








Table 9-3
CURRENT CAPITAL IMPROVEMENT CHARGES

Water System Assessment Charge ' (monthly)

Individual Residential or Commercial $11.28/lot
Multi-Family $ 7.90/unit

Water Capital Improvement Charge > (prior to hookup)

Size of Service Connection Inside City Fee Outside City Fee
¥4” to 17 $ 1,940 $ 2,328
172" to 27 $ 9,700 $ 11,640
3” $ 19,400 $ 23,280
4 $ 29,100 $ 34,920
5” $ 38,800 $ 46,560
6” and above $ 48,500 $ 58,200

1Used to pay system debt. Excess transferred to Capital Improvement Fund 403
2 Deposited to Fund 403

Projected revenue and disbursements from Capital Improvement Fund 403 are shown in Table 9-5. The
fund balance is projected to increase consistent with system growth. However, the balance is inadequate
for the identified improvements. If the improvements are to be financed entirely by Fund 403, a
significant increase to the assessment and capital improvement charges, prior to completing the
improvements, will be necessary. If the improvements ate financed by loans and/or grants, the increases
would be less and spread over a future period. A discussion on rate increases is presented in the following

section.
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Table 9-4
PROJECTED REVENUE REQUIREMENTS

Year 2002 2003 2004 2005 2006 2007
EXPENSES'
General Operations
Salaries & Other Benefits $ 117,923 $ 123,820 $ 130,011 $ 136,511 $ 143,337 $ 150,503
General Supply 11,356 11,924 12,520 13,146 13,804 14,494
Fuel 1,266 1,330 1,396 1,466 1,539 1,616
Small Tools & Equipment 2,670 2,803 2,944 3,091 3,245 3,408
Vehicle Operations & Supplies 1,906 2,002 2,102 2,207 2,317 2,433
Professional Services 660 693 728 764 803 843
Communications 7,917 8,312 8,728 9,164 9,623 10,104
Travel/Training/Seminars 1,706 1,791 1,881 1,975 2,074 2,177
Advertising 435 456 479 503 528 555
Operating Rentals 13 13 14 15 15 16
Insurance 9,450 9,923 10,419 10,940 11,487 12,061
Utilities 14,894 15,639 16,421 17,242 18,104 19,010
Repair & Maintenance 6,369 6,688 7,022 7,373 7,742 8,129
Water & Sample Testing 837 878 922 969 1,017 1,068
DOH Operating Permit 1,214 1,274 1,338 1,405 1,475 1,549
Excise tax to State 9,999 10,499 11,024 11,576 12,154 12,762
TOTAL GENERAL OPERATIONS EXPENSES 188,616 198,047 207,949 218,347 229,264 240,727

Nonexpenditures
Miscellaneous Refunds - - - - - -

Capital Improvement Program Expenditures

Secure Olney Creek Water Rights 5,000 - - - - -
Correct Well No. 4 Defeciencies - - - - - -
Construct Additional Storage - Phase I(15% PWTF Loan match) - - 83,244 - -
Convert to Automated Meter Reading System - 80,000 - - -
Add pressure relief valves 4,000

Total CIP Expenses 5,000 84,000 83,244 - - -
Capital Improvement Coverage (Fund 403) (5,000) (84,000) (83,244) - - -

Current Annual Debt Payments - Loans/Bonds

Transfer to fund 406 - FMHA Debt # 1 & # 2 11,752 11,752 11,752 11,752 11,752 11,752
Transfer to fund 407 - FmHA Debt # 3 27,812 27,812 27,812 27,812 27,812 27,812
Transfer to fund 408 - SR2 Debt 16,834 16,834 16,834 16,834 16,834 16,834
Phase | Storage(PWTF Loan) 24,843 24,843 24,843
Phase Il Storage(PWTF Loan) 20,061 20,061

Total Outstanding Debt - Loans/Bonds 56,398 56,398 56,398 81,241 101,302 101,302

Operating Cash Reserve? - - - - - _
Emergency/Replacement Reserve? - - - - - _

REVENUE REQUIRED $ 245,014 $ 254,445 $ 264,347 $ 215,588 § 330,566 $ 342,030

Projected Service Connections 219 228 237 247 257 267
REVENUE REQUIRED PER CONNECTION 1,117 1,115 1,114 873 1,288 1,281
MONTHLY REVENUE REQUIRED PER CONNECTION 93 93 93 73 107 107

'Expenses projected to increase annually at 5%. Year 2001 expenses extrapolated from 10/31 budget report.
2Sepa\rate operating and emergency reserve funds are not maintained.

Rev. 9/26/02 9-

o



Table 9-5
FUND 403 WATER CAPITAL IMPROVEMENTS
PROJECTED REVENUES

2001 2002 2003
Beginning Balance 78,311
Annual Capital Improvement Chargesl $15,981 $16,461 $16,955
Annual Assessment Revenue 97,183 97,183 97,183
Annual Debt Payments - Loans/Bonds
Transfer to fund 406 - FmHA Debt # 1 & # 2 11,752 11,752 11,752
Transfer to fund 407 - FmHA Debt # 3 27,812 27,812 27,812
Transfer to fund 408 - SR2 Debt 16,834 16,834 16,834
Total Outstanding Debt - Loans/Bonds $56,398 56,398 56,398
Transfer to fund 403 - Excess Assessments & $56,766 $57,246 $57,740
Cap. Imp. Fees
Estimate of annual Fund 403 expenditures 15,000 15,450 15,914
Fund 403 Net Increase $41,766 41,796 41,826
Estimated Fund 403 Cumulative Balance before 120,077 161,873 203,700
improvements
Estimated Draws for Capital Improvements
Secure Olney Creek Water Rights $- 5,000 -
Correct Well No. 4 Deficiencies 15,000 - -
Drill New Well (PWTF Loan Match @ 15%) 68,400
Convert to Automated Meter Reading System
Construct Additional Storage - Phase I
Watermain Replacements & Upgrades- Priority A -
(PWTF Loan Match @ 15%)
Estimated Fund 403 Cumulative Balance after $105,077 156,873 135,300
improvements
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9.3 PROPOSED RATE STRUCTURES

As described in the projected revenue analysis, a rate structure that will generate a minimum of $292 of
revenue per connection is needed to cover the 2002 operation expenses. This can be achieved by a
minimum 15% increase to the usage rates. Increasing the usage rates by 15% would reduce the need for
future increases until approximately the year 2005 given the projections are accurate. Table 9 - 6 reflects a

15% increase to the usage rates.

Adjustments to the water assessment and capital improvement fees should also be considered. Two

options are available.

Option 1) Increase the water assessment and capital improvement charges by 100% to allow

capital improvements to be funded entirely from reserves (Fund 403).

Option 2)  Increase the water assessment and capital improvement charges by 10% and use Fund
403 to fund part of the capital improvements. The balance of the improvement costs would be
financed through loans and/or grants paid back by future water assessments and capital

improvement charges.

Given that public works funding programs have very low interest rates and Gold Bar would be eligible for
most programs, it is assumed that Option 2 will be the preferred means for financing improvements.
Option 2 would have the least impact on customer rates and would allow the costs to be shared by future

growth. The projected operating budget will be prepared using Option 2.

9.4 WATER SYSTEM FEES

In addition to the usage and capital improvement rates, the city charges fees for department services.
These fees are set to cover the direct expense of providing the service. The current fee schedule is shown
in Table 9-7. Revenue generated by these fees is small in comparison to customer usage revenue.

Increasing these fees should be done only if the associated service costs are not being covered.
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Table 9-6
PROPOSED RATE SCHEDULE

Residential & Multi-Family Monthly Base Rates
Recommended Rate
Meter Size Base Quantity, Inside City Outside City YlIncrease
gal Limits Limits Inside City Outside City
3/4 to 1inch 7,500] $ 20.87 $ 26.57 15% 15%
11/2 to 2inch 30,000( § 83.49 $ 106.26 15% 15%
3inch 100,000( § 278.30 $ 354.20 15% 15%
4 inch & above 250,000] $ 695.75 $ 885.50 15% 15%
Residential & Multi-Family Overage Rates
Gallons Over Inside City Outside City
Base Quantity $/gal $/gal
0 to 50,000 $ 0.0028526 $ 0.0036306 15% 15%
50,001 to 100,000 $ 0.0031378 $ 0.0039936 15% 15%
100,001 to 500,000 $ 0.0034515 $ 0.0043929 15% 15%
500,001 plus $ 0.0037966 § 0.0048321 15% 15%
Commercial & Industrial Base Rates
Base Quantity Inside City Outside City
gal Limits Limits
3/4 to 1inch 7,500] $ 22.77 $ 28.46 15% 15%
11/2 to 2inch 30,000( § 91.43 $ 113.85 15% 15%
3inch 100,000( § 303.60 $ 379.50 15% 15%
4 inch & above 250,000] $ 759.00 $ 948.75 15% 15%
Commercial & Industrial Overage Rates
Gallons Over Inside City Outside City
Base Quantity $/gal $/gal
0 to 50,000 $ 0.0031119 $ 0.0038899 15% 15%
50,001 to 100,000 $ 0.0034231 $ 0.0042788 15% 15%
100,001 to 500,000 $ 0.0037653 $ 0.0047066 15% 15%
500,001 plus $ 0.0041418 $ 0.0051772 15% 15%
Emergency Reserves (New Charge) - $2.00/month
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Table 9-7

CURRENT WATER FEES
WATER SERVICE CONNECTION FEE
Size of Meter Short Side of Street Long Side of Street

5/8 x ¥ $ 1,250 $ 1,750
17 $ 1,350 $ 1,850

12 $ 1,500 $ 2,000

27 $ 2,000 $ 2,800

37 $ 3,000 $ 3,500

WATER SYSTEM FEES

Water Service Application Fees

Water availability letter $ 15
Individual Residential Service $ 50
Application for Temporary Construction Service $ 250

Water Turn-Off and Turn-On Charges

Water turn off/on fee (non-payment account) $ 35

Water turn off/on fee (customer request/charged after 48 hrs.) $ 35

Water turn off/on fee (after 5 p.m. & weekends) $ 50
Late Charges

Penalty for Late/Delinquent Chatge $ 5

Interest on Late Charge * Note

*Note: 10% of unpaid balance or what is authorized under state law

Lien Filing Charge $ 25
Water system Assessment charge (monthly rate)

Individual Residential or Commercial $11.28/lot

Multi-Family $ 7.90/unit
Miscellaneous Water Fees

Charge for City Staff Time (one hour minimum) $ 47/hr.

Special Use of Water * Note

*Note: Rate is 0.00420 per gallon plus a daily permit fee of $25.00 for connection usage.
Handling of Recovery Contracts (% of payment amount) | 6%

*Note: Limited to collection of assessments. Costs of preparing contract, including public hearing, shall be
negotiated as term of recovery contract.

WATER CAPITAL IMPROVEMENT FEE (PRIOR TO WATER HOOKUP)

Size of Service Connection Inside City Fee Outside City Fee

¥ to 17 $ 1,940 $ 2,328

1%2” to 27 $ 9,700 $ 11,640

3”7 $ 19,400 $ 23,280

47 $ 29,100 $ 34,920

57 $ 38,800 $ 46,560

6” and above $ 48,500 $ 58,200

9-9

Rev. 9/26/02




9.5 FUNDING SCENARIO

Under the assumption Gold Bar will pursue outside financing for capital improvements, the following

summary of possible funding sources is presented.

Public Works Trust Fund — Construction Loan Program
Agency — Washington Public Works Board
Eligibility — Cities, counties, special purpose districts.
Terms — Interest rate on sliding scale
15% match — 0.5%
10% match — 1%
5% match — 2%
20 year payback
Drinking Water State Revolving Fund — Loan
Agencies — Washington Public Works Board and Department of Health
Eligibility — Water system improvements necessitated by the Safe Drinking Water ~ Act.

Terms — 2.5% interest (1.5% for economically counties or disadvantaged communities), 20
year maximum payback.

USDA Rural Development — Loans and Grants
Agency — U.s. Department of Agriculture
Eligibility — Local governments and utility districts

Terms — Interest rate, 4.5% minimum, 5.0% maximum, dependent on service area income.

40-year maximum payback grant funding dependent on health threat and household
income.

Community Development Block Grant — Grants
Agency — Washington Office of Community Development

Eligibility — Cities with populations less than 50,000. Projects must principally benefit low-
moderate income persons.

Terms — Grants not to exceed $750,000 or $10,000 per benefiting home.
The Gold Bar improvements would be strong candidates for the Public Works trust fund loan or the

Drinking water State Revolving Fund loan. Both the USDA and Community Development Block Grant

programs are very competitive and place more restrictions on eligibility.
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For the purpose of developing a six-year operating budget, the Public Works Trust Fund Loan will be the
assumed funding source with a 15% match provided via Fund 403. It is understood that future

circumstances may make another funding program preferable.

9.6 RESERVE ACCOUNTS

Reserve accounts are necessary to protect water systems from unforeseen financial crises. The
following reserve accounts are generally accepted. Explanations of the purpose and suitability for Gold

Bar are given.

Operating Cash Reserve - An operating cash reserve protects a system from cash flow problems.
There can be a significant length of time between when a system provides a service and when the
customer pays for that service. A 45-day difference is the accepted industry norm. Because of this delay
in payment most systems attempt to keep at least 1/8 of their annual operations, maintenance and
administrative expenses in an Operating Cash Reserve. As the City of Gold Bar utilizes its general fund as

an operating reserve, a new operating reserve is not necessary.

Emergency Reserve - A funded emergency reserve allows for emergency replacement of a major
capital facility, which may be a well, a source of supply, key transmission lines, or the largest piece of
pumping equipment. Gold Bar’s most vulnerable facilities are the source wells. The emergency reserve
should cover the costs of drilling a new well and installing a new well pump. In 2002, this cost would be
on the order of $200,000. Establishing an emergency reserve charge of $2.00/month per connection

should be considered.

Replacement Reserve - A replacement reserve is intended to offset the cost of replacing part of
or an entire system. It is generally recommended that a system start a replacement reserve by setting aside
one-twentieth (1/20) of the total system replacement cost on an annual basis. The replacement cost of the
Gold Bar system is estimated at $3,000,000. A one-twentieth annual reserve payment would be $150,000.
An annual reserve payment of this size is not realistic under the current financing structure. Gold Bar will
focus on establishing an emergency reserve first. Establishing a replacement reserve will be a goal for five

to ten years in the future.
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9.7 OPERATING BUDGET

The rate structure recommended in Table 9-6, when applied to the growth projections of Chapter
2, gives projected revenues. Including the expenses of Table 9-4 and recommended reserve payments

allows an operating budget to be developed. Table 9-8 summarizes the budget.
9.8  FINANCIAL VIABILITY TEST

The Department of Health requires public water systems to assess their ability to meet the total costs of
developing, constructing, operating, and maintaining water service in compliance with federal, state, and
local requirements. The financial viability test (FVT) is the method recommended by the DOH to

complete this assessment.

Four separate tests comprise the FVT. The first three determine if the system has an adequate operating
budget, operating cash reserve and capital cash reserve. The fourth test determines how high the system
rates are relative to the service area’s median household income (MHHI). The DOH provides guidelines
for completing an FVT. This is the first FVT for the Gold Bar system and some assumptions were

necessary. The results of each test are summarized below.

Operating Budget - Test 1

The operating budget test compares system revenues to expenses for the next six years. Projected
increases in number of service connections, demand on sources, and operating expenses are
included to determine if the current rate structure is adequate. The six year projected budget,
Table 9-8, must show revenues in excess of expenses to pass the test. If not, the rate structure
should be evaluated and increased. As shown in Table 9-8, revenues are expected to exceed
expenses except during the year 2002. Revenues during 2002 are based on the proposed rate

structure. The proposed operating budget in Table 9-8 meets the conditions of Test 1.
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Table 9-8
OPERATING BUDGET
Funds 401 and 403

Fund 401 - Water Operations Fund

Year 2001 2002 2003 2004 2005 2006 2007
Service Connections 211 219 228 237 247 257 267
REVENUES
Startup Interlocal Revenue $ 1,480 $ 1,776 $ 1,776 $ 1,776 $ 1,776 $ 1,776 $ 1,776
Water Sales & Reciepts’ 164,552 197,243 205,133 213,338 221,872 230,746 239,976
Late Charges 5,911 6,325 6,768 7,241 7,748 8,290 8,871
Investment Interest 8,890 - - - - - -
Assessment Revenue 97,182 34,180 35,547 36,969 38,448 39,986 41,585
Misc. Revenue 1,352 1,393 1,434 1,477 1,522 1,567 1,614
TOTAL REVENUES $ 279,367 $ 240,916 $ 250,658 $ 260,802 $ 271,365 §$ 282,366 $ 293,823
EXPENSES
General Operations?
Salaries & Other Benefits $ 112,308 $ 117,923 $ 123,820 $ 130,011 $ 136,511 $ 143,337 $ 150,503
General Supply 10,816 11,356 11,924 12,520 13,146 13,804 14,494
Fuel 1,206 1,266 1,330 1,396 1,466 1,539 1,616
Small Tools & Equipment 2,543 2,670 2,803 2,944 3,091 3,245 3,408
Vehicle Operations & Supplies 1,816 1,906 2,002 2,102 2,207 2,317 2,433
Professional Services 629 660 693 728 764 803 843
Communications 7,540 7,917 8,312 8,728 9,164 9,623 10,104
Travel/Training/Seminars 1,625 1,706 1,791 1,881 1,975 2,074 2,177
Advertising 414 435 456 479 503 528 555
Operating Rentals 12 13 13 14 15 15 16
Insurance 9,000 9,450 9,923 10,419 10,940 11,487 12,061
Utilities 14,185 14,894 15,639 16,421 17,242 18,104 19,010
Repair & Maintenance 6,066 6,369 6,688 7,022 7,373 7,742 8,129
Water & Sample Testing 797 837 878 922 969 1,017 1,068
DOH Operating Permit 1,156 1,214 1,274 1,338 1,405 1,475 1,549
Excise tax to State 9,523 9,999 10,499 11,024 11,576 12,154 12,762
Total General Operations Expenses 179,634 188,616 198,047 207,949 218,347 229,264 240,727
Nonexpenditures
Miscellaneous Refunds (143) - - - - - -
Fund Transfers & Debt Payments
Transfer to fund 403 - FMHA Debt # 1 & # 2 11,752 11,752 11,752 11,752 11,752 11,752 11,752
Transfer to fund 403 - FmHA Debt # 3 27,812 27,812 27,812 27,812 27,812 27,812 27,812
Transfer to fund 408 - SR2 Debt 16,834 16,834 16,834 16,834 16,834 16,834 16,834
PWTF Loan - Additional Storage - Phase | 24,843 24,843 24,843
PWTF Loan - Additional Storage - Phase Il 20,061 20,061
Transfer to fund 403 - Excess Assessments 40,784 (22,218) (20,851) (19,429) (42,794) (61,317) (59,717)
Total Fund Transfers & Debt Payments 97,182 34,180 35,547 36,969 38,448 39,986 41,585
TOTAL EXPENSES 276,673 222,796 233,594 244,918 256,795 269,250 282,312
Emergency Reserve®
Minimum Balance (Cost of New Well) 200,000 200,000 200,000 200,000 200,000 200,000 200,000
Annual Installment - 5,267 5,477 5,696 5,924 6,161 6,408
Running Balance (Not including interest accrued) - 5,267 10,744 16,440 22,364 28,525 34,933
Total Revenue Required _$ 276,673 $ 228,063 $ 239,071 $ 250,615 $ 262,719 $ 275411 $ 288,720
FUND 401 BUDGET SURPLUS (DEFICIT) $ 2,694 $ 12,854 $ 11,586 $ 10,187 $ 8,647 $ 6,955 §$ 5,103
Fund 403 - Water Capital Improvement Fund
Beginning Balance 78,311 49,661 31,070 101,539 171,315 175,443 72,297
Excess assessment revenue 41,766 41,796 41,826 41,857 17,046 (2,982) (2,947)
Capital Improvement Charges 15,981 16,461 16,955 17,463 17,987 18,527 19,083
Expenditures (15,000) (15,450) (15,914) (16,391) (16,883) (17,389) (17,911)
Estimated Draws for Capital Improvements
Secure Olney Creek Water Rights $ - (5,000)
Correct Well No. 4 Defeciencies (15,000)
Construct Additional Storage - Phase | (PWTF 15% match) 83,244
Construct Additional Storage - Phase Il (PWTF 15% match) 67,218
Convert to Automated Meter Reading System 80,000
Add pressure relief valves 4,000
Transfer to fund 406 - FMHA Debt # 1 & # 2 (11,752) (11,752) (11,752) (11,752) (11,752) (11,752) (11,752)
Transfer to fund 407 - FmHA Debt # 3 (27,812) (27,812) (27,812) (27,812) (27,812) (27,812) (27,812)
Transfer to fund 408 - SR2 Debt (16,834) (16,834) (16,834) (16,834) (16,834) (16,834) (16,834)
Phase | Storage(PWTF Loan Payment) (24,843) (24,843) (24,843)
Phase Il Storage(PWTF Loan Payment) (20,061) (20,061)
FUND 403 CUMULATIVE BALANCE AFTER IMPROVEMENTS $ 49,661 $ 31,070 $ 101,539 $ 171,315 $ 175443 $ 72,297 $ (30,781)

Footnotes to Table 9-6:
"Water sales and receipts projected at $279 per connection for 2002 and beyond. Includes emergency reserve deposit at $2.00 per connection
2All expenses based on 2000 and 2001 records and assumed to increase annually at 5%
3Assumes establishment of emergency reserve charge at $2.00/ month per connection

Annual Median Household Income $ 49,100
Projected Annual Residential Bill $ 418
% of MHHI 0.85
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9.9

Operating Cash Reserve - Test 2

The City utilizes its general reserve as an operating cash reserve. This meets the conditions of Test

2.

Emergency/Reserve - Test 3

The well sources are the most vulnerable component in the system with contaminated well sources
being the most critical emergency. Current estimates for drilling and connecting a new well are
approximately $200,000. A passing test would require a capital cash reserve equal to this amount.

It will take several years for the City to create an adequate emergency reserve. Until then, Test 3

fails.

Household Income Index - Test 4

The final test is a comparison of the system water rates to the service area median household
income. It is generally advised that the cost of water service to a household should not exceed
1.5% of the household income. A service cost in excess of 1.5% indicates that water rates are

relatively high and that any increases in revenue should not be derived from user rates.

The Median Household Income (MHHI) for Gold Bar in 1997 was $42,358'. Assuming
household income has and will continue to grow at an annual rate of 3%, the 2002 MHHI would
be approximately $49,100. The rate schedule proposed and used to develop the operating budget
projects an annual cost of service of approximately $400, which is 0.8% of the MHHI. Test 4 is

passed.

SUMMARY

The initial FVT for Gold bar is based on estimated revenues and expenses. Revisions to the budget and

the scheduled improvements may be necessary due to funding availability or customer response to rate

increases. Passing the FVT is not an indication of solvency, especially in this case where the budget is

preliminary. The FVT does serve as a guide for checking the financial status of the system.

Rev. 9/26/02



The following summary of Wells 2 and 3 is reprinted from “Wellhead Protection Study, Production
Wells No. 1, 2 and 3, Gold Bar, Washington” prepared by GeoEngineers, October 1997.

Production Well No. 2

Production Well No. 2 was drilled and installed in July 1970 using drilling equipment owned
by Story-Armstrong. The boring was drilled to a total depth of 361 feet below ground
surface. Steel 8-inch-diameter casing was installed to a depth of 350 feet in the boring. The
steel casing was perforated between depths of 13 feet and 18 feet. The well drillers log of
the boring indicates that a clay surface seal was installed around the upper 6 feet of the 10-

inch diameter steel casing.

Static water level in the boring was measured at approximately 9.7 feet below grade on July
2, 1970 by the well driller. PW-2 was reported by the driller to be capable of producing
approximately 110 gpm with approximately 4.8 feet of drawdown after 4 hours of pumping.
A copy of the Water Well Report completed by the well driller for PW-2 is presented in
Figure 4.

Production Well No. 3

Information provided by Mr. Dave Schmidt of the City indicates that PW-3 was drilled in
the early to mid 1970’s to a total depth of approximately 25 feet below existing grade. The
well is completed at the surface as a 10-inch-diameter steel casing. It is likely that PW-3 is
completed in a manner similar to PW-1. The depth to static water level in PW-3 was
approximately 10.4 feet on August 7, 1997. No Water Well Report for this well could be
found in Ecology’s files.
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