937  $37,634 $454,998
Summary
Number of Customers
Residential (Inside) 1,158 1,158 1,157 1,161 1,161 1,162 1,162 1,163 1,164 1,163 1,158 1,157 1,160
Residential (Outside) 27 27 27 27 27 27 28 28 29 29 28 28 28
Commercial 174 172 173 173 174 174 174 174 174 174 174 173 174
Total Number of Customers 1,359 1,357 1,357 1,361 1,362 1,363 1,364 1,365 1,367 1,366 1,360 1,358 1,362
Revenues
Residential (Inside) $55,269  $55,269 $55,221 $55,413 $55,413  $55,461  $55,461 $55,509 $55,557 $55,509 $55,269  $55,200 $664,551
Residential (Outside) 1,593 1,593 1,593 1,593 1,593 1,593 1,652 1,652 1,711 1,711 1,652 1,652 19,588
Commercial 37,937 37,841 37,889 37,889 38,191 37,937 37,937 37,937 37,937 37,937 37,937 37,634 454,998
Total Revenues $94,799  $94,703 $94,703 $94,895 $95,197  $94,991  $95,050 $95,098 $95,205 $95,157 $94,858  $94,486 | $1,139,137
Budget $1,147,880
Difference ($8,743)
-0.76%
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Monthly Bill
Option 1 - Existing Rate Design

2011 Proposed 2012 $ %
Customer Rates Rates Change Change
Residential (Inside) $48.00 $48.75 $0.75 1.6%
Residential (Outside) $59.00 $60.95 $1.95 3.3%
Commercial $48.00 $48.75 $0.75 1.6%
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City of Leavenworth - Solid Waste Utility
Summary of the Revenue Requirement

Exhibit 1
Budget Projected
2011 2012 2013 2014 2015 2016
Revenue
Rate Revenue $496,137 $496,137 $496,137 $498,618 $501,111 $503,616
Miscellaneous Revenue 5,800 7,956 7,609 10,993 11,152 11,600
Total Revenue $501,937 $504,093 $503,746 $509,610 $512,263 $515,216
Expenses
Operations and Maintenance $379,856 $399,351 $411,468 $423,957 $436,830 $450,098
Taxes/Transfers 122,952 147,865 147,995 148,465 148,941 149,423
Capital Improvements Funded through Rates 4,000 6,000 8,000 10,000 12,000 15,000
Net Debt Service 12,994 12,994 12,994 12,994 12,994 12,994
Total Expenses $519,802 $566,210 $580,457 $595,416 $610,765 $627,514
Change in Working Capital +/- ($13,000) ($30,000) ($25,000) $0 $0 $1,500
Total Revenue Requirement $506,802 $536,210 $555,457 $595,416 $610,765 $629,014
Balance/(Deficiency) of Funds Before Added Tax ($4,865) ($32,116) ($51,711) ($85,806) ($98,501) ($113,798)
Plus: Additional Taxes with Rate Increase $560 $3,693 $5,947 $9,868 $11,328 $13,087
Balance/(Deficiency) of Funds With Added Tax ($5,425) ($35,810) ($57,658) ($95,674) ($109,829) ($126,885)
Balance as a % of Rate Adjustment Required 1.1% 7.2% 11.6% 19.2% 21.9% 25.2%
Proposed Rate Adjustment 0.0% 5.0% 5.0% 5.0% 5.0% 3.0%
Additional Revenue with Proposed Rate Adjustment $0 $24,807 $50,854 $78,595 $107,993 $126,897
Balance/Deficiency After Proposed Rate Adjustment ($5,425) ($11,003) ($6,804) ($17,079) ($1,837) $12
Additional Rate Adjustment Required 1.1% 2.1% 1.2% 3.0% 0.3% 0.0%
Debt Service Coverage Ratio (all debt)
Before Rate Adjustment 0.00 0.00 0.00 0.00 0.00 0.00
After Needed Rate Adjustment 0.35 0.00 0.15 2.53 2.80 3.28
After Proposed Rate Adjustment 0.00 0.00 0.00 1.21 2.65 3.28
Average Residential Customer Bill $22.00 (Residential 64 gallon container, once per week)
Customer Bill on Proposed Adjustment $22.00 $23.10 $24.25 $25.45 $26.70 $27.50
Bill Difference - Monthly $0.00 $1.10 $1.15 $1.20 $1.25 $0.80
Cumulative Bill Difference $0.00 $1.10 $2.25 $3.45 $4.70 $5.50
Ending Fund Balance (O&M only) $172,139 $131,136 $99,332 $82,253 $80,416 $81,928
Target Ending Minimum Fund Balance/(Deficiency) $110,139 $65,136 $31,332 $12,253 $8,416 $7,928
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City of Leavenworth - Solid Waste Utility
Escalation Factors

Exhibit 2
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Revenue:
Customer Growth Budget 0.0% 0.0% 0.5% 0.5% 0.5%
Miscellaneous Revenue Budget 1.0% 1.0% 1.0% 1.0% 1.0%
Expenses:
Labor Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Benefits - Medical Budget 6.0% 6.0% 6.0% 6.0% 6.0%
Benefits - Other Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Materials & Supplies Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Equipment Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Miscellaneous Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Other Utilities Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Electricity Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Insurance Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Interest on Fund Balance 0.4% 1.0% 1.0% 2.0% 2.5% 3.0%
New Debt Service:
Low Interest Loans
Termin Years 20 20 20 20 20 20
Rate 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Revenue Bond
Termin Years 20 20 20 20 20 20
Rate 5.0% 5.0% 6.0% 6.0% 6.0% 6.0%
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City of Leavenworth - Solid Waste Utility
Revenue Requirement
Projected 2011 - 2016

Page 1 of 4

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
REVENUE
Retail Rate Revenue:
Garbage Collections $490,431 $490,431 $490,431 $492,883 $495,348 $497,824  Customer Growth
Garbage Collections - Cardboard 5,706 5,706 5,706 5,735 5,763 5,792 Customer Growth
Total Retail Rate Revenue $496,137 $496,137 $496,137 $498,618 $501,111 $503,616
Other Revenue:
Recycle Cardborad $3,500 $3,535 $3,570 $3,606 $3,642 $3,679 Miscellaneous Revenue
Investment Interest 1,625 1,721 1,311 1,987 2,056 2,412 Interest:
Recycling Center Revenue [1] 675 2,700 2,727 5,400 5,454 5,509 Miscellaneous Revenue
Total Other Revenue $5,800 $7,956 $7,609 $10,993 $11,152 $11,600
TOTAL REVENUE $501,937 $504,093 $503,746 $509,610 $512,263 $515,216

[1] Assumes 50% of customers participation, 6 months/year, @ $3.00/trip charge.
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City of Leavenworth - Solid Waste Utility
Revenue Requirement
Projected 2011 - 2016

Page 2 of 4

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:

EXPENSES

Planning and Operations
Intergovern. Prof Svs - SWAC $3,200 $3,296 $3,395 $3,497 $3,602 $3,710 Miscellaneous
Salaries & Wages 125,552 129,319 133,198 137,194 141,310 145,549  Benefits - Other
Overtime 4,305 4,563 4,837 5,127 5,435 5,761 Benefits - Medical
Benefits 54,160 55,785 57,458 59,182 60,958 62,786 Benefits - Other
Overtime Benefits 0 0 0 0 0 0 Benefits - Other
Office & Operating Supplies 1,600 1,648 1,697 1,748 1,801 1,855 Miscellaneous
Small Tools & Minor Equipment 200 206 212 219 225 232  Materials & Supplies
Professional Services 400 412 424 437 450 464  Equipment
Pro Svs - Utility Rate Study 9,141 0 0 0 0 0  One-time expense; CIP in 2016
Communications - Phone/Postage/FAX 1,150 1,185 1,220 1,257 1,294 1,333  Miscellaneous
Advertising 300 309 318 328 338 348 Miscellaneous
Operating Rentals & Leases 0 0 0 0 0 0 Miscellaneous
Insurance 5,748 5,920 6,098 6,281 6,469 6,664 Miscellaneous
Utilities 1,000 1,030 1,061 1,093 1,126 1,159 Miscellaneous
Repairs & Maintenance 2,600 2,678 2,758 2,841 2,926 3,014 Miscellaneous
Recycling Center O&M 1,750 7,000 7,210 7,426 7,649 7,879 Miscellaneous
Waste Management Recycling Charges 3,750 15,000 15,450 15,914 16,391 16,883  Miscellaneous
Total Planning and Operations $214,856 $228,351 $235,338 $242,543 $249,973 $257,636
Dump Fees (was $115k actual in 2009) $165,000 $190,000 $195,700 $201,571 $207,618 $213,847  Other Utilities
Less: Recycling Tonnage Reduction 0 (19,000) (19,570) (20,157) (20,762) (21,385) Miscellaneous
Net Dump Fees $165,000 $171,000 $176,130 $181,414 $186,856 $192,462

TOTAL OPERATIONS & MAINTENANCE $379,856 $399,351 $411,468 $423,957 $436,830 $450,098
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City of Leavenworth - Solid Waste Utility

Page 3 of 4
Revenue Requirement
Projected 2011 - 2016
Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Taxes & Interfund Transfers
Excise Tax - Dept of Revenue $14,800 $17,656 $17,656 $17,744 $17,833 $17,922 Calculated - as 3.6%
B&O Tax to General Fund 48,190 49,614 49,614 49,862 50,111 50,362 Calculated - as 10.0% of Retail Rev.
Interfund Rentals & Leases 55,760 76,268 76,268 76,268 76,268 Vehicle Replacement Schedule
Other Interfund Services & Chareges 4,202 4,328 4,458 4,729 4,871 Miscellaneous
Total Taxes $122,952 $147,865 $147,995 $148,465 $148,941 $149,423
CIP FROM RATES (see Exhibit 4) $4,000 $6,000 $8,000 $10,000 $12,000 $15,000 Toward Depreciation Expense
Debt Service
Debt - Garbage Recepticles $12,994 $12,994 $12,994 $12,994 $12,994 $12,994  From City debt schedules
New Revenue Bond 0 0 0 0 0 0 Calculated
Total Debt Service $12,994 $12,994 $12,994 $12,994 $12,994 $12,994
Less: Debt Service Funding
Growth Related Funding $0 $0 $0 $0 $0 $0
Total Less Debt Service Funding $0 $0 $0 $0 $0 $0
Net Debt Service $12,994 $12,994 $12,994 $12,994 $12,994 $12,994
Change in Working Capital +/- ($13,000) ($30,000) ($25,000) $0 $0 $1,500
TOTAL REVENUE REQUIREMENT $506,802 $536,210 $555,457 $595,416 $610,765 $629,014
Balance/(Deficiency) of Funds Before Added Tax ($4,865) ($32,116) ($51,711) ($85,806) ($98,501) ($113,798)
Plus: Additional Taxes with Rate Increase $560 $3,693 $5,947 $9,868 $11,328 $13,087
Balance/(Deficiency) of Funds With Added Tax ($5,425) ($35,810) ($57,658) ($95,674) ($109,829) ($126,885)
Balance as a % of Rate Adjustment Required 1.1% 7.2% 11.6% 19.2% 21.9% 25.2%
Proposed Rate Adjustment 0.0% 5.0% 5.0% 5.0% 5.0% 3.0%
Additional Revenue with Proposed Rate Adjustment $0 $24,807 $50,854 $78,595 $107,993 $126,897
Balance/Deficiency After Proposed Rate Adjustment ($5,425) ($11,003) ($6,804) ($17,079) ($1,837) $12
Additional Rate Adjustment Required 1.1% 2.1% 1.2% 3.0% 0.3% 0.0%
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City of Leavenworth - Solid Waste Utility Page 4 of 4
Revenue Requirement
Projected 2011 - 2016

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Average Residential Customer Bill $22.00 (Residential 64 gallon container, once per week)
Customer Bill after Rate Adjustment Required $22.25 $23.60 $24.55 $26.20 $26.80 $27.55
Bill Difference - Monthly $0.25 $1.35 $0.95 $1.65 $0.60 $0.75
Cumulative Bill Difference $0.25 $1.60 $2.55 $4.20 $4.80 $5.55
Customer Bill on Proposed Adjustment $22.00 $23.10 $24.25 $25.45 $26.70 $27.50
Bill Difference - Monthly $0.00 $1.10 $1.15 $1.20 $1.25 $0.80
Cumulative Bill Difference $0.00 $1.10 $2.25 $3.45 $4.70 $5.50
Debt Service Coverage Ratio (all debt) Target
Before Rate Adjustment 0.00 0.00 0.00 0.00 0.00 0.00 1.10
After Needed Rate Adjustment 0.35 0.00 0.15 2.53 2.80 3.28 1.10
After Proposed Rate Adjustment 0.00 0.00 0.00 121 2.65 3.28 1.10
Cash Reserves
Operating Fund-Solid Waste
Beginning Balance $190,564 $172,139 $131,136 $99,332 $82,253 $80,416
Plus: Balance/(Deficiency) (5,425) (11,003) (6,804) (17,079) (1,837) 12 From Exhibit 3
Less: Change in Working Capital 13,000 30,000 25,000 0 0 (1,500) From Exhibit 3
Ending Balance $172,139 $131,136 $99,332 $82,253 $80,416 $81,928
Minimum Fund Balance (60 days O&M) $62,000 $66,000 $68,000 $70,000 $72,000 $74,000
Target Ending Minimum Fund Balance/(Deficiency) $110,139 $65,136 $31,332 $12,253 $8,416 $7,928
Capital Projects Fund
Solid Waste Fund
Beginning Balance $100,000 $12,000 $10,000 $10,000 $16,000 $24,000
Plus: CIP from Rates 4,000 6,000 8,000 10,000 12,000 15,000 From Exhibit 3
Grant 125,000 0 0 0 0 0 From Exhibit 4
Low Interest Loans 0 0 0 0 0 0 From Exhibit 4
Revenue Bonds 0 0 0 0 0 0 From Exhibit 4
Less: Capital Projects 217,000 8,000 8,000 4,000 4,000 19,000 From Exhibit 4
Ending Balance $12,000 $10,000 $10,000 $16,000 $24,000 $20,000
Minimum Fund Balance (6-year Average CIP) $43,000 $43,000 $43,000 $43,000 $43,000 $43,000
Target Ending Minimum Fund Balance/(Deficiency) ($31,000) ($33,000) ($33,000) ($27,000) ($19,000) ($23,000)
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City of Leavenworth - Solid Waste Utility
Capital Improvement Plan

Exhibit 4
Capital Improvement Projects 2011 2012 2013 2014 2015 2016 Note
Public Works Expansion Property (SWAC) $162,000 $0 $0 $0 $0 $0 2011-2013: Acqusition
Recycling Facility - SWAC 55,000 0 0 0 0 0 2011-2013:Construction
Downtown Garbage Cans 0 8,000 8,000 0 0 0 2011-2013
Equipment/Can Replacements 0 0 0 4,000 4,000 4,000 Input
Utility Rate Study 0 0 0 0 0 15,000 Input; Utility rate study every 5 years
Total Capital Improvement Projects $217,000 $8,000 $8,000 $4,000 $4,000 $19,000
Transfer to Cash Reserve $4,000 $0 $0 $6,000 $8,000 $11,000 Input
Total Capital Improvement Projects $221,000 $8,000 $8,000 $10,000 $12,000 $30,000
Less: Outside Funding Sources
Capital Reserves $92,000 $2,000 $0 $0 $0 $15,000 Input
Grant 125,000 0 0 0 0 0 Input
Low Interest Loans 0 0 0 0 0 0 Input
Revenue Bonds 0 0 0 0 0 0 Calculated
Total Funding Sources $217,000 $2,000 $0 $0 $0 $15,000
CIP FROM RATES $4,000 $6,000 $8,000 $10,000 $12,000 $15,000 Toward Depreciation Expense

Appendix D - Page 7 of 11



City of Leavenworth - Solid Waste Utility Page 1 of 3
Development Of Revenues At
Present Rates For Test Year 2010

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Total

BASE REVENUE
Residential Single Family / 1 Tote $22.00 675 675 672 677 678 671 676 677 677 676 672 667 667
Residential Seniors / 1 Tote $10.00 15 15 15 14 15 15 16 15 15 15 15 15 15
Residential 2 Totes 1x $32.00 0 0 0 0 0 10 7 9 9 9 9 10 10
690 690 687 691 693 696 699 701 701 700 696 692 692
Business 1 Tote / 1x $22.00 37 35 36 36 34 33 36 32 32 32 32 36 36
Business 3 Cans 1x $28.00 13 13 13 13 13 12 0
Alpen Haus 3 Cans / 3x $0.00 1 1 0
PO Saloon 3 Cans 2X $56.00 1 1 1 1 1 1 0
City 35 Street Cans* $1,246.00 1 1 1 1 1 1 1 1 1 1 1 1 1
Dumpster 1x $75.00 42 41 42 42 48 44 44 43 42 41 38 38 38
Dumpster 2X $125.00 30 32 32 32 32 34 33 32 30 30 30 32 32
Dump 2x w / Sat or Sun $140.00 1 1 1 1 1 1 1 1 1 1 1 1 1
Dump 3x $175.00 14 12 12 12 12 12 11 12 10 10 10 10 10
Dump 3x w/ Sat or Sun $190.00 16 16 16 16 16 16 10 7 9 10 9 9 9
Dump 4x w/ Sat or Sun $240.00 7 7 7 7 7 7 15 14 14 14 14 14 14
Dump 4x w/ Sat and Sun $255.00 1 1 1 1 1 1 1 1 1 1 2 1 1
Dump 5x $275.00 8 8 8 8 8 8 8 8 9 9 9 9 9
Dump 5x w/ Sat and Sun $305.00 1 1 1 1 1 1 2 1 1 1 1 1 1
Dump 6x w/ Sat or Sun $340.00 2 2 2 2 2 2 2 2 2 2 2 2 2
Dump 7x $405.00 8 8 8 8 8 8 8 6 6 6 6 6 6
Dump 1x No Rent $50.00 1 1 1 1 1 1 0
Dump 2x No Rent w/wheels $100.00 1 1 1 1 1 1 0
Dump 3x No Rent w/Sat or Sun $165.00 1 1 1 1 1 1 0
Dump 5x No Rent w/ Sat and Sun $280.00 1 1 1 1 1 1 0
USDA - Forest Service* $400.00 1 1 1 1 1 1 1 1 1 1 1 1 1
Business 2 Totes 1x $32.00 0 0 0 0 0 3 21 23 23 23 23 19 19
Dump 1x w/ wheels $85.00 0 0 0 0 0 0 1 1 1 1 0
Dump 2x w/ Wheels $135.00 0 0 0 0 0 0 1 1 2 2 2 2 2
Dump 3x w/ Sat or Sun w/wheels $200.00 0 0 0 0 0 0 0 1 1 1 1
Dump 4x w/Sat or Sun w/ wheels $250.00 0 0 0 0 0 0 0 3 3 2 2 2 2
Dump 5x w/ Sat and Sun w/wheels $315.00 0 0 0 0 0 0 0 1 1 1 1
Dump 6x w/ Sat and Sun w/wheels $0.00 0 0 0 0 0 0 0 1 0
Dump 7x w/wheels $415.00 0 0 0 0 0 0 0 3 4 3 3 3 3
Total Base Customers 187 184 186 186 191 190 195 193 192 192 189 189 189
Total Base Revenue $39,365  $39,146 $39,177 $39,277 $39,715  $39,877  $40,476 $40,658 $41,188 $41,131 $40,883  $40,675 $481,568
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City of Leavenworth - Solid Waste Utility Page 2 of 3
Development Of Revenues At
Present Rates For Test Year 2010

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Total
BASE REVENUE
EXTRA GARBAGE REVENUE
Residential Single Family / 1 Tote $126 $0 $0 $72 $78 $42 $15 $3 $24 $6 $0 $0 $366
Residential Seniors / 1 Tote 0 0 0 0 0 0 0 0 0 0 0 0 0
Business 1 Tote / 1x 15 0 0 0 0 0 40 3 0 6 0 0 64
Business 3 Cans 1x 12 0 0 0 0 0 12
Alpen Haus 3 Cans / 3x 0 0 0
PO Saloon 3 Cans 2X 28 0 0 0 0 0 28
City 35 Street Cans* 140 0 0 0 0 0 0 0 0 0 0 0 140
Dumpster 1x 556 0 0 0 0 0 0 262 225 100 228 46 1,417
Dumpster 2X 261 230 0 29 70 0 145 452 403 113 467 247 2,417
Dump 2x w/ Sat or Sun 0 0 0 0 0 0 0 50 54 33 40 0 177
Dump 3x 261 24 0 29 57 29 137 282 108 58 37 72 1,094
Dump 3x w/ Sat or Sun 171 23 0 0 30 0 100 241 270 286 178 0 1,299
Dump 4x w/ Sat or Sun 204 0 0 0 0 0 0 140 29 8 66 0 447
Dump 4x w/ Sat and Sun 0 23 0 0 0 0 0 16 0 0 33 0 72
Dump 5x 0 0 0 0 0 0 0 0 58 87 111 72 328
Dump 5x w/ Sat and Sun 56 0 0 0 0 0 25 0 0 0 0 0 81
Dump 6x w/ Sat or Sun 195 0 0 0 0 0 0 8 0 0 69 48 320
Dump 7x 200 0 0 0 0 0 0 8 0 0 33 0 241
Dump 1x No Rent 0 0 0 0 0 0 0
Dump 2x No Rent w/wheels 0 0 0 0 0 0 0
Dump 3x No Rent w/Sat or Sun 0 0 0 0 0 0 0
Dump 5x No Rent w/ Sat and Sun 0 24 0 0 0 0 24
USDA - Forest Service* 0 0 0 0 0 0 0 0 0 0 0 0 0
Business 2 Totes 1x 0 0 0 0 0 0 12 8 20 12 24 6 82
Residential 2 Totes 1x 0 0 0 0 0 0 9 0 0 0 0 0 9
Dump 1x w/ wheels 0 0 0 0 0 0 0 0 0 0 0
Dump 2x w/ Wheels 0 0 0 0 0 0 0 25 50 0 0 0 75
Dump 3x w/ Sat or Sun w/wheels 0 0 0 0 0 0 0 0 0 0 0
Dump 4x w/Sat or Sun w/ wheels 0 0 0 0 0 0 0 0 0 0 0 0 0
Dump 5x w/ Sat and Sun w/wheels 0 0 0 0 0 0 0 0 25 0 25
Dump 6x w/ Sat and Sun w/wheels 0 0 0 0 0 0 0 0 0
Dump 7x w/wheels 0 0 0 0 0 0 0 137 0 0 8 0 145
Total Extra Garbage Revenue $2,225 $324 $0 $130 $235 $71 $483 $1,635 $1,241 $709 $1,319 $491 $8,863
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City of Leavenworth - Solid Waste Utility Page 3 of 3
Development Of Revenues At
Present Rates For Test Year 2010

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Total
BASE REVENUE

CARDBOARD REVENUE
Residential Single Family / 1 Tote $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Residential Seniors / 1 Tote 0 0 0 0 0 0 0 0 0 0 0 0 0
Business 1 Tote / 1x 42 42 42 42 36 36 36 30 30 30 30 30 426
Business 3 Cans 1x 24 24 24 42 24 24 162
Alpen Haus 3 Cans / 3x 6 6 12
PO Saloon 3 Cans 2X 6 6 6 6 6 6 36
City 35 Street Cans* 0 0 0 0 0 0 0 0 0 0 0 0 0
Dumpster 1x 102 102 102 102 102 78 72 66 66 66 72 66 996
Dumpster 2X 114 120 120 120 120 132 120 114 108 102 108 120 1,398
Dump 2x w / Sat or Sun 6 6 6 6 6 6 6 6 6 6 6 6 72
Dump 3x 42 36 36 36 36 36 36 42 30 30 30 30 420
Dump 3x w/ Sat or Sun 36 36 36 42 42 42 42 30 42 48 42 42 480
Dump 4x w/ Sat or Sun 18 18 18 18 18 18 30 30 30 30 30 30 288
Dump 4x w/ Sat and Sun 6 6 6 6 6 6 6 6 6 6 12 6 78
Dump 5x 6 6 6 6 6 6 6 6 24 24 24 24 144
Dump 5x w/ Sat and Sun 6 6 6 6 6 6 12 6 6 6 6 6 78
Dump 6x w/ Sat or Sun 12 12 12 12 12 12 12 12 12 12 12 12 144
Dump 7x 36 36 36 36 36 36 36 24 24 24 24 24 372
Dump 1x No Rent 0 0 0 0 0 0 0
Dump 2x No Rent w/wheels 0 0 0 0 0 0 0
Dump 3x No Rent w/Sat or Sun 6 6 6 6 6 6 36
Dump 5x No Rent w/ Sat and Sun 6 6 6 6 6 6 36
USDA - Forest Service* 0 0 0 0 0 0 0 0 0 0 0 0 0
Business 2 Totes 1x 0 0 0 0 0 6 48 60 60 60 54 54 342
Residential 2 Totes 1x 0 0 0 0 0 0 0 0 0 0 0 0 0
Dump 1x w/ wheels 0 0 0 0 0 0 0 0 0 0 0
Dump 2x w/ Wheels 0 0 0 0 0 0 6 6 6 6 6 6 36
Dump 3x w/ Sat or Sun w/wheels 0 0 0 0 0 0 0 6 6 6 18
Dump 4x w/Sat or Sun w/ wheels 0 0 0 0 0 0 0 6 6 0 0 0 12
Dump 5x w/ Sat and Sun w/wheels 0 0 0 0 0 0 0 6 6 6 18
Dump 6x w/ Sat and Sun w/wheels 0 0 0 0 0 0 0 6 6
Dump 7x w/wheels 0 0 0 0 0 0 0 18 24 18 18 18 96
Total Cardboard Revenue $468 $468 $468 $492 $474 $468 $468 $468 $480 $480 $486 $486 $5,706
TOTAL REVENUE $42,058  $39,938 $39,645 $39,899 $40,424  $40,416  $41,427 $42,761 $42,909 $42,320 $42,688 $41,652 $496,137
Target $496,426
Difference ($289)
-0.06%
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Proposed Solid Waste Utility
Option 1 - Status Quo Rate (Monthly Bill)

2010 Proposed 2013 $ %
Customer Rates Rates Change Change
Residential Single Family / 1 Tote $22.00 $23.10 $1.10 5.0%
Business 1 Tote / 1x $22.00 $23.10 $1.10 5.0%
Dumpster 1x $75.00 $78.75 $3.75 5.0%
Dumpster 2X $125.00 $131.25 $6.25 5.0%
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City of Leavenworth - Stormwater Utility
Summary of the Revenue Requirement

Exhibit 1
Budget Projected
2011 2012 2013 2014 2015 2016

Revenue

Rate Revenue $0 $86,000 $86,000 $86,430 $86,862 $87,296

Miscellaneous Revenue 0 0 0 0 0 0
Total Revenue $0 $86,000 $86,000 $86,430 $86,862 $87,296
Expenses

Operations and Maintenance $40,416 $35,272 $36,536 $37,849 $39,215 $40,637

Taxes/Interfund Transfers 393 1,690 10,339 10,352 10,366 14,744

CIP from Rates 0 3,000 4,000 4,000 5,000 6,000

Net Debt Service 0 31,627 33,899 42,636 46,897 46,897
Total Expenses $40,810 $71,589 $84,774 $94,838 $101,478 $108,277
Change in Working Capital +/- $0 $15,000 $13,600 $5,700 $2,100 $0
Total Revenue Requirement $40,810 $86,589 $98,374 $100,538 $103,578 $108,277
Balance/(Deficiency) of Funds Before Added Tax ($40,810) ($589) ($12,374) ($14,108) ($16,716) ($20,981)
Plus: Additional Taxes with Rate Increase $612 $9 $186 $212 $251 $1,364
Balance/(Deficiency) of Funds With Added Tax ($41,422) ($598) ($12,559) ($14,319) ($16,966) ($22,345)
Balance as a % of Rate Adjustment Required N/A 0.7% 14.6% 16.6% 19.5% 25.6%
Proposed Rate Adjustment 0.0% 0.0% 6.0% 6.0% 6.0% 6.0%
Additional Revenue with Proposed Rate Adjustment $0 $0 $5,160 $10,683 $16,592 $22,913
Balance/Deficiency After Proposed Rate Adjustment ($41,422) ($598) ($7,399) ($3,636) ($374) $569
Additional Rate Adjustment Required 0.0% 0.7% 8.1% 3.7% 0.4% -0.5%
Proposed Customer Bill $0.00

Customer Bill after Rate Adjustment Required $7.35 $7.35 $7.80 $8.25 $8.75 $9.30

Bill Difference - Monthly ($7.35) $0.00 $0.45 $0.45 $0.50 $0.55

Cumulative Bill Difference ($7.35) $7.35 $0.45 $0.90 $1.40 $1.95
Debt Service Coverage Ratio (all debt)

Before Rate Adjustment 0.00 1.55 1.15 0.90 0.79 0.68

After Needed Rate Adjustment 0.00 1.57 1.52 1.23 1.16 1.16

After Proposed Rate Adjustment 0.00 1.55 1.31 1.15 1.15 1.17
Ending Fund Balance (O&M and CIP) $0 $14,402 $20,602 $22,666 $24,392 $19,960
Target Ending Minimum Fund Balance/(Deficiency)
for O&M Only $0 $8,402 $14,602 $16,666 $18,392 $12,960
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City of Leavenworth - Stormwater Utility
Escalation Factors

Exhibit 2
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Revenue:
Customer Growth Budget 0.0% 0.0% 0.5% 0.5% 0.5%
Miscellaneous Revenue Budget 1.0% 1.0% 1.0% 1.0% 1.0%
Expenses:
Labor Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Benefits - Medical Budget 6.0% 6.0% 6.0% 6.0% 6.0%
Benefits - Other Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Materials & Supplies Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Equipment Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Miscellaneous Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Other Utilities Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Electricity Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Insurance Budget 3.0% 3.0% 3.0% 3.0% 3.0%
Interest on Fund Balance 0.4% 1.0% 1.0% 2.0% 2.5% 3.0%
New Debt Service:
Low Interest Loans
Termin Years 20 20 20 20 20 20
Rate 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Revenue Bond
Termin Years 20 20 20 20 20 20
Rate 5.0% 5.0% 6.0% 6.0% 6.0% 6.0%
System Development Charges
System Development Charges (SDC) $0 $0 $0 $0 $0 $0 Based on CCI
New ERUs 1 2 3 4 4 4
SDC Funds $0 $0 $0 $0 $0 $0
Calculation of New Stormwater Rate
Cost $41,422 $86,000 $86,260
Number of ERUs (= Total Solid Waste Units) 978
Proposed Stormwater Rate $7.35
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City of Leavenworth - Stormwater Utility
Revenue Requirement
Projected 2011 - 2016

Page 1 of 4

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
REVENUE
Retail Rate Revenues:
Stormwater Collections $0 $86,000 $86,000 $86,430 $86,862 $87,296  Customer Growth
Total Retail Rate Revenue $0 $86,000 $86,000 $86,430 $86,862 $87,296
Other Revenue:
Storm Permits $0 $0 $0 $0 $0 $0 Miscellaneous Revenue
Other 0 0 0 0 0 0 Miscellaneous Revenue
Misc. Revenue 0 0 0 0 0 0 Miscellaneous Revenue
Total Other Revenue $0 $0 $0 $0 $0 $0
TOTAL REVENUE $0 $86,000 $86,000 $86,430 $86,862 $87,296
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City of Leavenworth - Stormwater Utility
Revenue Requirement
Projected 2011 - 2016

Page 2 of 4

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:

EXPENSES

Legal Services
Legal-Prosvs- $0 $0 $0 $0 $0 $0 Miscellaneous
Total Legal Services $0 $0 $0 $0 $0 $0

Roadway
Salaries & Wages $12,518 $12,893 $13,280 $13,678 $14,089 $14,511 Labor
Overtime 919 947 975 1,004 1,035 1,066 Benefits - Other
Benefits 5,795 6,143 6,511 6,902 7,316 7,755 Benefits - Medical
Overtime Benefits 0 0 0 0 0 0 Benefits - Other
Office & Operating Supplies 300 309 318 328 338 348 Materials & Supplies
Small Tools & Minor Equipment 50 52 53 55 56 58 Equipment
Engineering & Survey 100 103 106 109 113 116 Miscellaneous
Travel - Lodging/Meals/Mileage 25 26 27 27 28 29 Miscellaneous
Repairs & Maintenance 1,500 1,545 1,591 1,639 1,688 1,739 Miscellaneous
Misc. - Reg./Dues/Subscriptions 0 0 0 0 0 0 Miscellaneous
Total Roadway $21,207 $22,017 $22,862 $23,743 $24,662 $25,621

Storm Drainage
Office & Operating Supplies $1,500 $1,545 $1,591 $1,639 $1,688 $1,739  Materials & Supplies
Stormwater Master Plan 0 0 0 0 0 0 Miscellaneous
Repairs & Maintenance 5,000 5,150 5,305 5,464 5,628 5,796 Miscellaneous
Total Storm Drainage $6,500 $6,695 $6,896 $7,103 $7,316 $7,535

Street Cleaning
Office & Operating Supplies $250 $258 $265 $273 $281 $290 Miscellaneous
Repairs & Maintenance 1,500 1,545 1,591 1,639 1,688 1,739 Miscellaneous
Total Street Cleaning $1,750 $1,803 $1,857 $1,912 $1,970 $2,029

Street Admin & Overhead
Salaries & Wages $2,172 $2,237 $2,305 $2,374 $2,445 $2,518 Labor
Benefits 662 702 744 788 836 886 Benefits - Medical
Travel - Lodging/Meals/Mileage 0 0 0 0 0 0 Miscellaneous
Advertising - PWTF Loan Projects 0 0 0 0 0 0 Miscellaneous
Pro Svs - Utility Rate Study 6,359 0 0 0 0 0  One-time expense; CIP in 2016
Insurance 1,293 1,332 1,372 1,413 1,456 1,499 Insurance
Insurance - TBD 250 258 265 273 281 290 Insurance
Repairs & Maintenance 0 0 0 0 0 0 Miscellaneous
Misc-Reg/Dues/Subscriptions 13 13 13 14 14 14  Miscellaneous
Other Interfund Svs Chgs 210 216 223 230 236 244  Miscellaneous
Total Street Admin & Overhead $10,959 $4,758 $4,922 $5,092 $5,268 $5,451

TOTAL OPERATIONS & MAINTENANCE $40,416 $35,272 $36,536 $37,849 $39,215 $40,637
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City of Leavenworth - Stormwater Utility

Page 3 of 4
Revenue Requirement
Projected 2011 - 2016
Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Taxes & Interfund Transfers
Excise Tax - Debt of Revenue $0 $1,290 $1,290 $1,296 $1,303 $1,309 Calculated - as 1.5% of Total Rev.
B & O Tax to General Fund 0 0 0 0 4,365 Calculated - as 0.0% of Retail Rev; 5% '16
Interfund Rentals & Leases 183 183 8,826 8,826 8,826  Vehicle Replacement Schedule
Other Interfund Svs Chgs 210 216 223 236 244  Miscellaneous
Total Taxes & Interfund Transfers $393 $1,690 $10,33 $10,352 $10,366 $14,744
CIP FROM RATES (see Exhibit 4) $0 $3,000 $4,000 $4,000 $5,000 $6,000 Toward Depreciation Expense
Debt Service
Current Debt Service $0 $0 $0 $0 $0 $0
Low Interest Loan - PWTF 0 31,627 33,899 42,636 46,897 46,897 Calculated from Exhibit 4
New Revenue Bonds 0 0 0 0 0 0 Calculated from Exhibit 4
Total Debt Service $0 $31,627 $33,899 $42,636 $46,897 $46,897
Less: Debt Service Funding
Growth Related Funding $0 $0 $0 $0 $0 $0 50.0% of SDC Revenue
Total Less Debt Service Funding $0 $0 $0 $0 $0 $0
Net Debt Service $0 $31,627 $33,899 $42,636 $46,897 $46,897
Change in Working Capital +/- $0 $15,000 $13,600 $5,700 $2,100 $0
TOTAL REVENUE REQUIREMENT $40,810 $86,589 $98,374 $100,538 $103,578 $108,277
Balance/(Deficiency) of Funds Before Added Tax ($40,810) ($589) ($12,374) ($14,108) ($16,716) ($20,981)
Plus: Additional Taxes with Rate Increase $612 $9 $186 $212 $251 $1,364
Balance/(Deficiency) of Funds With Added Tax ($41,422) ($598) ($12,559) ($14,319) ($16,966) ($22,345)
Balance as a % of Rate Adjustment Required 0.7% 14.6% 16.6% 19.5% 25.6%
Proposed Rate Adjustment 0.0% 6.0% 6.0% 6.0% 6.0%
Additional Revenue with Proposed Rate Adjustment $0 $5,160 $10,683 $16,592 $22,913
Balance/Deficiency After Proposed Rate Adjustment ($598) ($7,399) ($3,636) ($374) $569
Additional Rate Adjustment Required 0.7% 8.1% 3.7% 0.4% -0.5%
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City of Leavenworth - Stormwater Utility Page 4 of 4
Revenue Requirement
Projected 2011 - 2016

Exhibit 3
Budget Projected
2011 2012 2013 2014 2015 2016 Note:
Proposed Customer Bill
Customer Bill after Rate Adjustment Required $7.35 $7.80 $8.25 $8.75 $9.30
Bill Difference - Monthly $0.00 $0.45 $0.45 $0.50 $0.55
Cumulative Bill Difference $7.35 $0.45 $0.90 $1.40 $1.95
Debt Service Coverage Ratio (all debt) Target DSC
Before Rate Adjustment 1.55 1.15 0.90 0.79 0.68 1.10
After Needed Rate Adjustment 1.57 1.52 1.23 1.16 1.16 1.10
After Proposed Rate Adjustment 1.55 131 1.15 1.15 1.17 1.10
Cash Reserves
Operating Fund-Stormwater
Beginning Balance $0 $14,402 $20,602 $22,666 $24,392
Plus: Balance/(Deficiency) (598) (7,399) (3,636) (374) 569 From Exhibit 3
Less: Change in Working Capital 15,000 13,600 5,700 2,100 0  From Exhibit 3
Less: Funds to Capital Reserve 0 0 0 0 (5,000) Input
Ending Balance $14,402 $20,602 $22,666 $24,392 $19,960
Minimum Fund Balance (60 days O&M) $6,000 $6,000 $6,000 $6,000 $7,000
Target Ending Minimum Fund Balance/(Deficiency) $8,402 $14,602 $16,666 $18,392 $12,960
Capital Projects Fund
Stormwater Fund
Beginning Balance $0 $3,000 $7,000 $1,000 $6,000
Plus: Balance from Operating Fund $0 $0 $0 $0 $5,000
Plus: System Development Fees [1] 0 0 0 0 0  From Exhibit 2
CIP from Rates 3,000 4,000 4,000 5,000 6,000 From Exhibit 3
Grants 0 0 0 0 0 From Exhibit 4
Developer Funding 0 0 0 0 0  From Exhibit 4
Federal 0 180,000 0 188,650 0 From Exhibit 4
State 0 81,000 80,000 123,200 0 From Exhibit 4
Low Interest Loans 543,000 39,000 150,000 73,150 0 From Exhibit 4
Revenue Bonds 0 0 0 0 0 From Exhibit 4
Less: System Development Fees - Debt Service [1] 0 0 0 0 0 0.0% of SDC Revenue; Exhibit 3
System Development Fees - Capital Projects [1] 0 0 0 0 0 0.0% of SDC Revenue; Exhibit 4
Capital Projects 543,000 300,000 240,000 385,000 15,000  From Exhibit 4
Ending Balance $3,000 $7,000 $1,000 $6,000 $2,000
Minimum Fund Balance (6-year Average CIP) $250,000 $250,000 $250,000 $250,000 $250,000
Target Ending Minimum Fund Balance/(Deficiency) ($247,000) ($243,000) ($249,000) ($244,000) ($248,000)

Note: [1] System development fees are restricted for use for growth related bond payments or capital improvement projects. See Exhibit 4 for growth projects.Note:
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City of Leavenworth - Stormwater Utility
Capital Improvement Plan
Exhibit 4

Capital Improvement Projects [1] 2011 2012 2013 2014 2015 2016 Note:
Front Street Division to 14th Stormwater Main Rep. $0 $453,000 $0 $0 $0 $0 TIP - sewer, water, 10% storm 33%Federal 33%State
Titus-Chumstick Stormwater System Installation 0 0 0 0 105,000 0 TIP - water, 5% storm 49%Federal 22%State
Division Street Reconstruction 0 90,000 0 0 0 0 TIP - water, 10% storm 33%Federal 33%State
Ski Hill Drive, Highway 2 to Pine 0 0 0 0 280,000 0 TIP - water, 10% storm 49%Federal 22%State
Pine Street, Ski Hill Drive to Fir Street 0 0 300,000 0 0 0 TIP - water, 10% storm 60%Federal 27%State
Commercial Street Reconstruction 0 0 0 160,000 0 0 TIP - water, 10% storm 0%Federal 50%State
Wetland Mitigation Study 0 0 0 20,000 0 0 From discussion with City staff
Stormwater Master Plan 0 0 0 60,000 0 0 From discussion with City staff
Utility Rate Study 0 0 0 0 0 15,000 Input, Utility Rate Study every 5 years

Total Capital Improvement Projects $0 $543,000 $300,000 $240,000 $385,000 $15,000

Transfer to Capital Reserve $0 $3,000 $4,000 $0 $5,000 $6,000 Input

Total Capital Improvement Projects $0 $546,000 $304,000 $240,000 $390,000 $21,000

Less: Outside Funding Sources
Capital Reserves $0 $0 $0 $6,000 $0 $15,000 Input
SDC Revenue 0 0 0 0 0 0 From Exhibit 3; System Development - Capital Projects
Grant 0 0 0 0 0 0 Input
Developer 0 0 0 0 0 0 Input
Federal 0 0 180,000 0 188,650 0 TIP- Storm and water project
State 0 0 81,000 80,000 123,200 0 TIP- Storm and water project
Low Interest Loans 0 543,000 39,000 150,000 73,150 0 Input
Revenue Bonds 0 0 0 0 0 0 Calculated
Total Funding Sources $0 $543,000 $300,000 $236,000 $385,000 $15,000

CIP FROM RATES $0 $3,000 $4,000 $4,000 $5,000 $6,000 Toward Depreciation Expense

Note: [1] Capital project costs were allocated to stormwater based on an estimated 5% to 10% of the total project costs, as noted above.
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City of Leavenworth Potential Stormwater Utility
Development Of Revenues At
Present Rates For Test Year 2012

Based on Water Utility 2010 Inside City Customers $4.90
Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Total
Residential (Inside)
Meter Charge by Size (Monthly)
3/4" $4.90 682 682 682 682 682 682 682 682 682 682 682 682 682
1" included above 0
1 1/2" included in customer count above 0
Qualified low income seniors or disabled (above) 0
Additional hardship low income seniors or disabled 0
Total Monthly Base Charge 682 682 682 682 682 682 682 682 682 682 682 682 682
0
1ERU $4.90 682 682 682 682 682 682 682 682 682 682 682 682 8,189
0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0
Total ERUs 682 682 682 682 682 682 682 682 682 682 682 682 8,189
Revenues
Each resident charge as 1 ERU $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $40,126
Total Revenues $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $40,126
Commercial (Inside)
Meter Charge by Size (Monthly)
3/4" =1ERU $4.90 95 94 94 94 98 98 98 97 96 96 93 91 95
1" =1ERU 4.90 36 36 36 36 36 36 36 37 37 37 37 37 36
11/2" Upto5ERUs 24.50 60 59 59 59 66 66 66 66 66 66 59 59 63
2" Up to 5 ERUs 24.50 51 50 51 52 55 55 55 55 55 55 52 51 53
3" > 5 ERUs (Assumes 8 ERUSs) 39.20 10 10 10 10 11 11 11 11 11 11 10 10 11
2" X 6" fire service meter 0.00 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Monthly Base Charge 252 249 250 251 266 266 266 266 265 265 251 248 258
Revenues
ERUCharge $3,753 $3,700 $3,724 $3,749 $4,052 $4,052 $4,052 $4,052 $4,047 $4,047 $3,749 $3,714 $46,692
0 0 0 0 0 0 0 0 0 0 0 0
Total Revenues $3,753 $3,700 $3,724 $3,749 $4,052 $4,052 $4,052 $4,052 $4,047 $4,047 $3,749 $3,714 $46,692
Summary
Number of Customers
Residential (Inside) 682 682 682 682 682 682 682 682 682 682 682 682 682
Residential (Outside) 0 0 0 0 0 0 0 0 0 0 0 0 0
Commercial (Inside) 252 249 250 251 266 266 266 266 265 265 251 248 258
Commercial (Outside) 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Number of Customers 934 931 932 933 948 948 948 948 947 947 933 930 940
Consumption (gallons)
Residential (Inside) 682 682 682 682 682 682 682 682 682 682 682 682 8,189
Residential (Outside) 0 0 0 0 0 0 0 0 0 0 0 0 0
Commercial (Inside) 0 0 0 0 0 0 0 0 0 0 0 0 0
Commercial (Outside) 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Consumption 682 682 682 682 682 682 682 682 682 682 682 682 8,189
Revenues
Residential (Inside) $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $40,126
Residential (Outside) 0 0 0 0 0 0 0 0 0 0 0 0 0
Commercial (Inside) 3,753 3,700 3,724 3,749 4,052 4,052 4,052 4,052 4,047 4,047 3,749 3,714 46,692
Commercial (Outside) 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Revenues $7,097 $7,043 $7,068 $7,092 $7,396 $7,396 $7,396 $7,396 $7,391 $7,391 $7,092 $7,058 $86,818
Target $86,000
Difference $818
0.95%
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Customer Class

2012 2013 2014 2015 2016

Residential

Commercial
Low Impact - 1 ERU
Moderate Impact - 1 - 5 ERUs
High Impact - >5 ERUs
(calculated as average of 8 ERUS)

$1.50 $2.00 $2.50 $3.00 $3.50

$1.50 $2.00 $2.50 $3.00 $3.50
$7.50 $10.00 $12.50 $15.00 $17.50
$12.00 $16.00 $20.00 $24.00 $28.00

Appendix E - Page 9 of 9







	Final_Leavenworth Final_RR Water 2011_10 19_11_4%_Option5Comm.pdf
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	waterrpr.pdf
	1
	2
	3
	4
	5
	6

	Binder1.pdf
	25
	26
	27
	28
	29


	Final_Leavenworth RR Sewer 2011_09 26 11.pdf
	1
	2
	3
	4
	5
	6
	7
	8
	9
	sewerrpr.pdf
	10
	11


	Final_Leavenworth RR Solid Waste 2011_09 21 11.xls.pdf
	1
	2
	3
	4
	5
	6
	7
	SolidRPR.pdf
	1
	2
	3


	Final_Leavenworth RR Stormwater 2011_9_21_11.pdf
	1
	2
	3
	4
	5
	6
	7

	Final_Leavenworth Final_RR Water 2011_10 19_11_4%_Option5Comm.pdf
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	waterrpr.pdf
	1
	2
	3
	4
	5
	6

	Binder1.pdf
	25
	26
	27
	28
	29





