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The operating budget for the Sewer Fund for fiscal year 2003-2004 is proposed to be
$9,599,700, which is an increase of $368,943 or 4% over fiscal year 2002-2003. The
capital budget is proposed to be $33,793,500, which is a decrease of $1,336,057.

SEWER FUND
PROPOSED BUDGETS
Adopted Proposed Percent
2002-2003 2003-2004 Difference Change
Revenue & other sources
Sewer services fees $14,824,000 | $15,613,160 $ 789,160 5.3%
Interest income 800,000 450,000 (350,000) | (43.8%)
Permits 85,000 85,000 - -
Impact fees 600,000 600,000 - -
Other 807,000 807,000 - -
Bond proceeds 25,000,000 25,000,000 - -
Use of cash reserves 5,078,114 4,577,540 (500,574) (9.9%)
Total revenue & other sources $47,194,114 | $47,132,700 $ (61,414) (0.1%)
Expenses
Salaries, wages & benefits $5,502,235 | $5,675,520 | $ 173,285 3.1%
Materials & supplies 1,343,620 1,320,352 (23,268) (1.7%)
Charges for services 2,384,902 2,603,828 218,926 9.2%
Capital Outlay
Capital improvement 35,129,557 | 33,793,500 | (1,336,057) (3.8%)
Vehicles & equipment 1,308,800 959,500 (349,300) | (26.7%)
Debt Services 1,525,000 2,780,000 1,255,000 82.3%
Total Expenses & Capital $47,194,114 | $47,132,700 | $ (61,414) (0.1%)

POTENTIAL MATTERS AT ISSUE

The major matters reflected in the proposed budgets for the Sewer Fund include:

Sewer rate increase — In June 2000, the City Council adopted a six-year
incremental sewer rate increase to coincide with a six-year capital improvement

plan. Sewer rates were increased 12%:% on January 1, 2001, 9% on July 1, 2001,

9% on July 1, 2002, and 9% on July 1, 2003.
authorized are 9% on July 1, 2004 and 7% July 1, 2005.

Future rate increases already
While the rate

ordinance does not bind future Councils, it makes it necessary for the Council to
take formal action in order for the planned increase not to be implemented.



Revenue impact of conservation — Although a 9% rate increase is in place for fiscal
year 2003-04, sewer fee revenue is projected to increase only about 5% because of
water conservation. Sewer charges are based on winter water usage, which is
projected to decrease as both residential and businesses strive for conservation of
water.

Capital improvement program — The proposed budget includes the continuation of
a $70 million, six year capital improvement program that was approved the
City Council in June 2000. The program includes an upgrade to the waste
water reclamation plant to handle an increase in organic loading. The capital
improvement plan also includes two major sewer trunk lines. A detail listing of
the projects is included in the budget book from the Department. In fiscal year
2000-01, the Council adopted a new sewer rate structure for industrial and
commercial customers that included a waste strength component. The Council
may wish to ask representatives of the Department whether the rate structure has
been successful in reducing the waste strength component.

Bond Issue — The budget proposes issuing $25 million in bonds to upgrade the
existing wastewater treatment plant. This bond issue was originally planned for
the current fiscal year ending June 2003, but was deferred to fiscal year 2003-04
because design plans where not finalized. The Department is uncertain whether
the full $25 million will need to be issued. Later in fiscal year 2003-04 when the
Department prepares a bond briefing document, the Council can have additional
discussions before considering authorization of the bonds. The proposed budget
for fiscal year 2003-04 includes the use of accumulated reserve funds of
$4,577,540 to help finance the capital improvement program.

Reduction in full-time-equivalent positions — The budget includes a reduction of
1.3 FTE positions totaling about $61,000.

General pay increase — The budget assumes a 3% general pay increase. The
Mayor’s proposed salary adjustment, if any, will be included in the Mayor’s
recommended budget that will be presented to the Council on the first Tuesday in
May. Any increases are subject to the Council’s consideration.

Charges for services — The proposed budget includes a 9.2% increase in charges
for services. The largest component of this is a $155,000 increase in payment in
lieu of taxes to the General Fund. The payment-in-lieu-of-taxes formula is based
on prior year net income. Other increases relate to additional cement work,
laboratory testing, power & fuel costs, and data processing services.




Capital Improvement Budget

The proposed budget reflects a capital improvement budget of $33,793,500 for fiscal
year 2003-2004. A detail listing of the projects is included in the budget book from
the Department (included in your packet).

Proposed Capital Improvement Program
Treatment plant $29,180,000
Collection lines 4,101,500
Lift stations 450,000
Maintenance & repair shops 37,000
Site improvements 25,000
Total Capital Improvement Program $33,793,500

Additional Information

BACKGROUND

The Department of Public Utilities has over 48,350 sewer connections. The Sewer
Fund maintains 633 miles of sanitary sewer pipe and connection lines. The
reclamation plant treats an average of 35,000,000 gallons of sanitary sewer per day.
Maintaining the sewer lines and operating the lift stations and reclamation plant is
accomplished with 102 employees. Effective January 1, 2001, sewer fees are based
on discharge strength as well as volume. Approximately 1,700 of the 48,000
accounts are charged an additional fee because they discharge sewage with strengths
greater than domestic or residential sewer flows. This change sets rates so that
residential customers or commercial customers with domestic discharges do not
subsidize customers with greater than domestic strength discharges. This rate
structure encourages businesses to reduce discharge strengths. The average
residential sewer bill in fiscal year 2002-2003 was $102.65 and is estimated to be
$111.89 in fiscal year 2003-2004.

LEGISLATIVE INTENT STATEMENTS

No legislative intent statements are outstanding for the Sewer Fund.

During the briefing on the proposed budget, the Council may wish to identify
legislative intents relating to the Department of Management Services.

During the briefing, the Council may wish to identify potential programs or functions
to be added to the Council’s list for future audits.



