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Introduction

Economic and Engineering Services, Inc. was retained by the City of SeaTac (City)
to conduct a comprehensive surface water management rate study. The need for
this study is based in part upon an interlocal agreement between the City and Port
of Seattle (Port) to evaluate the surface water rates charged by the City to the Port.
However, more importantly, this study should review the overall financial needs of
the surface water utility, and develop rates that are adequate to meet those needs.

Findings and Conclusions of the Study

To evaluate the adequacy of existing rates, a comprehensive rate study was
developed separately for the surface water utility. A comprehensive surface water
rate study is composed of three interrelated analyses. They are revenue
requirements, cost of service and rate design. Each of these analyses are discussed
below:

s Revenue Requirements - Reviews the various sources and applications of funds
for the utility. The revenue requirement analysis provides the City with a
financial plan for a specified time horizon. This financial plan will reflect proper
levels of funding for operation and maintenance activities, as well as capital
expenditure needs and determines the overall level of adjustment required to
rates

e Cost of Service - Allocates the revenue requirements to the City’s customer
classes in a fair and equitable manner. A key goal or objective within the cost of
service study is to determine if cost differences appear to exist between the
various customer classes of service (e.g. residential, mobile homes, light, etc.)
and whether the classes of service are paying their fair share of the costs.

e Rate Design - Determines how the necessary revenues will be collected from
the City’s customer classes. EES will provide a review of the current rates and
the proposed rate structures.

The three analyses above required a great deal of time and effort to conduct the
study. In summary form, the following conclusions were reached for each of these
analyses.

Revenue Requirements — The revenue requirements of the surface water utility
were reviewed for the period of CY 1998 — CY 2002. Provided below in Table ES-1
is a summary of the revenue requirements.

Executive Summary ES-1



Tabie ES-1
Summary of City’s Projected Surface Water Utility Revenue Requiremenis

(5000)
CY CY CY CYy CY
1998 1999 2000 2001 2002
Sources of Funds
Present Rate Revenues $1,206 $1,225 $1,234 $1,250 $1,275
Mise. Revenues 172 154 123 103 104
Total Scurces of Funds $1,378 $1,379 $1,357 $1,353 $1,379
Applications of Funds
SWM Admin. (O&M) $709 $746 $782 $820 $860
Transfer Payments 161 161 161 161 161
Net Debt Service 403 394 467 618 616
Capital Projects Funded From 100 100 200 230 230
Rates
Total Application of Funds $1,373 $1,401 $1,551 $1,829 $1,867
Balance/{Deficiency) of Funds $5 (3522) ($193) ($476) ($489)
% Balance/(Deficiency) of Funds 0.4% {1.8%) (15.7%) (38.1%) (38.53%)

The deficiencies noted in Table ES-1 are for a single year, and assume no rate
adjustments in the prior years. The revenue requirement needs in each year is
compared to the present rate revenue levels for the utility. Table ES-1 indicates
that the surface water utility will be slightly deficient in CY 1999, and will become
progressively more deficient over time. By CY 2001, absent any rate adjustments
up to that point in time, the utility will need to adjust overall present rates by
approximately 38%.

It was our recommendation to adjust the City's surface water rates by 38% at this
time. QOur recommendation is based upon a variety of reasons that are outlined in
the main text. While the percentage impact is significant, the monetary impact of
this change would be $1.90/month or $22.80/year to the City’s residential
customers.

Cost of Service — The cost of service reviewed the equitable allocation of the
revenue requirements to the various customer classes of service. The cost of service
utilized a generally accepted approach to allocating costs.

Numerous scenarios were developed that reviewed the impact of providing a credit
to the Port of Seattle for their Industrial Waste System (IWS) area. The
stormwater run-off in this area is collected and sent to a wastewater treatment
facility where it is directly discharged into Puget Sound. From these sensitivity
analyses, the City could determine the impact of providing various levels of credits
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for this area. The Port of Seattle is of the opinion that they should receive a 160%
credit for the IWS area since the run-off has no impact upon SeaTac and its local
streams.

In summary, it was concluded from the results of the cost of service that the rates
charged by class of service are generally cost-based. The cost of service study did
not contain sufficient cost detail to allow for consideration of water quality issues.
Therefore, while the cost of service indicates that the more impervious customers
are being slightly overcharged, EES concluded that the inability to fairly assign
water quality costs would have balanced out the deficiencies for the more
impervious customers.

Rate Design - The present rates for the City are based upon parcels, units or
acreage, depending upon the specific class of service. Based upon the results of the
revenue requirements and cost of service, the following surface water rates were
proposed for the City.

Table ES-2
Summary of the Present and Proposed Surface Water Rates

Present Proposed %
Annual Rate Annual Rate $ Change Change
Residential $60.00/parcel $82.80/parcel $22.80/parcel 38.0%
Mobile Homes 60.00/unit 62.10/unit 2.10/unit 3.5%
Very Light 60.00/parcel 49.50/acre - 38.0%
Light 122.11/acre 168.50/acre 46.39%acre 38.0%
Moderate 252.95acre 349.00/acre 96.05/acre 38.0%
Moderately Heavy 438.45/acre 674.00/acre 185.55/acre 38.0%
Heavy 619.29/acre 855.00/acre 235.7/acre 38.0%
Very Heavy 811.17/acre 1,120.00/acre 308.83/acre 38.0%
Port —IWS [1} 252.95/acre 349.00/acre 96.05/acre 38.0%
Port — All Other [1] 252.95/acre 349.00/acre 96.05/acre 38.0%

Port — 3" Runway f2] [2] - —%

[1] — Rate is not intended to be a separate and distinct rate for the Port. Rather, it is based
upon the corresponding retail rate for Moderate
[2] — Multiple properties billed at the various corresponding retail rates

The rate for Mobile Homes was adjusted to better reflect the issue of lot size when
compared to residential.

A comparison between the proposed rates and the current King County SWM fees
was developed. Provided below in Table ES-3 is this comparison.
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Table ES-3
Comparison Between the City's Proposed Annual Rates
and King County’s Current SWM Rates

Proposed Present 3

City Rate King County Rate Difference
Residential $82.80/parcel $85.02/parcel $2.22/parcel
Mobile Homes 62.10/unit 85.02/unit 22 92/unit
Very Light 49.50/acre 85.02/parcel .
Light 168.50/acre 198.40/acre 29.90/acre
Moderate 349.00acre 410.98/acre 61.98/acre
Moderately Haavy 674.00/acre 793.60/acre 119.60/acre
Heavy 855.00/acre 1,006.16/acre 151.16/acre
Very Heavy 1,120.00/acre 1,317.94/acre 197.94/acre
Port — TWS 349.00/acre 410.98/acre 61.98/acre
Port — All Other 349.00/acre 410.98/acre 61.98/acre
Port — 3™ Runway (1] 1) S

{1] — Multiple properties billed at the various corresponding retail rates

Based upon the above comparison, the proposed rates for the City are competitive
with King County’s SWM rates.

Qther Rate issues — A number of other rate issues were reviewed as a part of this
study. Provided below is a brief summary of the issues and our recommendations.

Credits for Retention/Detention Facilities - At the present time, the City
provides a 256% discount for qualifying customers in the “Residential”, “Very
Light” and “Light” categories. Under the City’s current rate ordinance, all
other rate categories are not eligible for credits for retention/detention
facilities. The issue was raised as to the appropriateness of expanding
credits to all classes of service and the most equitable method to provide
those credits to qualifying customers. King County currently uses a one-step
reduction in their approach for qualifying retention or detention facilities.
The equitability of this approach, across all customer classes of service was
raised. In reviewing the issue, there is a certain inequity to the level of the
discount provided. Therefore, EES recommended a flat 25% discount for
qualifying retention/detention facilities. However, we noted that the ability
of the City to provide this credit is predicated upon King County’s billing
system capabilities. If King County is unable to provide a uniform
percentage credit, then as one-step discount should be considered for those
qualifying customers.

Maintenance of Customer Qwned Facilities - Customers are required to
maintain their stormwater facilities in order to receive a rate credit. A
concern is to assure that customers do actually maintain their facilities. One

Executive Summary ES-4



approach to resolving this problem is to have the City provide the
maintenance, in lieu of a rate credit. The property owner would still have the
choice of either maintaining it themselves and receiving a credit, or having
the City maintain the facility and not receive a credit. The only concern of
EES was the level of participation in this option, and whether the crediting
method would fairly compensate the City for the level of effort. Alternatively,
we suggested providing these same services on a fee basis and allowing the
customer to earn a credit.

Discounts for School Education Programs — School districts are provided
a credit on their SWM fees based upon the provision of educational programs.
The credit is applied to all school district property and not to classroom
buildings. The policy issue is whether the credit should be applied to all
school district property or to classroom buildings (property) only. Our
opinion is the City should maintain the existing approach.

Each of these issues can be addressed now or at a later date since they are not a
major revenue issue for the City.

Credits to the Port of Seattle — A major focus of this study was the review of the
credits provided to the Port of Seattle for the stormwater facilities that they own
and operate. This issue is primarily related to the Port of Seattle’s Industrial
Waste System (IWS) area. This is the area that surrounds the airport terminals
and collects all stormwater and sends it to a wastewater treatment facility for direct
discharge into Puget Sound.

Over the years, the Port of Seattle and the City of SeaTac have effectively worked
together on a variety of issues, including surface water issues. In this particular
case, it appears that neither party disputes that the IWS stormwater is collected,
treated and discharged directly into Puget Sound. Given this situation, the Port of
Seattle believes that they should not be charged for this area. That is to say, the
Port believes it should be provided with a 100% credit. The Port’s viewpoint is that
there is 0% contribution to stormwater runoff from the IWS area that impacts the
City of SeaTac. Therefore, if costs are to follow benefits, then a 100% credit should
be applied to those parcels.

In reviewing this issue, EES considered a number of issues and perspectives. A
major consideration in our thinking was the current billing approach used for the
Port by the City. Table ES-4 compares the current billing approach to the actual
impervious surface billing approach.
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Table ES-4
Comparison of Actual Biliing Approach to Impervious Area Approach

% Total Billing Total $
Billing Approach Impervigus Acres Rate Bill Difference
Present Billing Approach -
IWS Area 370 $252.95 393,600
All Other Area 1,460 1 $252.95 369,125
Total $462,725
Based On Actual
Impervious Area -
IWS Area 91.1% 370 $811.17 $300,{30
All Other Area 24.3% 1,460 11 $252.95 369,125
Total $669,255
Total Difference $206.330

{13 ~ For purposes of simplification, acreage adjusted to tie to the Port’s actual revenues for the parcels.

As can be seen in Table ES-4, it appears that the Port of Seattle is provided a credit
on the IWS area of approximately $206,000 per year. Given this finding the issue
at this point is the level of the credit.

In our opinion, credits for the Port of Seattle must consider both the direct and
indirect costs and benefits. While the Port of Seattle makes a strong and
compelling argument that the IWS area does not create stormwater run-off for the
City of SeaTac, it also ignores a critical perspective. That is, the Port of Seattle
creates a significant level of costs and infrastructure for the City of SeaTac that
would otherwise not be needed or incurred if the airport were located elsewhere.
Therefore, we conclude that the IWS area indirectly benefits from the surface water
management activities that surround the entire Port property.

We are also of the opinion that this is a very unique situation, and as a result can
not be viewed as a simple “stand-alone” parcel or property with no (zero) impact to
the surrounding community and surface water program. Rather, the airport and
IWS area create significant program and operational costs that they should at least
have some recognition and sharing of the costs (burden). In our opinion, to not do so
would mean that all other customers would be subsidizing the Port of Seattle at
some level. In reviewing the cost of service study, the impact of providing any
additional credit to the Port was an increase in rates to all other customers.

In reviewing the history of the rates, it is our understanding that some form of an
agreement and crediting mechanism was reached between the Port and King
County, prior to the City taking over the utility. We have been unable to locate any
documents or individuals that can firmly document that agreement or meetings
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with the Port. However, based upon the current City billing approach (which
continued from the King County approach), we can only conclude that the Port of
Seattle agreed to some form of a crediting mechanism in the past. Otherwise, it
could be argued that the City has grossly under-billed the Port for the IWS area for
a number of years.

In reviewing the various documents related to the provision of credits for
stormwater facilities, in our opinion, there is no requirement that a 100% credit be
given for facilities. The crediting of facilities, if any, is a policy decision of the City
Council. As such, it is similar to the setting of all rates by municipal utilities. In
that process, the City has wide latitude in the way in which their rates can be set.

At its most simplistic level, the Port of Seattle is disputing $93,600 in annual
charges. TFor the Port of Seattle, this is a minor amount of cost, compared to their
overall annual budget. However, more importantly to the Port of Seattle, it is the
principle of the matter. From the City’s perspective, $93,600 is a major revenue
source for a $1.2 million utility. The City also believes that the Port must share
cost responsibility for both the direct and indirect cost impacts to the surface water
management utility.

There is no dispute that the Port undertakes significant activities related to surface
water management and incurs significant costs to do so. However, based upon the
analysis undertaken, we conclude that the current method of charging the Port of
Seattle for the IWS area is within the “bounds of reasonableness.”

Having reached the above conclusion, we also believe that the Port of Seattle and
the City must work together to resolve this issue in an amenable manner. A strong
and effective relationship between the Port and the City is much more valuable
than the disputed amount for surface water management.

Summary

This Executive Summary has provided a brief overview of the findings, conciusions
and recommendations that were developed as a part of the City of SeaTac’s surface
water management rate study. The findings, conclusions and recommendations are
based upon generally accepted rate setting techniques.
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Section 1

1.1  Introduction

Economic and Engineering Services, Inc. (EES) was retained by the City of SeaTac
(City} to conduct a comprehensive surface water management rate study. The need
for this study is based in part upon an interlocal agreement between the City and
Port of Seattle (Port) to evaluate the surface water rates charged by the City to the
Port. However, more importantly, this study should review the overall financial
needs of the surface water utility, and develop rates that are adequate to meet those
needs.

1.2 Overview of the Study

To evaluate the adequacy and fairness of the City’s existing surface water rates, a
comprehensive surface water rate study was developed. A comprehensive surface
water rate study is composed of three interrelated analyses. These interrelated
analyses are revenue requirements, cost of service and rate design. Each of these
analyses are described in more detail below:

» Revenue Requirements - Reviews the various sources and applications of funds
for the City’s surface water utility. The revenue requirement analysis provides
the City with a financial plan for a specified time horizon. This financial plan
will reflect proper levels of funding for operation and maintenance activities, as
well as capital expenditure needs and determines the overall level of adjustment
required to rates

e Cost of Service - Allocates the revenue requirements to the City’s customer
classes in a fair and equitable manner. A key goal or objective within the cost of
service study is to determine if cost differences appear to exist between the
various customer classes of service (e.g. residential, mobile homes, light, etec.)
and whether the classes of service are paying their fair share of the costs.

¢ Rafe Design - Determines how the necessary revenues will be collected from
the City’s customer classes. EES will provide a review of the current rates and
the proposed rate structures.

From this analytical framework, each of the key issues associated with this study
can be reviewed and recommendations developed.
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1.3 Organization of the Report

This report has been organized in a manner similar to the actual analyses
conducted for the City. Section 2 provides a brief generic discussion of the generally
accepted methodologies used to set rates. This section of the report provides the
reader with a basic understanding of the rate setting process. Section 3 reviews the
revenue requirements developed for the surface water utility. This section
determines the overall revenue needs of the utility. Next, Section 4 reviews the cost
of service analysis conducted for the utility. Section 5 discusses the development of
rate designs for possible adoption by the City Council. In addition, this section
reviews a number of miscellaneous rate issues, including a review of the Port of
Seattle’s rates and charges. Finally, Section 6 discusses the Rate Advisory
Committee that was assembled to review the various issues associated with this
study. At the conclusion of this report is a set of technical appendices that includes
the workpapers associated with this study.

1.4 Summary

This section of the report has provided an overview of the report and its
organization. The next section of the report will provide a generic overview of the
rate setting process.
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Section 2

2.1  Introduction

In developing and establishing rates for surface water utilities, there are generally
accepted principles or guidelines around which these types of rates should be set.
The purpose of this section of the report is to provide a brief overview of these
principles or guidelines for setting rates. This should provide the reader with a
better understanding of the general process that is detailed later in this report.

2.2 Global Principles Around Which Rates Should Be Set

When determining rates, there should be a general set of principles around which
rates should ultimately be set. These guiding principles may be items such as
setting rates that are cost-based, etc. These types of principles may be referred to
as “global principles” since they should be wutilized by all utilities in the
development of their rates.

Provided below is a brief listing of the global principles that the City reviewed and
considered in setting their surface water rates:

e Rates should be cost-based and equitable, and set at a level that meets the full
revenue requirements of the utility.
¢ Rates should be easy to understand and administer.

e Rates and the process of allocating costs should conform to generally accepted
rate setting techniques.

e Rates should be stable, in their ability to provide adequate revenues to meet the
utility’s financial, operation and regulatory requirements and in the customer’s
perception of the level of rates.

These guiding principles were utilized within this study to help develop the City’s
surface water rates.

2.3 Overview of the Rate Setting Process

The objective of a comprehensive surface water rate study is to determine the
overall adequacy of the existing surface water rates, along with the fairness and
equity of those rates. In order to accomplish these objectives, three interrelated
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analyses are performed. They are a revenue requirement analysis, a cost of service
analysis and a rate design analysis. Each of these analyses are discussed below:

* Revenue Reguirements - Reviews the various sources and applications of funds
for the utility. The revenue requirement analysis provides the City with a
financial plan for a specified time horizon. This financial plan will reflect proper
levels of funding for operation and maintenance activities, as well as capital
expenditure needs. The result is the level of adjustment required to rates.

o Cost of Service - Allocates the revenue requirements to the City’s customer
classes in a fair and equitable manner. A key goal or objective within the cost of
service study is to determine if cost differences appear to exist between the
various customer classes of service {e.g. residential, very light, light, moderate,
etc.) and whether the classes of service are paying their fair share of the costs.

o KRate Design - Determines how the necessary revenues will be collected from
the City’s customer classes. A review of the current rate structures is performed,
and if necessary, a review of alternative rate structures may be undertaken to
develop rates that are more effective at yielding the necessary and proper
revenue levels.

While the above discussion has provided a brief overview of the analytical steps
taken in a comprehensive rate study, the discussion below will provide a brief
overview of the theory and methodology used to set rates.

2.4 Methods of Accumulating Costs for Revenue Requirements

A revenue requirement analysis compares the various sources of revenues for the
utility to its expenses, to determine the overall adequacy of the current rates.
Within the revenue requirement analysis, two generally accepted methods for
accumulating costs are typically utilized; the “cash basis” or the “utility/accrual
basis” approach. Most private or investor owned utilities utilize what is known as
a “utility or accrual” basis of setting rates. This convention calculates a utility’s
annual revenue requirement by aggregating a time period’s operation and
maintenance (O&M) expenses, taxes, depreciation expense and a “fair” return on
investment. Operation and maintenance expenses include the labor, materials,
supplies, etc., which are needed to keep the utility functioning. Depreciation
expense is a means of recouping the cost of capital facilities over their useful lives
and generating internal cash. Private utilities must pay state and federal income
taxes, along with any applicable property, franchise, sales and other forms of
revenue taxes. The return portion of this type of revenue requirement pays for the
private utility’s interest expense on indebtedness, provides funds for a return to the
utilities’ shareholders in the form of dividends, and leaves a balance for retained
earnings and cash flow purposes.
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Since public (municipal) utilities do not have equity owners, per se, and are usually
exempt from income taxes, a different method of determining their annual revenue
requirement is commonly used. The convention used by most public utilities is
called the “cash basis” approach of setting rates. As the name implies, a public
utility aggregates its cash expenditures for a period of time to determine its
required revenues from user rates and other forms of income. This methodology
conforms nicely to most public utility budgetary requirements, and is a very
straightforward and easily understood calculation. Operation and maintenance
expenses are added to any applicable taxes or transfer payments to determine total
operating expenses. Capital costs are calculated by adding debt service payments
(principal and interest) to capital improvements financed with operating rate
revenues. Depreciation expense is sometimes included in lieu of this latter item to
stabilize annual revenue requirements. Under the cash basis of accounting, the
sum of the capital and operating expense equals the utility’s revenue requirement
during any period of time. It should be noted 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 cannot finance all of their
capital facilities with long-term debt.

Table 2-1 may be helpful in summarizing and comparing the cash and utility basis
methodologies.

Table 2-1
Cash vs. Utility Basis Comparison
Utiktity (Accrual} Basis Cash Basis
+ 0&M Expense + Q&M Expense
+ Taxes + Taxes or Transfer Payments
+ Depreciation Expense + Capital Additions Financed with

Operating Revenues
{= Depreciation Expense)

Return on Investment +_Debt Service (P+D)
= Total Revenue Requirements = Total Revenue Requirements

2.5 Overview of Cost Allocation Procedures

After the total revenue requirement has been quantified and determined, it is
allocated to the users of the service in a manner that should reflect the cost
relationships incurred for the production or delivery of the service. This analytical
exercise usually takes the form of a “cost of service” study.

A cost of service study is a three-step approach. First, costs must be functionalized
or grouped into the various cost categories related to the providing of service (e.g.
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salaries, benefits, etc.). This step is largely accomplished by a utility’s system of
accounts.

The next step is the classification of the functionalized costs. Classification refers to
the arrangement of the functionalized data into cost components. In general, these
are typically, volume-related, water quality-related and customer-related
component costs. Volume related costs are those which vary directly with the
volumetric run-off of stormwater. Water quality-related costs are those which are
incurred to improve or maintain water quality. Finally, customer related costs are
those costs that vary based upon the number of customers served.

Once the costs are classified to the various cost components, the last step in the cost
of service process is the allocation of the classified costs to each of the customer
classes of service (e.g. residential, very light, light, moderate, etc.). Each of the cost
components is allocated to each class of service based upon each customer class’s
relative contribution to the specific cost component. For example, volume related
costs are allocated to each class of service based upon the estimated contribution to
run-off of each class of service. Once the costs are allocated to each class of service,
a measure of their respective cost responsibility can be determined.

2.6 Economic Theory and Rate Design

The design of proposed rates for adoption by the utility concludes the rate study
process. The rate design process utilizes the results of both the revenue
requirements and cost of service to develop rates that attempt to achieve the overall
goals and objectives of the utility. These goals and objectives may include
consideration of cost-based rates, but may also consider items such as ability to pay,
continuity of past rate philosophy, economic development, ease of administration,
ete. It is important to understand that cost of service is only one goal or objective in
designing final surface water utility rates, however, it is an important one.

While the general description of utility rate setting discussed in this section of the
report is greatly simplified and abbreviated, it does however provide a general
overview of the basic elements of contemporary rate setting. One of the major
justifications for a comprehensive 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 price-equals-cost concept will
provide the basis for much of the subsequent analysis and comment.

2.7 Summary

This section of the report has provided a brief introduction to the general principles,
techniques and economic theory used to set stormwater rates. These principles,
techniques and economic theory will become the basis for the City’s analyses. The
next section of the report will review the development of revenue requirements for
the surface water utility.
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Section 3

3.1 Introduction

This section of the report discusses the development of the revenue requirements, or
the “Sources and Applications of Funds” for the City’s surface water utility. The
results of this revenue requirement analysis provide a framework around which to
evaluate the adequacy of current surface water rates for the City.

The development of revenue requirements is the first step in the rate study process.
In developing the revenue requirements, EES assumed that the surface water
utility, as an “enterprise fund” must financially “stand on its own” or not be
subsidized by any other City fund. To that end, the revenue requirement analysis
developed herein assumes no subsidies and contains our projections of the full cost
required to operate the utility in a financially stable manner.

3.2 Time Period Reviewed and Method of Accumulating Costs

The initial step in calculating the revenue requirement was to establish a “test
period”, or time frame of reference for the analysis. For this particular study, a five-
year time frame was analyzed. The time period reviewed was calendar years 1998
— 2002. As opposed to simply viewing a one-year time frame, the utilization of an
extended time frame will allow the City to view its rates over a longer time period
and determine if any major adjustments to rates are needed in the future.

The second step in determining the revenue requirements was to determine the
methodology to be used to accumulate costs. As noted in Section 2, the City may
utilize a “cash basis” or “accrual/utility basis” approach to develop its revenue
requirements. For this particular study, the “cash basis” approach has been
utilized. As was discussed in Section 2 of this report, the “cash basis” approach is
the most commonly used methodology by municipal utilities to set their revenue
requirements. Furthermore, this approach conforms well to the current financial
planning approach undertaken by the City. The development of the actual revenue
requirements has been “adapted” to the City’s system of accounts. However, in
general, the City’s surface water utility revenue requirements still contain the four
basic cost components of a “cash basis” methodology. Provided below is a detailed
summary of the "cash basis" approach used to develop the revenue requirements.
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Table 3-1
Overview of the City’s “Cash Basis” Revenue Reguirements

+  Operation and Maintenance Expenses
v Surface Water Management Administration
o  Salaries and Wages
¢  Personnel Benefits
¢  Supplies
e  Other Services and Charges
e Intergovernmental Services & Taxes
Transfer Payments
Debt Service (P+I) - Existing and Future
Net Capital Improvements Funded From Rates {1}
Total Surface Water Revenue Requirement

+ 4 4

H

[1] - Net Capital Improvements Funded From Rates is comprised of:

+  Total Surface Water Utility Capital Improvements
-~ Funding Seurces Other Than Rates

From Working Cash Fund

From Construction Fund

Parks and Recreation

Streets

Long-Term Debt Funding (Borrowing)

= Net Capital Improvements Funded From Rates

SN S NN

Given a time period around which to develop the revenue requirements, and a
method to accumulate those costs, the focus shifts to the development of the
revenues and expenses for the utility.

The primary financial inputs in this process were the City’s historical and projected
accounting records and budgets. Other inputs were the utility specific capital
plans, debt schedules and discussions with City staff regarding any anticipated
changes in costs. In developing the revenue requirements the main focus was on
meeting the financial needs of the utility (operating and capital), while utilizing
prudent financial planning. A more detailed discussion of the steps undertaken and
key assumptions contained within the development of the revenue requirement
analysis is provided below.

3.3 Projection of Rate Revenues

The first step in developing the revenue requirements was to develop a projection of
rate revenues, at present rate levels. In general, this process involved developing
projected billing units for each customer class of service (e.g. residential, mobile
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home, very light, light, etc.) and then applying (multiplying) those billing units
against the present rate structures which were presently in effect.

For the five-year projected period, rates are assumed to remain at their current
levels. This provides a “base line” measure to compare revenues and expenses for
the corresponding period. By reviewing rate revenues in this way, a determination
can be made as to the overall level of rate adjustments required to current rates.

A major issue during this time period that may impact the surface water utility’s
rate revenues is the development of the Port of Seattle’s 3° runway. At the present
time, this property is primarily single family homes and charged accordingly. In
reviewing this issue, it was assumed that as the single-family property is purchased
and eventually converted to the 3™ runway, the impervious surface and ultimate
rate may be very comparable to the existing revenue derived from this various
individual properties. Therefore, within this study, EES has not assumed any
significant revenue impact as a result of the construction of the 3" runway. This
assumption was not based upon a detailed analysis, but rather on our cursory
review of the potential impacts, along with discussions with City and Port of Seattle
staff. At the same time, it seemed inappropriate to assume within this study
significant revenue impacts from the 3" runway project, positively or negatively,
given the many unknowns and legal controversy surrounding the project. Should
the 3™ runway eventually be completed, EES would recommend that the City
analyze the impact of this change of property and charge the Port accordingly.

In summary form, the City’s surface water utility currently has annual rate
revenues of approximately $1.2 million. For the projected five-year period, a modest
level of growth (development) is expected to occur. The result of this
growth/development is a 2.0% annual increase in rate revenues. Therefore, rate
revenues are anticipated to be approximately $1.3 million by CY 2002.

3.4 Projection of Miscellaneous Revenues

In addition to revenue derived from rates, the surface water utility also receives
miscellaneous revenue during the course of the year. These miscellaneous revenues
are made up of a variety of revenue sources. It is estimated that the City will
receive approximately $171,000 in miscellaneous revenues in CY 1998. In 1999,
miscellaneous revenues are projected to decline to $154,000 and over the extended
time period, miscellaneous revenues will decline to approximately $103,000 per
year. This reduction in the miscellaneous revenues is the result of declining
investment earnings. Investment earnings are declining over time as a result of
cash balances being drawn down to pay for capital improvements.
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3.5 Projection of Operation and Maintenance Expenses

Operation and maintenance (O&M) expenses are incurred to operate and maintain
the existing surface water facilities. The costs incurred in this area are expensed
during the current year and are not capitalized or depreciated over the life of the
asset.

In general, EES projected operation and maintenance expenses by reviewing the CY
1998 budget. A major input into this process were discussions with City staff
regarding increases anticipated in future years. Any significant changes (new
personnel, etc.), that the City anticipated were taken into account when the future
years were projected. The projections of expenses beyond these budget periods were
generally based upon various escalation factors.

Operation and maintenance expenses are projected based upon the major functional
categories shown in Table 3-1. For each major function category, a number of sub-
accounts were reviewed individually and projected for future years. Escalation
factors were developed for the various types of expenses that the City incurs; labor,
materials and supplies, equipment, miscellaneous and utilities. The escalation
factors used typically ranged from 3% to 5% per year.

For the projected five-year period, no significant changes from current operating
levels were projected for the utility. The projected SWM administrative (O&M) cost
for CY 1998 was approximately $709,000. This cost is expected is increase to
approximately $860,000 by CY 2002.

3.6 Transfer Payments

The surface water utility makes a transfer payment to the City's general fund
(Fund 001). For CY 1998, the transfer was approximately $161,000. For the
projected time periods it has been assumed that this level of transfer will remain at
its current level.

3.7 Debt Service Payments

The next component of the City’s revenue requirement is debt service. When an
entity uses a debt issue to finance capital improvement projects, an annual debt
service payment is determined. At the present time, the City has one outstanding
debt issue for the surface water utility.

The current outstanding debt issue for the utility is the 1999 SWM Refunding
Revenue Bond. This revenue bond has annual debt service payments that range
from approximately $402,000 in CY 1998 to $384,000 in CY 2002.
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It is anticipated that the utility will need to issue additional debt to finance future
surface water utility capital projects. It is projected that the City will need to issue
approximately $4.0 million in revenue bonds. A portion of this debt issue is
required for the City’s proposed storage and maintenance facility. This will be a
shared facility between the roads, parks and SWM fund. The SWM fund will
undertake the debt issue and be reimbursed in a proportional manner for the debt
service payment by the parks and street fund. The reimbursed portion is estimated
to be $118,647, resulting in a net debt service payment to the SWM fund of
approximately $231,412 per year. The anticipated debt issue has a projected debt
cost of 6% and a term of 20 years.

3.8 Capital Improvement Project Funding

Capital improvement projects are related to the infrastructure of the utility. The
City has planned a number of major capital improvement projects for the utility.
The reasons or need for these major capital improvement projects are numerous and
varied. It ig planned that these capital improvement projects will be funded from a
number of different sources of funds. In every case, the City has attempted to
minimize the impacts to rates.

A capital improvement budget was provided by the City that identified the major
capital projects to be undertaken between 1998 to 2002. From the capital
improvement budget, a financial plan was developed to fund the projects in a
manner that attempts to minimize the impacts to rates.

A summary of the surface water capital improvement projects and their planned
funding sources are provided below in Table 3-2.
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Table 3-2
Summary of the City’s Projected Surface Water Utility Capital Improvement Projects

($000)
CY CY CY CY CY
1998 1999 2000 2001 2002
Capital Outlays -
Capitalized Expenses $37 $38 $39 $40 $41
Improvements — Storm Drains 0 0 0 0 ]
S. 170" St. Drainage 277 410 0 0 0
34" Avenue S. Drainage 0 70 0 0 0
Spot Drainage Improvements 243 150 150 150 150
28"/24" Ave. S. & Regional SD 0 0 0 2,000 0
Hilltop Storm Drainage Phase IT 0 0 0 0 0
Maintenance & Storage Facility 31 250 1,500 250 0
Surface Water Management Rate Study 78 22 0 0 0
Des Moines Creek CIP (net of Grant §) 200 218 227 209 0
Hilltop Drainage Basin Phase 11 15 200 500 0 0
Des Moines Creek Basin Plan Admin. 10 40 25 0 0
Miller Creek Basin Plan 0 0 30 0 0
38" Avenue S. (S 182™ t0 S. 180” St.) 0 150 100 0 0
Other Capital Improvements 0 0 £ Q 29
Total Capital Outlays $891 $1,548 $2,571 82 649 $230
Less: Outside Funding Sources
From Working Cash Fund $128 $448 8775 $0 30
From Construction Fund 663 1,000 0 0 0
Parks and Recreation 0 0 0 0 0
Streets 0 o o 0 0
Potential Long-Term Debt Funding 0 0 1,698 2,419 0
Total Qutside Funding Sources $791 $1,448 $2,371 $2,419 %0
Net Capital Improv. From Rates $100 2100 $200 $230 $230

It should be noted from the above table, the City is anticipating approximately $7.9
million in capital projects during the five-year period. Of this amount,
approximately $860,000 or 11% of the projects will be funded from rate revenues.

As previously discussed in the debt service subsection, the financing of the
maintenance and storage facility will be undertaken by the surface water utility.
However, the surface water utility will be reimbursed by the parks and street fund
for a proportionate share of the debt service payment.

In funding of capital projects from rates, this study has attempted to gradually
increase the annual funding. As can be seen in Table 3-2, in the initial ‘year,
approximately $100,000 is funded from rates for capital projects. Over the five-year
period, this amount is increased to approximately $230,000. The target level of
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funding for this study is 1.5 times the depreciation expense of the utility. Reaching
capital funding of $230,000 per year should provide the City with a greater ability
to adequately fund on-going repair, rehabilitation and replacement of existing
surface water facilities.

3.9 Summary of the Revenue Requirements

Given the above discussion regarding inputs, assumptions and calculations used to
develop the revenue requirements, a summary of the revenue requirements was
developed. In developing the final revenue requirements, consideration was given
to various financial planning considerations. In particular, emphasis was placed
upon attempting to minimize rates, yet still funding the necessary capital projects.

Presented in Table 3-3 is a summary of the City's projected surface water utility
revenue requirements. Details of the analysis are provided in Exhibit 2 of the
Technical Appendices.

Table 3-3
Summary of City’'s Projected Surface Water Utility Revenue Requirements
{5000)
CY CY CY CY CY
1998 1999 2000 2001 2002
Sources of Funds
Present Rate Revenues $1,208 $1,225 $1,234 $1,250 81,275
Misc. Revenues 172 154 123 103 104
Total Sources of Funds $1,378 $1,379 $1,357 $1,353 $1,379
Applications of Funds
SWM Admin. (O&M) $709 $746 8782 $820 $860
Transfer Payments 161 161 161 161 161
Net Debt Service 403 394 407 618 616
Capital Projects Funded From 100 100 200 230 230
Rates
Total Application of Funds $1,373 $1,401 $1,651 $1,829 $1,867
Balance/(Deficiency) of Funds $5 (322) ($193) ($476) ($489)
% Balance/(Deficiency) of Funds 0.4% (1.8%) (15.7%) (38.1%) (38.3%)

In reading and understanding Table 3-3, it is important to interpret the percentage
adjustments at the bottom of the table. Each year is calculated as if no rate
adjustment has occurred in the prior periods. That is, the deficiencies shown in CY
2000 of 15.7% assumes that no rate adjustments have occurred in CY's 1998 or
1999. The same concept is true for CY 2001, where a 38.1% deficiency is shown.
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This level of deficiency assumes that no prior rate adjustments have occurred up to
that point. If however, for example, the City adjusts the rates by 156% in CY 2000,
then the needed adjustment in CY 2001 would be approximately 23% (38% - 15%).

Table 3-3 indicates that the surface water utility will be slightly deficient in CY
1999, and will become progressively more deficient over time. By CY 2001, the
utility will need to adjust overall rates from present levels by approximately 38%.

While the above deficiencies are significant in percentage terms, in terms of the
City’s current surface water rates, the dollar impacts to a single-family residential
customer would, in our opinion, appear to be manageable. The existing single-
family residential rate is $5.00/month or $60.00 per year. With a 38% rate
adjustment, this amount would change to $6.90/month or $82.80 per year. Thisis a
change of $1.90/month or $22.80 per year.

3.10 Debt Service Coverage Ratios

Debt service coverage (DSC) ratios are a financial measure of the surface water
utility’s ability to repay outstanding debt. When revenue bonds are issued, there is
a rate covenant assoclated with the bonds stating that the City must maintain
sufficient rate levels to assure repayment of the debt and meet the stated debt
service coverage ratio.

In very layman’s terms, debt service coverage ratio is the relationship between the
“funds available to pay debt service” divided by fotal debt service. The “funds
available to pay debt service” is generally defined as the total revenues, less O&M
expenses and taxes, but before depreciation expense. At the same time, it is
important to understand the relationship between a strong policy regarding the
funding of capital improvements from rates, and the debt service coverage ratio. In
theory, coverage over and above a 1.00 DSC is provided by the rate component of
capital improvements funded from rates. Therefore, the benefit of a strong policy
regarding capital improvement funding from rates also benefits the utility in terms
of its debt service coverage ratio.

Typically, a utility should target a debt service coverage ratio above the minimum
required within the bond ordinance. For most financially prudent utilities, this
targeted level is generally about 1.50 or above. By targeting a debt service coverage
ratio that is higher than the minimum, the utility is generally assured of annually
meeting the coverage requirement, regardless of variances in revenues or expenses.

A summary of the projected debt service coverage ratios is shown below in Table 3-
4.
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Table 3-4
Summary of the Projected Debt Service Coverage Ratios

Before After Adjustment
Adjustment

CY 1998 i.66 1.66

CY 1999 1.61 1.66

CY 2000 141 1.89

CY 2001 0.86 1.63

CY 2002 0.84 1.64

As Table 3-4 shows, it is clear that rate adjustments are needed simply to meet the
debt service coverage requirements. With the proposed issuance of additional
revenue bonds to fund capital improvements, the debt service coverage ratio, dips
below the required levels. With the proposed rate adjustments, the debt service
coverage ratio is back to acceptable levels.

3.11 Review of Reserve Levels

There are two reserve funds for the surface water utility. They are the working
cash fund (403) and the construction fund (406). Within the development of the
revenue requirements, projections of the ending reserves for the two funds were
provided. In some cases, funds were used to finance capital projects and ultimately
minimize rates, but at all times, the ending balances were maintained at acceptable
levels.

Provided below in Table 3-5 are the projected ending reserve balances for the
working cash and construction fund.

Table 3-5
Summary of the Surface Water Utility Ending Fund Balances
(3000)

CY 1998 CY 1999 CY2000 CY2001 CY 2002

Working Cash (Operating) Fund $1,739 $1,291 $516 $516 $516
(403)
Construction Fund (406) $1,704 3766 2805 $846 %829

The reserves for the surface water utility are projected to be adequate over the five-
year period. A minimum fund balance for the working cash {operating) fund is
assumed to be 45 days (1/8) of O&M expenses. In the projections of the five-year
revenue requirements, the utility is above this minimum level.
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An adequate minimum reserve level for the construction fund is assumed to be one-
year of construction activities. As with the working cash reserve, the construction
balances are above the assumed minimum balance for the fund.

3.12 Consultant’s Recommendation

Based upon the findings of the revenue requirement analysis, it is clear that rate
adjustments will be required for the surface water utility. The timing and size of
the rate adjustments is a matter of City Council and management philosophy, along
with prudent financial planning.

In developing our recommendation, the following issues were considered:

¢ Given the length of time required to complete this study, the rate adjustments
will be effective for CY 2000. The revenue requirements indicate the need for a
15.7% adjustment in that year. In the following vear, the deficiency is 38.1%.
Therefore, it appears that the City has the option of two rate adjustments (CY
2000 and 2001) or a single rate adjustment in CY 2000.

e In discussing the rate issue with the Citizen's Rate Advisory Committee, for
those members that were available and responded, their preference was to
extend the rate adjustments as much as possible and spread them over a
number of vears.

¢ The dollar impact of a single rate adjustment appears to have less impact to the
customer than the “raw” percentage adjustment suggests.

¢ The full impact of the Endangered Species Act (ESA) remains unknown at this
time. However, most informed people believe that it will have significant
operational and financial impacts in the near future to surface water utilities,
including the City of SeaTac.

s If Initiative 695 passes in November, it will require that any tax increase shall
require voter approval. The definition of “taxes” within Initiative 695 is any
monetary charge by government.

After considering the above issues, it is our recommendation that the City adjust
their surface water rates by 38% at this time. Our recommendation is based upon
two perspectives. First, a one-time adjustment deals with the financial issues and
sets the rates through CY 2002. Next, by adjusting rates at this time, the City may
be able to take advantage of the low interest rates currently available in the bond
market and issue the next revenue bond for the utility. The City would not be able
to issue this bond without some level of rate adjustment to assure adequate debt
service coverage ratios. Finally, in our opinion, Inifiative 695 will create legal
havoe for municipal utilities. While most people believe the initiative is related to
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Tabie 3-6
Comparison of Neighboring Residential Surface Water Bills
($/Parcel per Month and Year)

Monthlv Fee Annual Fee

City of SeaTac

At Present Rates $5.00/Month $60.00/Year

At Proposed Rates $6.90 82.80
City of Auburn $5.50/Month $66.00/Year
City of Bellevue 8.51 102.12
City of Des Moines 5.25 63.00
City of Federal Way 5.94 71.28
City of Kent 2.44 - 6.98 20.28 -83.76
City of Kirkland 3.00 36.00
City of Lacey 6.00 72.00
City of Lynnwood 2.50 30.00
City of Mercer Island 10.11 121.32
City of Olympia 6.00 72.00
City of Puyallup 6.93 83.16
City of Renton 4.93 59.16
City of Seattle 3.59 43.08
City of Tacoma 18.07 156.84
City of Tukwila 2775 33.00
King County 7.09 85.08

Extracted from the Association of Washington Cities (AWC) Tax and User Fee Survey - 1998

It is interesting to note from the above table that the majority of the charges are in
the $5.00 to $7.00 per month range. The proposed rates for the City will remain
within this range. Even more importantly, the proposed charges from the City of
SeaTac are less than those charged by King County. King County currently charges
£85.02/residential lot.

3.14 Summary

This section of the report has summarized the revenue requirement analysis
conducted for the City’s surface water utility. This analysis was prepared using a
“cash basis” approach, and indicated that the surface water utility requires a rate
adjustment to meet the increasing operating and capital costs.

The next section of the report will review the cost of service analysis, or the fair and
equitable allocation of the revenue requirements to each class of service.
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Section 4

4.1 Introduction

In the previous section of the report, the revenue requirement was developed which
focused on the total sources and applications of funds required to adequately fund
the City's surface water utility. In contrast, a cost of service study considers the
equitable allocation of the total costs to each customer class of service. This section
of the report will discuss and review the cost of service study, which allocates the
costs developed in the previous section of the report.

In recent years, increasing emphasis has been placed on cost of service studies by
government agencies, customers, utility regulatory commissions and other parties.
This interest has been generated in part by continued inflationary trends, increased
operating and capital expenditures, and concerns of equity in rates among
customers. It is prudent for the City to observe the generally-accepted guidelines of
a cost of service analysis as these principles will inherently lead to rates which are
equitable, cost-tracking and not viewed as arbitrary or capricious in nature.

4.2 Limitations and Uses

It is important to understand the inherent limitations of a cost of service analysis.
First, it must be understood that a cost of service study, while basically a
financial/engineering analysis, is an art, and not an exact science. There are many
different methodologies, techniques and assumptions that can be used within this
study. Because various philosophies and assumptions can significantly affect the
results of the analysis, the results should not be considered precise values, but
rather, an indication of the general range of class cost responsibility.

Second, by necessity, a cost of service analysis is directed at determining the cost
imposed by a rate class on the system, rather than determining the cost imposed by
individual customers within each classification. The cost responsibility of a specific
individual customer may or may not be entirely consistent with the cost allocations
made to the individual customer’s assigned customer classification.

Third, accurate impervious area, run-off contributions and water quality
information for individual customers and classes of service are often unavailable.
As a result, allocations such as the volumetric run-off allocation are sometimes
made on the basis of estimates or “typical” data. These assumptions or estimates
can have a significant effect on the end results.
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Finally, a cost of service analysis does not address itself to many of the other
legitimate objectives associated with rate design. These may include ability to pay,
customer acceptance, continuity of rate philosophy and avoidance of excessively
abrupt changes.

With the above limitations in mind, a cost of service can provide a useful guideline
for assigning cost responsibility (i.e. revenue requirements) to each of the consumer
classifications in a manner that avoids price discrimination. The study also
provides information that is useful in designing the individual rate schedules, while
providing support and justifying rate differentials between classes.

4.3 Objectives of a Cost of Service Study
There are two primary objectives of a cost of service study. They are to:

1. Equitably allocate the total revenue requirements among the customer
classes of service (e.g. residential, commercial, etc.) of the utility, and;

2. Derive average unit costs (cost based rates) which are the basis for
developing final proposed rate designs.

The objectives of a cost of service study are different from those of determining
revenue requirements. As was noted in the previous section of the report, the
purpose of a revenue requirement analysis is to determine the overall revenue
needs for each utility. In contrast, a cost of service analysis is concerned with the
equitable allocation of the total revenue requirements to the various customer
classes of service of the utility.

The second rationale for conducting a cost of service study is to ensure that a rate is
designed such that it reflects the costs being incurred by the City. For example,
customer related costs are incurred as a function of the number of customer served.
By separating customer-related costs from other types of cost incurrance, the City
can allocate and assign costs that reflect this difference. The cost of service studies
contained herein develop costs in such a manner as to allow the development of
rates which collect costs by the manner in which they are incurred.

4.4 General Cost of Service Procedures

A cost of service study performs three basic analytical tasks with cost data. These
three basic analytical tasks were used in the cost of service analysis performed for
the City. The first analytical step is called functionalization. Functionalization is
the arrangement of expenses and asset (plant) data by major operating functions
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within the utility. This analytical task is largely accomplished by the City’s system
of accounts.

After the cost data is functionalized, the second analytical task performed is the
classification of the functionalized expenses to cost components. This task reviews
each cost and attempts to determine why the cost was incurred and what type of
need was being met (e.g. volume, customer, revenue related, etc.). The cost
classifiers used for the surface water cost of service study are as follows.

4.41 Volume Related Cosis

Volume related costs are a function of stormwater run-off. A majority of the
costs associated with the utility are related to controlling stormwater run-off.

4.4.2 Customer Reilated Cosis

Customer costs are those which vary with the number of customers served on
the system. These costs do not vary with volumetric run-off or stormwater
quality. An example of a customer cost is financial/accounting/illing
services. This cost does not vary based upon stormwater run-off.

4,4.3 Revenue Related Costs

Certain costs associated with the utility may vary with the amount of
revenue received by the City. An example of a revenue related cost would be
investment earnings, which is a function of the amount of revenues received
by the utility.

4.4.4 Direct Assignmenis

Certain costs associated with operating the utility may be directly traced to a
specific customer or class of service. In those cases, the costs are then
“directly assigned” to that specific class of service.

The final analytical task performed with the data in the cost of service analysis is
the allocation of the classified costs. For each of the classified costs noted above, an
allocation factor must be developed which will equitably allocate each specific type
of cost in a “fair and equitable” manner to the customer classes of service (e.g.
residential, mobile home, very light, etc.) for the utility. For example, in developing
the allocation factor for the volume related costs, consideration is given to the total
area and the impervious area of the property to determine contribution to run-off.

The allocation of costs is performed after the classification of the test period’s plant
and expense data is complete. The various classification totals are allocated among
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rate groups or customer classes of service based upon the nature of the
classification.

A more detailed discussion of the specific methodology used for the City is provided
below.

4.5 Functionalization and Classification of Plant in Service

In performing the functionalization of plant in service, EES utilized the City’s
historical plant records to accomplish this task. The City has limited asset records
related to the surface water utility. A majority of the current assets are related to
the transfer of the drainage facility from King County to the City. This was valued
at approximately $4.0 million. The City shows on their asset records a total of $5.7
million in original cost assets.

Given this limited detail of the City's asset records, those assets that were detailed
were classified as being 100% volume related. The assets all appeared to be
drainage improvements. A more detailed review of the classification of plant in
service can be found on Exhibit 6 of the Technical Appendices.

4.6 Functionalization and Classification of Operating Expenses

Operating expenses are generally functionalized and classified in a manner similar
to the corresponding plant account. This would imply that most of the operating
expenses incurred by the surface water utility are a function of volume or run-off.

One of the key issues with the City’s functionalized expenses is the lack of sufficient
detail to segregate activities between volume/run-off issues and water quality
issues. It is not unusual for municipal utilities to maintain their operating
expenses in a “budgetary” format as opposed to a more “functional” format. By not
having data in a functional format, it did not allow for the study to isolate issues
associated with water quality. This had implications upon the final results that
will be discussed later in this section.

Stormwater utilities do not have a standard chart of accounts, per se, for accounting
for stormwater costs. The issue of accounting for water quality, may suggest the
need for modifying the City’s current chart of accounts to better reflect the impact of
this type of activity on the system. The use of sub-accounts under salaries and
wages may help to clarify much of the labor activities. These sub-accounts may be
as follows:

Maintenance Planning
Channel & Ditch Maintenance
Erosion/Sediment Control
Iniet, Basin & Culvert Cleaning
Water Quality Maintenance

Maintenance Administration
Contract Maintenance Administration
Detention Basin Maintenance

Debris Control

Pumps and Structures

@ 0 e 66
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The above list of sub-accounts is provided as a suggested guide to better reflect the
activities undertaken by the City. By modifying the City’s current accounts, the
allocation of costs can be refined to better reflect the water quality component.

In reviewing the operating expenses, it appeared that they were primarily a
function of volume (run-off). In the classification process, a minor amount of costs
were classified as customer related and revenue related. Those costs were the
intergovernmental services, transfer payments and interest income. There were no
costs that were directly assigned to a specific customer or specific class of service.

A more detailed review of the classification of expenses can be found on Exhibit 7 of
the Technical Appendices.

4,7 Cusiomer Classes of Service

At the present time, the City has eight categories or classes of service for the
surface water utility. These classes of service are as follows:

¢ Residential

¢ DMobile Home

o Very Light (0 —10% impervious)

e Light (10 — 20% impervious)
e Moderate (20 — 45% impervious)
s Moderately Heavy (45 — 65% impervious}
s Heavy (65 — 85% impervious)
» Very Heavy (85 -~ 100% impervious)

The above rate classes appear to be appropriate in that they consider the issue of
impervious area, yet administratively, there are a reasonable number of classes,
and size definitions of the impervious areas are not too narrow. These rate classes
are very similar to other surface water utilities in the region. EES would not
recommend any changes in rate classes at this time.

For purposes of this cost of service study, the above rate categories were utilized.
At the same time, the Port of Seattle (Port) property was also separated to
determine their cost of service. The Port property was grouped into three
categories. They were as follows:

e Port—IWS Area (91% impervious)
e All Other Area (24% impervious)
¢ 3™ Runway Area (10% impervious)
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The Port’s Industrial Waste System (IWS) area is defined as the area generally
surrounding the terminal. The stormwater run-off from the IWS area is collected
by the Port and eventually treated at a nearby wastewater treatment plant. The
Port of Seattle has a significant investment in IWS facilities and also incurs charges
beyond those of the City of SeaTac for the treatment of the stormwater at the
wastewater treatment facility. The stormwater collected from the IWS area is not
discharged into the local streams, but rather, discharged directly into Puget Sound
via the outfall from the wastewater treatment facility.

Presented on Figure 1 is an overview of the area defined within this study for the
Port of Seattle.
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4.8 Development of Allocation Factors

Once the classification process is complete, and classes of service have been defined,
the various classified costs are then allocated to each of the classes of service. The
end result will be total costs allocated to each class of service. A discussion of the
methods used to allocate these classified costs follows.

4.8.1 Volume Reilated Allocation Factors

The volume related allocation factor attempts to allocate stormwater run-off
in a proportional manner to the contribution of each customer class of service.
It is generally recognized that stormwater run-off is, at a minimum, a
function of lot size and impervious area. Other more sophisticated factors
can be taken into account, such as soil type, slope, etc. However, for purposes
of this study it was assumed that lot size and impervious area would provide
a reasonable measure of each classes contribution to stormwater run-off.

For residential and mobile home customers, the number of lots were known,
but there was no definitive data on total lot area or impervious area.
Therefore, it was estimated that the typical lot size for a residential customer
was 7,500 square feet. Based upon discussions with City staff, the mobile
home lot size was assumed to be 75% of the residential lot size. For the
commercial properties, each property was measured for total lot size and
impervious area. The measurement of all commercial property was
conducted by the BRODIE Group as a part of this study. In addition to the
commercial property, the BRODIE Group also analyzed the Port property by
the categories previously noted. Therefore, all lot sizes and impervious area
used within the volume allocation factor were based upon measured data.
Figure 2 provides an overview of the commercial property and the various
categories of impervious area.
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Given the total area, the next step in developing the allocation factor was to
assume a run-off contribution. From a total area, and a given impervious
area, a certain amount of run-off will occur. In general, the greater the
impervious area, the greater the run-off contribution. Run-off coefficients are
an expression of the relationship between land use category and the
respective burden each property places on the stormwater system. Run-off
coefficients are not precise measures and are estimated for the various
property types. Provided below in Table 4-1 are the run-off coefficients used
for the City’s volume allocation factor.

Table 4-1
Assumed Run-Off Coefficients Within the Volume Allocation Factor

Run-Off
Class of Service Coefficient
Residential 0.40
Mobile Homes 0.55
Very Light (10 — 10%) 0.05
Light (10 - 20%) 0.20
Moderate (20 — 45%) 0.45
Moderately Heavy (45 — 65%) 0.65
Heavy (65 —85%) .85
Very Heavy (85 — 100%) 1.00
Port - IWS 0.95
Port — All Other Area 0.40
Port — 3™ Runway Area 0.15

The run-off coefficients are based upon generally accepted approaches to
determining and allocating stormwater run-off volumes. It should be noted
that the coefficients are at the high end for the more impervious customers.
This study was unable to classify and allocate the costs associated with water
quality. Water quality is a cost issue for all customers, but can be a major
issue for the more impervious areas. Therefore, in developing the run-off
coefficients they were placed at the upper scale for certain classes to attempt
to reflect some of the water quality issues. This approach does not
accomplish that goal completely, but we believe it begins to at least reflect
some of the cost differential that could be expected.

For the Port’s IWS, it was recognized that stormwater run-off does not
directly impact local streams. However, for cost allocation purposes a
proportionate share of the volume costs were allocated to the IWS area based
upon both lot size and impervious area. This study will create a “base case”
scenario in which the IWS area will be allocated volumetric costs in a manner
similar to other customers. Then, scenarios will be developed in which the
IWS area is credited for its system. From these scenarios, the City can
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determine the cost impacts to other City customers from providing a range of
credits to the Port for their IWS area.

The final step in developing the allocation factor is to take the total area for
each class of service and factor in the run-off coefficient. The result is a net
contribution to run-off by class of service.

4.8.2 Customer Aliocation Factors

Customer costs vary with the number of customers/parcels. Therefore, the
customer allocation factor was based upon the number of parcels by class of
service.

4.8.3 Revenue Related Allocation Facior

The revenue related allocation factor was based upon the current revenues,
by class of service.

Given the allocation factors for the study, the last task was to allocate the classified
costs to the various customer groups.

4.8 Major Assumptions of Cost of Service Studies

A number of assumptions were used within the surface water cost of service study.
Listed below is a brief discussion of the major assumptions used.

¢ The test period used for the study was CY 1999. The revenue and expense data
for the test period was previously developed within the revenue requirement
study (Section 3).

s The typical residential and mobile home lot sizes were estimated based upon
discussions with the City.

o All commercial and Port property was measured for total lot size and impervious
area using the best available data sources. The information used to analyze and
measure the Port property was provided by the Port’s consultant,

¢+ The Port’s IWS area was analyzed for possible credits by modifying the volume
allocation factor to reflect varying levels of cost responsibility (credit).

¢ [t was not possible to directly address the issue of water quality within this cost
allocation study due to a lack of detailed cost data by the City. Therefore, the
final allocation of costs, by class of service, does not reflect this component. Any
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water quality costs incurred by the City were classified as volume related and
allocated on the basis of run-off,

4.10 Summary of the Cost of Service Resuits

The test period revenue requirements were classified into their various cost
components. The classification process was based upon generally accepted cost of
gervice techniques. The individual classification totals were then allocated to the
various classes of service based upon allocation factors developed for each customer
class. The allocated expenses for each class of service were then aggregated to
determine each class’s revenue responsibility and how it compared to the current
revenues being collected. A summary of the results of this process can be seen
within Tables 4-2.

Table 4-2
Summary of the “Base Case” Cost of Service Study

Present Allocated Cost of

Revenues Costs Present Service
($000) {3000) Rates Raies
Residential (1} $328 $328 $60.00 $60.00
Mobile Homes [1] 6 7 60.00 61.25
Very Light [1] 10 12 60.00 68.80
Light [2] 24 17 122.11 110.57
Moderate 2] 46 19 252.05 244.50
Moderately Heavy {2] 88 64 488.45 356.14
Heavy {2] 120 91 619.29 468.34
Very Heavy [2] 112 75 811.17 545.65
Port — TWS [2] 92 198 252.95 535.24
Port — Al Other [2} 369 405 252.95 220,15
Port — 3™ Runway 14 31 &] 130.05

Total $1,210 $1,257

Summary of the Port Allocation

Present Allocated Cost of
Revenues Costs Present Service
($000) (8000 Rates Rates
Port — IWS $92 $198 $252.95 $535.24
Port — All Other 369 405 252.95 220.15
Port — 3" Runway 14 31 [3] 130.05
Total Port $475 3634

[1] — Rate per parcel or unit/yvear
[2] — Rate per acre/year
{31 — Varies by parcel
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As can be seen from the above summary table, there is a comparison between the
existing revenue derived from each class of service and the allocated costs based
upon the cost of service. There is also a comparison between the present rate and
the cost of service based rate. The cost of service based rate is developed by taking
the allocated costs and dividing by the appropriate billing units for the particular
class of service.

The designation of “Base Case” on Table 4-2 refers to the “full” allocation of costs to
the IWS area. In the base case no “credits” are provided to the Port for the IWS
area. “Full” allocation refers to the development and calculation of the volume
allocation factor. Under the base case scenario, 100% of the IWS area is used
within the calculation. That is, the IWS area is treated in the same manner as any
other parcel for the City. In contrast, the alternative scenarios that were developed
assumed various levels of credits. Instead of utilizing 100% of the total area of the
IWS, a fraction or percentage of the area was assumed (e.g. 75%, 50% etc.). In
doing so, this provided a “credit” to the Port for the IWS area, or in other words, a
reduced rate to better reflect the level of stormwater contribution of this specific
area. Therefore, the “base case” scenario assumes that the Port is allocated costs as
if no IWS facilities existed. As was noted earlier, various scenarios will be
developed from this base case scenario to determine the revenue impacts and cost
sharing of any credits.

Based upon the results of Table 4-2, it appears that some cost differences exist
between classes of service. This is particularly true for the larger impervious area.
However, it was noted that water quality costs were not analyzed as a part of this
study. If they had, it is our opinion that the result would be a shift in costs to the
more impervious areas. Whether it would shift sufficient costs to come close to the
present rates charged the more impervious customers is unclear and can not be
determined at this time. However, we would conclude that the City's rates are
generally cost-based and do attempt to reflect the cost of providing service.

4.11 Analysis of the Port’s IWS Area

A major objective of this study was to analyze the Port’s IWS area to assist in
determining the cost to serve this area and help resolve the issue of credits for IWS
facilities. In order to review and analyze this issue, a number of scenarios were
developed which provided a credit to the IWS area. This credit was provided by
reducing the volume allocation factor to the IWS area. Three scenarios were
developed; a 25% credit, 50% credit and a 100% credit. Provided below in Tables 4-
3, 4-4 and 4-5 is the summary of the scenarios based upon the various credit levels

to the TWS area.
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Table 4-3
Sumimary of the Scenario With a 25% Credit to the IWS Area

Present Allocated Cost of

Revenues Costs Present Service
($000) ($000) Rates Rates
Residential [1] $328 $338 $60.00 $61.83
Mobile Homes (1] 8 7 60.00 63.14
Very Light [1] 10 12 60.00 71.03
Light 2] 24 18 122.11 115.88
Moderate [2] 46 20 252.95 256.45
Moderately Heavy [2] 88 67 488.45 373.40
Heavy [2] 120 95 619.29 490.91
Very Heavy [2) 112 79 811.17 572.20
Port - ITWSE [2] 92 154 252.95 416.30
Port — All Other 12] 369 425 252.95 230.77
Port ~ 3" Runway 14 32 13] 134.03

Total $1,.210 $1,247

Summary of the Port Allocation

Present Allocated Cost of
Revenues Costs Present Service
(8000) ($000) Rates Rates
Port - [WS 392 $154 $252.95 $416.30
Port — All Other 369 425 252.85 230.77
Port — 3™ Runway 14 32 (3] 134.03
Total Port $475 $611

{1] — Rate per parcel or unit/year
{2] — Rate per acre/vear
{3] — Varies by parcel

As can be seen, the impact of a 25% credit to the IWS area is the other classes of
service are slightly increased. These increases are a result of the reallocation of the
City’s revenue requirements. The impact of the 25% credit to the IWS area does not
translate to a 25% credit to the Port. The impact of the credit is applied to all other
customers of the City. Given that the Port has substantial properties, the rates for
these other areas are increased accordingly.

The next scenario developed was for a 50% credif to the IWS area. This scenario is
shown below in Table 4-4.
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Table 4-4
Summary of the Scenario with a 50% Credit to the WS Area

Present Allocated Cost of

Bevenues Costs Present Service
000 ($000) Rates Rates
Residential [1] $328 $349 $60.00 $63.84
Mobile Homes {1] 6 7 60.00 65.21
Very Light (1] 10 13 60.00 73.48
Light {2] 24 19 122.11 12170
Moderate [2] 46 21 252.95 269.55
Moderately Heavy [2] 88 70 488.45 392.32
Heavy [2] 120 100 619.29 515.64
Very Heavy [2] 112 33 811.17 601.30
Port - IWS [2] 92 106 252.95 285.96
Port — All Other {2] 369 447 252.95 242.41
Port - 3™ Runway 14 33 [3] 138.40

Total $1,210 %1,247

Summary of the Port Allocation

Present Allocated Cost of
Revenues Costs Present Service
($009) {$000) Rates Rates
Port - IWS $92 $1086 $252.95 $285.96
Port - All Other 369 447 252.95 242 41
Port - 3™ Runway 14 33 i3] 138.40
Total Port $475 $586

[1] ~ Rate per parcel or unit/year
[2] —~ Rate per acre/year
[8] — Varies by parcel

The final scenario developed was a 100% credit to the IWS area. Under this
scenario, the volume allocation factor for the IWS area is set to zero.
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Table 4-5
Summary of the Scenario With a 100% Credit to the {WS Area

Present Allocated Cost of

Revenues Costs Present Service
($000) {$000) Rates Rates
Residential {1} $328 $372 $60.00 $68.50
Mobile Homes {1] 6 7 80.00 70.02
Very Light [1] 10 14 60.00 79.17
Light [2] 24 21 122.11 135.19
Moderate [2] 46 23 252.95 269,92
Moderately Heavy (2] 88 78 488.45 436.17
Heavy [2] 120 111 810.29 572.99
Very Heavy [2] 112 92 811.17 668.77
Port ~ TWS [2] 92 0 252.95 0.00
Port — All Other [2] 369 493 252.95 269.39
Port — 3™ Runway 14 35 (3 148.55

Total $1,210 $1,247

Summary of the Port Allocation

Prosent Allocated Cost of
Revenues Costs Present Service
($000) (£000) HRates Rates
Port — IWS $92 $0 $252.95 $0.00
Port — All Other 369 493 252.95 269.39
Port — 3™ Runway 14 _ 35 13] 148.55
Total Port $475 8528

[1] — Rate per parcel or unit/year
2] — Rate per acrefyear
{3] — Varies by parcel

The above scenario has provided a 100% credit to the IWS area. It is interesting to
note that even under a 100% credit scenario, the current method that the City
charges the Port for its total area produces a lower overall bill than the cost of
service assuming a 100% credit to the IWS area.

4.12 Consultant’s Recommendation

Based upon the cost of service analysis developed herein, it appears that the City's
surface water rates are within a reasonable range of being cost based. Given that
conclusion, we would not recommend major adjustments between classes of service,
but rather adjusting all classes equally may produce the most reasonable results.
Some consideration may be given to adjusting mobile homes to be reflective of the
assumed lot size difference between a single-family residential customer and the
mobile home customer. This adjustment would have a very minimal revenue
impact to the City.
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In terms of the Port and the TWS area, it was concluded that the Port currently
receives a credit of some form for its surface activities and facilities. The credit
appears to be applied to the IWS area, but the history of the development of the
Port’s surface water rates is unavailable to confirm this. The City could provide a
100% credit to the IWS area and charge cost based rates for the other areas. Under
this approach, the Port would actually be charged more than they are currently
being charged. Therefore, maintaining the current rate/billing approach for the
Port and the IWS area appears to be reasonable from both the perspective of the
City and the Port.

4.13 Summary

This section of the report has provided an analysis of the cost of service prepared for
the City’s surface water utility. This analysis was prepared using generally
accepted cost of service techniques for both utilities.

The results of this portion of the study indicate that some cost differences exist
between the various classes of service. However, overall, the City’s surface water
rates appear reasonable and are generally cost based. In reviewing the Port and
IWS area, it appears that the Port does receive some form of a credit for its
stormwater activities and facilities.

The next section of the report will discuss the development of rate design options
and discuss in more detail the various considerations in setting rates.
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Section 5

5.1 Introduction

The cost of service analyses previously developed reviewed the cost to provide
service to the various customer classes of service. This section of the report will
review the current rate design process and provide proposed retail rate designs. In
addition, other miscellaneous rate issues will be discussed.

5.2 Rate Design Criteria and Considerations

Prudent rate administration dictates that several criteria must be considered in
setting rates for a utility. These may include the following:

Rates which are easy to understand by the customer

Rates which are easy to administer by the City

Consideration of the customer’s ability to pay

Continuity, over time, of the ratemaking philosophy

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

Promuote efficient allocation of the resource, and

Develop rates which are equitable and non-discriminating (cost based).

¢ & ® & @ & ¢ @

Many contemporary rate economists and regulatory agencies feel that the last
consideration - cost based rates - should be of paramount importance and provide
the primary guidance to utilities on rate structure policy. The Consultant agrees
with this position. The reasons for this approach to rate setting are numerous.

5.3 Review of the Proposed Rate Adjustment

Based upon the results of the revenue requirements and cost of service, it has been
recommended that surface water rates be adjusted by 38% and that rates generally
be adjusted in an “across-the-board” manner. As will be recalled, thig level of
adjustment is projected to meet the surface water utility’s financial needs through

CY 2002.
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5.4 Review of Present and Proposed Surface Water Rates

The present surface water rates for the City are based upon an annual rate that is
charged on a per parcel basis, per unit basis, or per acre basis. The proposed rates
for the City are generally similar to the present rates. The present and proposed
rates for the City’s surface water rates are shown in Table 5-1.

Table 51
Summary of the Present and Proposed Surface Water Rates

Present Proposed %
Annual Rate Annual Rate $ Change Change
Residential $60.00/parcel $82.80/parcel  $22.80/parcel 38.0%
Mobile Homes 60.00/unit 62.10/unit 2.1%/unit 3.5%
Very Light 60.00/parcel 49.50/acre —— 38.0%
Light 122.1Vacre 168.50/acre 46.39/acre 38.0%
Moderate 252.95acre 349.00/acre 96.05/acre 38.0%
Moderately Heavy 488.45/acre 674.00/acre 185.55/acre 38.0%
Heavy 619.2%acre 855.00/acre 235.71/acre 38.0%
Very Heavy 811.17/acre 1,120.00/acre 308.83/acre 38.0%
Port — IWS [1] 252.95/acre 349.00/acre 96.05/acre 38.0%
Port — Ail Other [1} 252.95/acre 349.00/acre 96.05/acre 38.0%
Port — 3™ Runway 2] [2] S - 4

[1] — Rate is not intended to be a separate and distinct rate for the Port. Rather, it is based
upon the correspending retail rate for Moderate
[2] — Multiple properties billed at the various corresponding retail rates

It will be noted that the rate for Mobile Homes has been adjusted to better reflect
the issue of lot size when compared to residential. All other classes of service reflect
the previous rate structure, adjusted for the recommendation of the revenue
requirements and cost of service.

A comparison between the proposed rates and the current King County SWM fees is
revealing. Provided below in Table 5-2 is this comparison.
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Table 5-2
Comparison Between the City’s Proposed Rates and King County’s Current SWM Rates

Proposed Present $

City Rate King County Rate Difference
Residential $82.80/parcel $85.02/parcel $2.22/parcel
Mobile Homes 62.10/unit 85.02/unit 22.92/unit
Very Light 49.50/acre 85.02/parcel -
Light 168.50/acre 198.40/acre 29.90/acre
Moderate 349.00acre 410.98/acre 61.98/acre
Moderately Heavy 674.00/acre 793.60/acre 119.60/acre
Heavy 855.00/acre 1,006.16/acre 151.16/acre
Very Heavy 1,120.00/acre 1,317.94/acre 197 94/acre
Port — ITWS 349.00/acre 410.98/acre 61.98/acre
Port — All Other 349.00/acre 410.98/acre 61.98/acre
Port — 3" Runway f1j {1] -

[1] ~ Multiple properties billed at the various corresponding retail rates

As can be seen, for all proposed rates, the City's rates are less than the
corresponding King County SWM rate.

5.5 Other Miscellaneous Rate Issues

In addition to the review of the City’s rates a variety of rate issues were also
reviewed. These issues are individually detail below.

5.5.1 Credits for Retention/Detention Facilities

At the present time, the City provides a 25% discount to residential, very
light and light rate categories for qualifying customers. One of the issues
raised as a part of this study was the appropriateness of providing credits to
other rate classes for qualifying facilities, and an equitable method of
providing those rate credits. King County currently utilizes a method of
providing a one-step rate discount for qualifying customers. The Citizen’s
Surface Water Rate Advisory Committee noted that this approach provides
an “unequal” discount from class to class. The simple table below will
demonstrate this issue.
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Tabie 5-3
Comparison of the Annual Dollar and Percentage Discount
by Class of Customer for Retention/Detention Facilities

Annual Rate Annual Rate $ %

wio Discount w/ Discount Discount Discount
Moderate $349.00acre $168.50/acre $180.50/acre 51.7%
Moderately Heavy 674.00/acre 349.00/acre 325.00/acre 48.2%
Heavy 855.00/acre 674.00/acre 181.00/acre 21.2%
Very Heavy 1,120.00/acre 855.00/acre 265.00/acre 23.7%

As can be seen, the dollar per acre discount and percentage discount varies
by class of service.

Customers that invest in qualifying facilities and properly maintain them
should be provided some level of credit. The issue in this case is the
administration of the credit.

Administratively, the approach of a one-rate class discount is very easy to
explain and administer to the City’s customers. However, as noted above,
there is a certain level of inequity in that approach. King County bills the
City’s customers for surface water rates. Therefore, if King County can hill
the City's customers based upon a percentage discount method, that would be
a more equitable approach. Under the percentage discount approach, the
customer would be billed at the appropriate rate, and a fixed percentage
discount applied to the total bill {e.g. 26%). As we noted, this is more of a
billing system issue for King County. If it is possible, we would recommend a
flat percentage discount method set at a 25% discount.

5.5.2 Maintenance of Customer-Owned Facilities

Current City SWM Ordinances require customers to properly operate and
maintain their drainage facilities. Section 12.10.050, Part F, states in part:

“Maintenance of all drainage fucilities constructed or modified by a
project is the responsibility of the property owners as described in the
Surface Water Design Manual . ..”

The credit noted in the previous subsection for customer-owned facilities
assumes, in part, that the credit is for the construction of the facilities, but
more importantly, that they are properly maintained. The City has found
that customers sometimes ignore the maintenance of these facilities.

As an alternative to this problem, the City is proposing that the property
owner have the option of either maintaining the facility themselves and
receive a credit, or alternatively, have the City maintain the facility and not
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receive a one-step rate discount. This would be a decision that the customer
would make and not the City. In our opinion, this is an ideal solution
{approach) to a sometimes difficult problem.

The alternative to the above approach is to provide these services to the
customer on a fee basis. The customer would still receive their credit, but the
customer would pay the City the actual charges based upon the City's
competitively bid contract for the maintenance of the facilities. This
approach has certain advantages over the crediting method, and may be more
attractive to larger lot owners who may lose fairly significant discounts.

At this point, it is unclear what the costs may be for such a program, and the
possible response to it. The key assumption is that the costs of such a
program would need to be off-set by the reduced credits to the customer. If
the City adopts this program, it should closely monitor the costs associated
with maintenance of the facilities. In particular, the City may need to
consider a minimum charge for maintenance of facilities. Possible inequities
in the crediting approach will appear in the case of a customer with a smail
lot versus the customer with a larger lot. The “cost” or lost credit is much
smaller for the customer with the small lot, than the customer with the
larger lot.

In the case of the customer that decides to maintain their own facilities, we
would recommend that credits be provided only after the customer has
performed those maintenance activities. In essence, the City would charge
the customer the full rate, and after properly maintaining the facilities, the
customer would apply for a rebate. There would be a certain level of costs
associated with this approach over and above the City’s current costs. These
may include some level of inspection or documentation to assure that the
customer has maintained the facilities. In addition, there would be the
administrative costs of issuing checks for the credit. However, this approach
would assure the maintenance of these facilities prior to the provision of a
credit.

In summary, we would recommend that the City pursue this program and
determine the method of charging for the services provided. We have
suggested either the credit method, or the specified fee method. Either of
these methods will compensate the City for the services provided.

5.5.3 Discounts to Schools For Educational Programs
Schools provide educational programs to their students concerning the

importance of surface water management programs as they relate to water
quality and the environment. These programs are often tied to science
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programs and may include educational activities such as cleaning local
streams and raising/releasing salmon into those same streams.

In providing a credit, the key issue is whether the credit is provided for only
the educational facilities (property) or all school district property. At the
present time, the credit is applied to all school district property.

From a policy perspective, strong arguments can be made for etther
perspective. We do not believe there is a “correct” answer or preferable
approach to this policy issue. However, it is important to understand that a
change in policy would have a financial impact to the school districts, which
are constantly struggling to make financial ends meet. In addition, from the
customer’s perspective, if the City were to change the policy, it would have a
budgetary impact on the school districts. Most governmental entities such as
the school districts desire ample notification to allow for adjustments to
budgets. Therefore, coordination with the impacted school districts may
allow for a change in policy with minimal impact to the school budgetary
process.

In summary, we believe that any change must be properly communicated to
the school districts to allow them time to adjust their budgetary process. Our
recommendation would be not to change the policy at this time. This is a
relatively minor issue compared to the other issues that the SWM utility is
currently addressing. In addition, maintaining the current approach would
reflect the City’s consideration and understanding of the financial impacts to
schools.

5.6 Credits to the Port of Seattle

A key objective of this study was to review the rates charged to the Port of Seattle
for the airport property. From the Port’s perspective, they desire SWM rates that
are fair and equitable to all customers, including the Port, while at the same time,
recognizing within the rates, the stormwater facilities that the Port provides. The
Industrial Waste System (IWS) collects stormwater around the terminal and it is
sent directly to a wastewater treatment facility for treatment and is discharged
directly into Puget Sound. The Port is of the opinion that they should not be
charged the City's stormwater fees for this area since no stormwater run-off impacts
the City or surrounding streams.

Provided below is a detailed discussion of the issue of providing credits, and in
particular, not charging the Port of Seattle a SWM rate for the IWS area.
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5.6.1 Overview of the Port Property

To provide a perspective of the impact of the SeaTac airport, it must be
placed in the context of the City of SeaTac as a whole. Based upon
information developed as a part of this study, it appears that the Port of
Seattle’s property is approximately 55% of the total City of SeaTac area.
This total is comprised of a number of parcels of property, and includes a
large number of parcels that are not a part of the terminals or runway areas.

To begin to analyze the Port’s surface water charges the Port’s property,
located within the City of SeaTac area, was subdivided into three areas, each
composed of a number of different parcels. These areas have been
characterized as follows:

¢ The IWS Area
o All Other Area
¢ Jrd Runway Area

The Industrial Waste System (IWS) Area is the area directly around the
main terminal in which all stormwater is collected and sent directly to a
wastewater treatment facility for treatment and direct discharge into Puget
Sound. The stormwater collected from the IWS area is not discharged into
the local streams of SeaTac. The IWS area is approximately 370 acres and
can be characterized as being highly impervious, since it appears that 91% of
the total area 1s impervious.

The area designated as “All Other Area” is the area away from the terminal,
and is primarily the runways and grassy areas between the runways, and
any other miscellaneous Port property away from the main terminal. The
stormwater from this area does drain to the local basins and streams. The
total area for these parcels is approximately 1,840 acres and is moderate in
its impervious area. Based upon the analysis from this study, this area is
approximately 24% impervious.

The final area reviewed as part of the study is the 31 runway area. This is
the area currently being acquired by the Port for the eventual construction of
the 3* runway. This area was primarily single family homes. It is our
understanding that as the Port acquires the property, the homes are
demolished. In the long-term, we anticipate that the revenue impact to the
surface water utility of this conversion from single-family property to an
airport runway will be minimal.

As noted previously in Section 4, in reviewing the Port property, an
independent measurement of the property was conducted. The BRODIE
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Group undertook this review. Table 5-4 presents in summary form the
parcels, total area and impervious area of each of these specific areas.

Table 5-4
Summary of the Port of Seaitle Properiy

No. of Total Impervious %
Area Parcels Area Area Impervious
TWS Area 6 370 337 G91.1%
All Other Area 103 1.843 448 24.3%
Subtotal 109 2,213 785 35.5%
3™ Runway Area 464 237 _25 10.5%
Total 573 2,450 810 33.1%

The information in Table 5-4 provides the basis for billing the Port. The 3=
runway area has been separated from the above summary since the charges
that the Port is appealing are related to the IWS and All Other Areas.

5.6.2 Review of the Port’s Current Charges

The City undertook a review of the Port’s current charges as they relate to
the Port’s current area, and the rates currently in effect. The focus of this
discussion and comparison will be on the IWS area and the “All Other” area.

The Port is currently charged the “moderate” rate for the IWS area and the
All Other Area. This rate is $252.95 per acre. As noted in Subsection 4-7,
this is the rate that assumes impervious area for the property of between 20
— 45%.

For this analysis, the acreage related to the All Other Area was adjusted to
tie to the current revenues received from these parcels. The vast majority of
this area is billed at the $252.95 per acre rate. However, there are a number
of minor parcels that are billed under different rates. Therefore, for purposes
of simplification of this analysis, the acreage was adjusted to tie to the
current billing from the City of $369,000 at the rate of $252.95 per acre. This
adjust has no impact on the key portion of the analysis, which is the IWS
area.

Provided below in Table 5-5 is a comparison between the City’s current
billing approach to the Port, and a billing approach based upon actual
mpervious area.
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Table 5-5
Comparison of Actual Billing Approach to Impervious Area Approach

% Total Billing Total $
Billing Approach Impervigus Acres Rate Bill Difference
Present Billing Approach -
[WS Area 370 $252.95 393,660
All Other Area 1,460 1 $252.95 369,125
Total $462,725
Based On Actual
Impervious Area -
IWS Area 91.1% 370 3811.17 $300,130
All Other Area 24.3% 1,460 111 $252.95 369,125
Total $609,255
Total Difference $206,530

{1] - For purposes of simplification, acreage adjusted to e to the Port’s actual revenues for the parcels.

The analysis in Table 5-5 indicates that the Port currently pays
approximately $462,000 per year for these two major areas. Based strictly
upon total area and impervious area, the City could charge the Port
approximately $670,000 per year. This difference is a result of charging the
IWS area as a “very heavy” impervious rate. Therefore, based upon the
comparison developed above, we conclude that the IWS area is currently
receiving a discount or credit on it rates. Based upon this analysis, it would
appear that the Port is currently receiving a credit of approximately $206,000
per year. For the IWS area, this is a discount of approximately 69%. This is
far greater than the credits provided to other customers with
retention/detention areas. As will be recalled, the City currently provides a
one-step rate credit for those customers.

5.6.3 lIssue of the Credit for the WS Area

As a part of the 1997 interlocal agreement between the City and the Port, the
issue of surface water rates was specifically addressed in Exhibit B. In part,
it states

“The parties agree that the update of the SWM fees described in Item 1
below is not intended to provide the basis for modifying or changing the
policy underlying the City’'s SWM program. The parties agree that any
adjustments to fees or charges paid by the Port will occur if:

(1) any of the conditions contained in KCC 9.08.080 are present;
(2) any of the conditions contained in RCW 35.67.020 are present; or
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(3) the City may grant a credit pursuant to RCW 80.02.510 if the
Port has storm water factlities that mitigate or lessen the impact
of stormuwater”

We have concluded that the Port is meeting the conditions noted in Items (1)
and (2) for the IWS area. Therefore, the focus shifts to the granting of a
credit. In granting credits, in the opinion of EES, it appears that the City is
currently providing to the Port a credit for various stormwater facilities. The
key issue of this study is what level the City is required to provide a credit,
and whether a 100% credit must be provided to the IWS area. EES ig not
aware of any legal requirement for the City to provide a 100% credit to the
Port for the IWS area. Our “non-legal” review of the various legislative
citations regarding credits appears to provide the legal justification to
provide a credit. However, the legislation stops short of setting a specific
mechanism or requirement for credits, let alone a 100% credit.

In our review of other utility practices and industry literature, we noted that
the issue of credits and resulting impacts to stormwater run-off also widely
varies. The discussion below provides an interesting perspective on the
different viewpoints concerning credits.

“Many utilities issue credits or add surcharges to utility bills
depending on special characteristics of a parcel. There is no single,
correct rationale for determining credits or surcharges. Some
utilities (e.g. Fort Collins, Colorado or Louisville, Kentucky) provide
credits for on-site retention of stormwater. Boulder, Colorado
imposes surcharges on parcels located in floodplains because these
parcels receive additional benefits. On the other hand, the City of
Portland, Oregon exempts parcels from stormwater charges if the
parcels drain directly to receiving waters. Portland’s rational is that
these facilities make no use of storm drainage systems and therefore
should not have to pay.

It is evident from these examples, parcels granted exemptions in
Portland quite possibly would be surcharged in Boulder.”?

As can be seen from the above paragraph, within the industry, there appears
to be wide and varied opinions concerning credits and the approach to be
used. It should be noted that the above discussion was taken from a
stormwater financial/rate manual published by the American Public Works
Association.

! Financing Stormwater Facilities, A Utility Approach, American Public Works Association, Chicago, Iilinois,

1991.
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From our perspective, it appears that the issue of credits centers around the
IWS area. This area, from a revenue perspective, is currently charged by the
City about $93,600 per year. From the Port’s perspective, the basis for a
100% credit on the IWS area is that all stormwater run-off is collected,
treated and discharged directly into Puget Sound. From the Citys
perspective, some level of credit is probably needed to recognize the issues
associated with the Port and IWS area, but a 100% credit to the IWS area is
not legally required, and would not reflect the indirect benefits derived.

The City’s perspective is that while the IWS area may not make a direct
contribution to stormwater run-off, it certainly has an indirect impact upon
the City’s overall stormwater program operations and costs. In our opinion,
credits for the Port of Seattle must consider both the “direct” and “indirect”
costs/benefits. While the Port of Seattle makes a strong and compelling
argument that the IWS area does not create stormwater run-off for the City
of SeaTac, it also ignores a critical perspective. That is, the Port of Seattle
creates a significant level of costs and infrastructure for the City of SeaTac
that would otherwise not be needed or probably incurred if the airport were
located elsewhere. In other words, the City of SeaTac surface water
management program and utility would likely appear much differently and
have different program costs if the airport were located elsewhere. A major
cost driver to the City's surface water management program is a result of
extensive commercial development and transportation infrastructure that
directly serves the needs of the airport and its passengers. Therefore, we
conclude, and it is our opinion, that while the IWS area may not directly
impact local area streams, the IWS area and the Port as a whole “indirectly”
benefits from the surface water management activities that surround the
entire Port property.

We are also of the opinion that this is a very unique situation, and as a result
can not be viewed as a simple “stand-alone” parcel or property with no (zero)
impact to the surrounding community and surface water program. Rather,
the airport and IWS area creates significant program and operational costs
that should at least have some recognition and sharing of the costs (burden).
In our opinion, to not do so would mean that all other customers would be
subsidizing the Port of Seattle at some level. In reviewing the cost of service
study, the impact of providing any additional credit to the Port was an
increase in rates to all other customers.

In addition to the above, within the rate setting process there is legal
precedence for charging a customer for utility services (e.g. sewer) even
though the adjoining property owner is not connected to the system. The
reasoning or basis for allowing a charge is that it is recognized that the
customer derives some benefit to their property, even though they are not
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fully connected to that system. It would seem that this reasoning could also
apply to the IWS area,

This same concept of charging customers not fully connected to the system
has also been held legally justified for existing connected customers that
disconnect during off-season periods. The imposition of “stand-by” charges
are legal and appropriate.

While these two examples may not be exactly the same situation as the Port’s
IWS area, it certainly can be argued that the Port derives a benefit from the
City’s surface water management utility, regardless of whether or not the full
area of the Port drains into the local basins.

5.6.4 Discussions With King County

Based upon discussions with King County, it is our understanding that King
County and the Port agreed to a discounted rate or billing methodology a
number of years ago. When the City of SeaTac was formed, the billing
methodology for the Port continued forward in the same manner as it is
today. EES requested from King County any documentation to this effect,
but no documentation could be found.

EES has attempted to locate the individuals that may have been involved in
those discussions. To date, we have been unable to locate any individuals
that participated in the meetings, or that remember the meetings with the
Port and the basis for any discounts or credits.

It would appear that at some point in time, the Port agreed to a reduced rate
or billing methodology to reflect the Port’s activities and facilities related to
surface water at the airport. If this were not the case, then in our opinion,
the City of SeaTac has been significantly under-billing the Port for surface
water rates, based upon the existing rates that are in place.

5.6.5 Summary Conclusicns

At its most simplistic level, the Port of Seattle is disputing $93,600 in annual
charges. For the Port of Seattle, this is a minor amount of cost, compared to
their overall annual budget. However, more importantly to the Port of
Seattle, is the principle of the matter. From the City’s perspective, $93,600 is
a major revenue source for a $1.2 million utility. The City also believes that
the Port must share cost responsibility for both the direct and indirect cost
impacts to the surface water management utility. To the City, the $93,600
represents a level of compensation for the “indirect” benefits derived by the
IWS area. Whether this level of compensation is appropriate can not be
directly quantified. However, in our opinion, this level of compensation is
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within the “range of reasonableness” in that it does not fully charge the IWS
area, but at the same time, does not provide a 100% credit.

There is no dispute that the Port undertakes significant activities related to
surface water management and incurs significant costs to do so. However,
based upon the analysis undertaken, we conclude that the current method of
charging the Port of Seattle for the IWS area is, as noted above, within the
“bounds of reasonableness” for setting surface water rates.

Having reached the above conclusion, we also believe that the Port of Seattle
and the City must work together to resolve this issue in an amenable
manner. A strong and effective relationship between the Port and the City 1s
much more valuable than the disputed amount for surface water
management.

57 Summary

The proposed rates contained within this section of the report are a culmination of
rate related activities reviewed by EES for the City. The proposed rates have
considered the cost components the City incurs to provide surface water
management services. The proposed rates are generally cost based in nature, and
reflect the results of the revenue requirement and cost of service analyses detailed
above, with consideration to factors other than cost-basis. Adoption of the proposed
rates will create financial stability for the surface water utility for a number of
years.

5.8 Adoption of Revised Rates

On November 23, 1999, the City Council, by motion, accepted and adopted the City
of SeaTac Comprehensive Surface Water Management Rate Study. On November
30, 1999, the City Council adopted Ordinance #99-1042 raising the Surface Water
Management Rates in accordance with the recommendations of the Comprehensive
Surface Water Management Rate Study. The ordinance eliminated credits for
retention/detention facilities. Instead of credits, the City will offer a rate rebate for
retention/detention facilities that are properly designed, constructed and
maintained. A copy of the adopted rate ordinance is attached as Appendix G to this
study.
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Section 6

6.1 Introduction

Asg a part of the rate study process, a Surface Water Rate Advisory Committee was
convened by the City to review the various policy issues associated with the rate
study. As a result of that process, the City received input on a variety of issues.

6.2 Overview of the Committee

The committee was composed of a variety of customers (citizens) representing a
broad array of interests of the utility. These customers included residential,
commercial, school district and Port interests. Provided below in Table 6-1 is a
summary of the committee members.

Table 61
Members of the Surface Water Rate Advisory Committee

Name Representing
Craig Brosenne Business
Jim Cassan Business
Ron Hartson Business
Tom Hubbard Port of Seattle
Frank Hughes Citizen
Bernadet Jones Citizen
Dick Jordan Busginess/Citizen
Roger McCracken Business
Charma Russeff Citizen
Tom Raush Business
Loyce Saar Citizen
Al Schmidt Business
Chuck Schuh Citizen

Members of the committee were provided written notice before each meeting and
were provided with minutes after meetings.

6.3 Meetings

A total of four meetings were held with the Committee over a 10 month period. The
meetings were held at the City of SeaTac offices and were held from 6:00 p.m. to
7:30 p.m. The meeting dates and topics of discussion for each meeting are
summarized in Table 6-2.
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Table 6-2
Summary of the Meetings Dates and Topics

September 2, 1998 Introduced committee members, discussion and
overview of the City's surface water utility by Don
Monaghan of the City, discussion and overview of the
Port and its facilities by Tom Hubbard of the Port, and
an overview of the rate setting process by Tom Gould
of EES.

October 21, 1998 Review of previous discussions, review and discussion
of the draft revenue requirements and key issues for
the rate study. Reviewed options for adjustment of
rates. Presented by Tom Gould of EES.

May 20, 1998 Review the past discussions, review the revenue
requirements, and cost of service and resulting rates.
Discussed the issues concerning the Port and credits.
Presented by Tom Gould of EES.

June 2, 1999 Provided a review of the key issues for the study.
' Presented a “real time” analysis of the proposed rates,
and allowed committee member input into various
options and scenarios. Presented by Tom Gould of
EES.

There was a significant space of time between the second and third meeting of the
Committee. This was the result of the need to review the commercial properties in
more detail. Unfortunately, as a result of this delay in the project, there was a drop
in participation and interest.

6.4 Findings From the Committee Process

At the end of the fourth meeting, it was clear that no clear consensus would be
reached on a number of issues. In particular, the issues relating to the crediting of
the Port had wide an divergent opinions. Specifically, the residential customers of
the committee generally agreed that the Port should “pay their fair share” however
that was perceived. That perception did not include a 100% credit for the IWS area.
At the same time, some customers believed that the Port should be charged more,
simply because they were the Port. Obviously, the Port did not support any of these
positions. As a result, it was concluded that the Committee as a whole would never
be able to reach a consensus position on the issues.

It was then suggested that a detailed survey be provided to all committee members
to allow them to provide a detailed response to each key issue the Committee was
asked to respond to. All committee members were provided a survey form and a
stamped return envelop. The results of the survey process were very limited. EES
received only three (3) responses from Committee members. Of these responses,
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two were letters and one was a completed survey form. Attached in the Technical
Appendices are the surveys and letters received.

From our perspective, it is difficult to reach any firm conclusions from the returned
responses. From a policy setting perspective, it is difficult to determine an
appropriate course of action based upon citizen input.

6.5 Summary

This section of the report has reviewed the Surface Water Rate Advisory Committee
that was formed to review the various rate i1ssues associated with the City’s Surface
Water Utility. In summary, the Committee reached no firm conclusions or
consensus on the key rate issues associated with this study.
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CITY OF SEATAC - Surfaca Watar Mahagement - Base Case
EXHIBIT 1
ESCALATION FACTORS

Escalation Faciorg CY 1588 CY 1999 CY 2000 CY 2001 CY 2002
Revenues:
Rata Revenyes LCalcuiated 2.00% 2.00% 2.00% 2.00% From Surface Water Plan
{Cther Income Budiget 5.00% 5,00% 8.0G% 5.00%
Intarast Earmings £.00% £.00% 5.00% 5.00% 5.00%
Expenges:
Laber Budgst 5.00% 5.00% 5.00% 5.00%
taterials & Supplies Budgst 5.00% 8.00% 8.00% 5.00%
Equipmeant Budget 5.00% 5.00% 5.00% 5.00%
Miscellangous Budget 3.00% 3.00% 3.00% 3.00%
Utllities Rudget 3.00% 3.00% 3.00% 3.00%
Growth Rate 2.00% 2.00% 2.00% 2.00% 2.00%
Debt lgsues
Revenue Bonds
Term 20 20 20 20 20
Rate 6.00% 6.00% 6.00% £.00% 8.00%

ULID (Utility Local Imgrovement District)
Term 15 15 15 15 15
Rate 6.00% 8.00% 6.00% 6.00% 6.00%
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EXHIBIT 2
DEVELOPMENT OF THE SOUACES AND
APPLICATIONS OF FUNDS
Budget Projected
CY 1988 CY 1989 ¥ 2000 CY 2001 CY 2002 Notes:
SOURCES OF FUNDS
240, Charges for Services
Retall Rates $763.614 $778,886 £794,464 $810,353 $826,560 98 Calc; Esc. as Rata Rev.
Port {inel. Elimination of Res units) 442,518 445,774 4389,65¢ 439,484 448,273 9B Cazic; Esc. as Rale Rev.
Tetat Charges for Sarvices $1,208.530 $1,224,661 $1,234,154 $1.249,837 $1.274.834
Cther/Miscellansous Ravenue
2438300000 WSDAT SWM Faes $24,700 $24,700 $24,700 $24,700 $24,700 Flat - Based on Historical
3438301001 Cuty Street SWM Feas 48.880 48,880 48,880 48,880 48,880 Flat - Based on Historical
361.00.00.000  Invastment Interast 985,000 77.851 46,346 26,474 26,474 Calculated on Resenves@5%
3s1.90.00.000  Other Interest Eamings 3,000 3,150 3,308 3,473 3,647 Esc as int. Earnings
Total Other Revenua $171,580 154,421 $123,233 $103,527 $103,701
Total Sources of Funds 31,378,110 $1,379,081 $1,357,387 $1,353,364 $1,378,534
APPLICATIONS OF FUNDS
538.20.00.000 Surface Water Managemant Admin
53820,10.600 Safaries and Wages
830.20.11.000  Salaries & Wages $350,040 $a67.842 $385,819 $405,215 $425,476 Esc. as Labor
8382012000  Overtime 7,500 7.875 8,268 8,882 2,116 Esc. as Labor
Total Salaries & Wages $357,540 $375,417 $394,188 $413,897 $434,592
539.20.20.000  Personnel Bensfils
839.20.21.601  Madicare $5,195 35,458 $5,727 36,014 $6,315 Esc, as Labor
$38.20.21.002  Standard Long Tanm disability 4,360 5.208 5,468 5,742 8,029 Esc. as Labor
5382021003  [CM-401(a} Plan 15,880 16,779 17.818 18,4599 19,424 Ese, as Labor
538.20.21.004  ICM-457 Deferred Comp Plan 850 883 717 752 790 Esc. as Labor
5382022000  Retiremant 28,870 28,214 28,624 31,505 32,661 Esc. as Labor
538.2023.000 Medical insurance 40,110 42,118 44,221 46,432 48,754 Esc. as Labor
538.20.24.000  Worker's Compensation 8,150 8,558 8,985 9,435 9,906 Esc. as Labor
53820.25.000  Unemploymaent 2,150 2,258 2.370 2,489 2,613 Esc. as Labor
Tetat Personnel Banefits $104,085 $109.268 114,732 $120,468 126,492
£38.20.30.000 Supplies
5382031008 Office/Operating supplies $20,000 $21.000 22,050 $23,153 $24,310 Esc. as Mat & Suppt
3382031018  Safety Clothing 1,200 1,26¢ 1,323 1,389 1,489 Esc. as Mat & Suppi
s3520.31.023  Uniforms 885 929 978 1,024 1076 Esc. as Mat & Suppl
538.20.35.000  Small Tools & Minor Equipment 3,500 3,675 3,859 4,052 4,254 Esc. as Mat & Suppl
Total Supplies $25,585 $26.864 $28,207 $29,818 $31,009
5382040.000 Other Services and Charges
638.20.41.000  Professional Services $2,500 $2.625 $2.756 $2,894 $3,03¢ Esc, as Labor
538.2041.013  Contract Maintenance BO.OCO 84,000 28,200 92,610 97,241 Esc. as Labor
5352041.019  Enginesring & Architectural 5,000 5,250 5,513 5,788 8,078 Esc. as Labor
538.20.41.036  Underground Utility Locate Service 1,800 1,890 1,985 2,084 2,188 Esc. as Labor
538.20.41.041  Material Testing 500 525 551 579 608 Esc. as Labor
5382041047 Security Monitoring 1.800 1,890 1,585 2,084 2,188 Esc. as Labor
5382042028 Telephone 4,800 4,635 4,774 4,917 5,065 Esc. as Misc.
53832042.020 Postags o] g Q ¢ O Ese. as Mise.
538.2043.032  Meals 140 144 145 153 158 Esc. as Misc.
5382045000  Operating Rental & Leases 22,000 22,660 23,340 24,040 24,781 BEse. as Misc.
538.20456.002  Eguipment Rentai 82,384 84,300 88,515 92,541 97,588 98/99 budg/Esc. as Equip.
638.2047.036  Watar 150 158 156 164 89 Esc. as Utilities
538.20.47.040  Sewer 150 168 159 1684 168 Esc. as Utilitles
5382047041  Elsctricity 6,000 6,180 3,385 6,555 6,783 Esc. as Utilities
538.20.47.042  Waste Disposal 1,500 6,000 §,180 6,365 6,556 Esc. as Misc.
53832047.043  Slorm Sewer o] o] G 2] ¢ Esc. as Misc.
538.2048.048  Equioment Repalr & Maintenance 1,500 1,575 1,654 1,736 1.823 Esc. as Equip.
538.20.49.081 Registration 1,970 2,029 2,080 2,153 2,217 Esc. as Misc.

Tatal Other Services & Charges $211.894 3224012 $234,374 $245,229 $258,599
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538.20.50.000
538.20.51.098
528.20.51.069
438.20.54.001

587.00.00.000
£47.04.00.000
597.12.00.000
487.24.00.000

582.00.00.000
582.38.72.00%
692.38.83.001
£92.38.85.000
592.38.85.000

584 38.00.000
584.38.60.000
$96.38.60.000

Intergovt, Services & Taxes
SWM Basic Services

SWh Discretionary Services
in-lisu of Taxes/Fund #001

Totat intergovt. Servicas & Taxes
Total SWM Administration
Transter PRyments
QOperating ¥ransfers QulfFund #001
Operating Transfers QuifFund #101
Operating Transfers OutFund #501
Totat Transter Payments

Debt Service

1999 SWM Refunding Rev, Bond (Prin)

1959 SWM Refunding Rev. Bond {int.}
Debt Registration Costs

Other Debt Servica Costs

Potential Long-Term Debt Funding

Totai Debt Service
Parks & Street Contributions
Nat Dabt Service

Capital Improvement Projects
Capitalized Expenss

fnprovemants - Sterm Drains

S 170th 84, Drainage

34th Ave. S. Drainage

Spat Drainage mpravements
28th/24th Ave, 5. 4 Ragionai 80
Hitkop Storm Drainage Phase i
Maintenance and Slorage Facility
Surtace Water Mgmi, Rate Study
Des Moines Creak CIP (net of Grant §}
Hilkop Drainage Basin Phase I

Bes Moines Creek Basin Plan Adm
Millar Creek Basin Plan

38th Ave, S, (S.182nd to 5.180th St}
Qther

Total Capital improvements
Less: Quiside Funding Sources
From Waorking Cash Fund
Fraom Sonstruction Fund
Parks & Recreation
Strests
Potertial Long-Term Debt Funding
Totat Cutside Funding Sources
Total Capital Proj Funded fram Rates

TOTAL REVENUE REQUIREMENTS

BALANCE/NDEFICIENCY) OF FUUNDS
Plus: Additional Taxes
Total Balance/(Deficiency} of Funds

lncrease as a % of Rate Revenuas

Page Zof 3
Budgat Projected
CY 1998 CY 1999 CY 2000 CY 2001 CY 2062 Notes:
510,000 $10,200 $10,404 $10.612 $10.824 Esc. as Rate Rev
300 300 300 300 300 Flat
0 Q o 0 G Esc. as Misc.
$10,300 $10,500 310,704 316,912 11,124
$708,384 $746,082 $782,205 $820,124 $859,906
161,250 161,250 161,280 161,250 161,250 Flat - Based an Historical
0 o o o 0 Flat
o] ¢ a ] 0 Flat
$161.250 $161,25C $161,250 $161,250 $161.250
$155,000 $260,000 $205.000 $215,000 $225,000 Debt Schedule
247,085 134,131 181,658 171,305 189,660 Debt Schadule
100 g Q 0 3 Flat
500 o} o] 0 O Flat
4] a 136,132 350,059 350,058 @ 6%, 20 years
3402,685 5394,131 8525,790 $736,364 $734,719
30 30 118,847 $118,647 $118,647 2/3 of Maint Facil. Costs
$402,6885 5384,131 $407,143 £617,718 $616,072
336,800 537,698 $38,829 $36.,994 $41,194 Esc. as Misc,
0 o] 4] o] 0 Esc. as Mise.
277,360 410,000 o ] 0 |CIP Budget
o] 70,000 0 3 0 |CiP Budget
243,000 150,000 150,000 150,000 150,000 |CIP Budget
g o o 2,000,000 0 |CIF Budget
e o} 2 o Q {CIP Budgst
31.147 250,000 1,500,000 250,000 0 {CIP Budgst
78,000 22,000 8] ] 0 |CIP Budgst
200,000 217,753 227,000 209,329 0 [CIP Budgst
15,000 200,000 500,000 2 { [CIP Budget
10,000 40,000 25,000 o3 ¢ |CiP Budget
4] Ja] 30,000 2] 4 }CIP Budget
0 150,000 100,000 2] 3 1CIP Budget
o} 0 o 0 38,808 [CIP Budget
$691,107  $1,547,451 $2,570,829 $2,649,323 $230,000
$127,600 3447451 $775,000 50 S0
663,507 1,000,000 0 o 0
o] o o g 0
o o] 0 g 4]
o Q 1.585,829 2,419,323 {04
$791307  $1,447,451 $2,370,828 $2,419,323 30}
$100,000 $100.000 $200,000 $230,000 $230,000 = Target 1.5 X Deprac. Exp
$1,373,31%  $1,401,443 $1,550,598 $1,829,001 $1.867,229
54,791 {$22,361) (3183,210} {$475,727) ($488,694)
%6 $0 $0 30 50 Includs Applicable Taxes
$4,791 {$22,381) {$133,210) {$475,727} ($488,694}
~(.4% 1.8% 15.7% 38.1% 38.3%




CITY OF SEATAC - Surtace Water Managemant - Base Cass Page 30f 3
EXHIBIT 2

DEVELOPMENT OF THE SOURCES AND
APPLICATIONS OF FUNDS
Budget Projectsd
CY 1998 CY 1994 CY 2000 CY 200t CY 2602 Notas:

Drobt Servics Coverags Ratio

Safore Rate Agjustment 1.668 1.6% 1.41 0.86 0.84

After Rata Adjustment 1.66 1.66 1.89 1.83 1,64
Working Cash - Fund (403)
Beginning Balance - $1.666.206  $1,738.606 31,291,245 $516,245 $516,245
Plus: Additions of Funds 0 o} [¥] [ G
Less: Uisas of Funds 127,600 447 451 775,000 g 4
Ending Satance $1,738.696 31,291,245 $516,248 $518,245 $516,245 minimum /8 or 45 days O&M
Construgtion - Fund (406)
Beginning Balanca {bond junds) $2,268.394 31,704,202 3765,956 3806,238 2348 530
Plus: Additlons of Funds ] 0 0 o o]
Plus: Interast Income 99,315 61,754 39,280 41,204 43,412
Laess: Uses of Funds 663,507 1,000,000 g g 7]

Ending Balance 51,704,202 $765,956 3808238 $848,530 $888.942 min approx $750,000
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CITY OF SEATAC - Surface Water Management - Base Case Page 1 of 2
EXHIBITY
Functicnalization and Classification of Expenses

Customer Revenue Direct
Volume Actual Related  Assignment
Account Typs CY 1999 (VOL} (AC) {RR) {DA) Basis of Classification
APPLICATIONS OF FUNDS
Surfzce Water Management Admin
Salaries and Wages
Salaries & Wages $367,542 $367,542 $0 $0 $0  As Net Plant
Cvertime 7,875 7.875 a Q 0 As Net Plant
Total Salaries & Wages $375,4%7 $375,417 £0 50 $0
Parsonnel Benefits
Madicara $5,455 35,455 50 50 $0 As Net Plant
Standard Long Term disability 5.208 5,208 0 0 0 As Net Plant
ICM-401 () Plan 16,779 16,779 0 Q G As Net Plant
ICiM-457 Delerred Comp Plan 683 683 0 1} 0 As Net Piant
Ratirement 28,214 28,214 4] a G As Net Plant
Medical Insurance 42,116 42,118 ¢} 4] 0 As Net Plant
Worker's Compensation 8,558 B.558 Y o] 0 As Net Plant
Unemployment 2,258 2.258 ¥ ¢ 0 As Net Plant
Total Parsonnel Benefits $109,268 $109,268 80 30 50
Suppiies
Office/Operating supplies $21,000 $21,000 $0 $0 $0  As Net Plant
Safety Clathing 1.260 1,260 0 0 0 As Net Plant
Uniforms 929 928 [¢] 4] 0 As Net Plant
Small Toals & Minor Eguipment 3578 3.675 0 4] 0 As Net Plant
Total Suppiies 526,864 326,864 50 50 $0
Other Services and Charges
Professional Services 32,825 32,625 $0 30 $0  As Net Plant
Contract Maintenance 84,000 84,000 O Q 0 As Net Plant
Enginesring & Architectural 5250 5,250 0 0 0 As Net Plarmt
Underground Utllity Locate Service 1,880 1,800 0 0 0 As Net Plant
Material Testing 525 525 a ] 0 As Net Plant
Security Monitoring 1,890 1,890 0 0 0 As Net Plant
Telephone 4,635 4,635 o] 2] 0 As Net Plant
Postage 4 ¢ 0 0 0 100% AC
Meals 144 144 0 0 ¢ As Net Plant
QOperating Rental & Leases 22,660 22,660 ¢} 4 G As Net Plant
Equipment Rentai 84,300 84,300 g 0 G As Net Plant
Water 155 155 ¢ o] 0 As Net Plant
Sewer 155 155 o] 0 0 As Net Plant
Electricily 5,180 6,180 o o 0 As Net Plant
Waste Disposai 6,000 8,000 Q ¢ G As Net Plant
Storm Sewer 0 0 4] g 0 As Net Plant
Equipment Repair & Maintenance 1,875 1.575 8] o] 0 As Net Plant
Registration 2,028 2,029 0 0 0 As Net Plant
Total Other Services & Charges $224,012 3224012 $0 30 $0
Intergovt. Services & Taxes
SWM Basic Services $10,200 50 $10,200 $0 §C 100% AC
SWM Discretionary Services 300 300 0 0 C As Net Plant
In-lieu of Taxes/Fund #001 0 G 0 0 G As Net Plant
Total Intergovt. Sarvices & Taxes $10,500 3300 $10,200 50 50
Total SWH Administration $745,062 $735,862 $10.200 $0 $0
Transfer Payments
Cperating Transfers Cut/Fund #C01 $161,250 30 $161,250 $0 $0 100% AC
Cperating Transfers Cut/Fund #101 o] ¢ 1] g 4]
Cperating Transfers Cut/Fund #501 0 & [+ g g
Total Transfer Payments $161,250 36 $161,250 $0 $0



CITY OF SEATAG - Surface Water Management - Base Case PageZof 2
. EXHIBIT7
Functionalization and Classification of Expenses

Custormner Revenus Birect
Voluma Actual Related  Assignment
Account Type CY 1999 {(VOL} {AC) (RR) (DA) Basis of Classification
Debt Service
1594 SWM Fev. Sond (principail $260,000 $260,000 30 $0 50 As Storm Drains
1984 SWM Rev. Bond (interast) 134,134 $134,131 5G 50 80 As Storm Drains
Debt Registration Costs o 0 0 0 0 As Ali Other Debt
Other Debt Service Gosts ¢ 0 G 0 0 As All Other Dabt
Potential Long-Term Debt Funding o Q a 0 0 As All Other Dbt
Total Debt Service $394,131 $394,13 $0 30 G
Parks & Street Contributions $0 30 §0 30 $0 As 1994 Rev Bond
Net Debt Service $394,131 $384,131 $0 3¢ 30
Capital Improvement Projects
Capitalized Expense $37 698 $37.698 50 30 $0  Ag Net Piant
improvements - Storm Drains 0 0 0 Q 0 As Storm Drains
§ 17Cth St. Drainage 410,000 410,000 0 0 0 As Storm Drains
34th Ave. 5. Drainage 70,000 70,000 0 a 0  As Storm Draing
Spot Drainage Improvemarnts 150,000 150,000 0 Q 0 As Storm Drains
28th/24th Ave. S. & Regional §D ] 0 0 0 0 As Storm Drains
Hilltop Storm Drainags Phase il 0 0 0 0 0 As Storm Drains
Maintenance and Storage Facility 250,000 250,000 0 0 0 As Storage
Surface Water Mgmt. Rate Study 22,000 22,000 0 0 0 As Net Plant
Des Moines Creek CIP {net of Grant §) 2177563 217,753 o] 0 0 As Net Flant
Hilltop Drainage Basin Phase 1§ 200,060 200,000 3 o] 0 As Basin improv
Des Moines Creek Basin Plan Adm 40,000 40,000 g 0 0 As Basin Improv
Miller Craek Basin Plan a G 4] 0 0 As Basin Improv
38th Ave, S, (5.182nd to $.180th St} 180,000 150,000 0 0 0 As Storm Drains
Gther o] Q G 0 0 As Net Plant
Total Capital Improvemeants 51,547,451 $1,547 451 30 30 50
Less: Outside Funding Sources
From Working Cash Fund $447,451 $447 451 $0 $0 $0  As Capital Proj
From Construction Fund 1,000,000 1,000,000 3] 0 0 As Capital Proj
Parks & Recreation 0 6] 0 0 0 As Capital Proj
Streets O o 1} & 0 As Capital Proj
Potential Long-Term Debt Funding ¢ o] 4] 0 0 As Capitai Proj
Total Oulside Funding Scources $1,447,451 1 $1,447 451 30 50 30
Totat Capitat Proj Funded from Rates $100,000 $100,000 50 $0 $0
TOTAL REVENUE REQUIREMENTS 51,401,443 | $1,229,993 $171,450 $0 50
Less: Miscellaneous Revenue
WSDOT SWM Fees $24,700 $21.878 $3,022 $0 50 As Total Rev Requirements
City Street SWM Fees 48,880 42,900 5,980 0 0 As Total Rev Requirements
Investment Interest 77,691 a 0 77,691 0 100% RR
Other Interest Earnings 3,150 ¢ 0 3,180 O 100% RR
Total Misc, Revanue $1584,421 $64,578 $9,002 $80,841 30
TOTAL NET REVENUE REQUIREMENTS 51,247,022 | 81,185,414 $162,448 {$80.841) $0
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Committee Member Response No. 1




June 3, 1999

City of Sea Tac

Surface Water Advisory Committee

Sea Tac City Council ey T4t o~
RECT oL 10000

RE: Recommendations for Surface Water Management

To Whom It May Concern:

The following issues are of concern to me, and shouid be theroughly investigated by the City Council
priar to making a final decision,

1.}

2.}

3)

5)

The amount of increase, 39.6% in the application of funds, over a short four-year period is
excessive. The factors that drive this increase are two fold. The 399,000 increase in salaries
& benefits seems to be high in the current employment environment. Secondly, capitai
projects in excess of $4,000,000.00 over this period seem aggressive. The only equation 1o
keep up with that kind of spending is to raise rates across the board by 10% each year for the
four-year period. | am concemed that both homeowners and businesses would object. My
recommendation in this area is to look closely at the budgeted expenditures and cut them to fit
the market, and consider lengthening the time frame from four years ‘o seven years for the
capital projects.

How to deal with the issue of credits should be considered from an equitable position. When a
homeowner, business or the Port of Seattle expends money to improve the water quality or
surface water flow into the city systern, that expenditure deserves a credit from the tax. There
currently is a one level discount as a credit of the tax. A lengthy discussion in our meetings
centered on the Port's WS area supported by a separate surface water system. Should this
area be discounted completely or at some percentage greater than that being offerad to other
businesses in the City of SeaTac. My concem is, as capital projects such as 247/28" are
improved the ongoing maintenance of the surface water will be bome by the homeowners and
businesses of the City of SeaTac. The benefit and use of that improvement is at least 50%
City of SeaTac and 50% Port of Seattle. Port traffic utifizes the majority of the streets in the city
and should be treated as any business in this city. | recommend that the IWS area at
minimum remain the same plus the approved rate adjustment.

Rate increases should be adjusted eveniy in all classes. ! believe that with a 6 to 7 year
projection the annual rate increase should be less than 6%. That increase will cover the
capita projects and the salary increases. | recommend that both the capital projects and the
budget be reviewed carefully prior to any rate proposal,

There was a brief discussion conceming the School District property. As all city buildings and
projects are subject to the tax so should, at minimum, the vacant or unused property owned by
the School District.

Finally | would fike to see the City of SeaTac take a more regional approach fo surface water
management. Commercial businesses are required to expend hundreds of thousands of
dollars to control the flow and quality of surface water. We then discharge our clean water into
the street storm water system, however most of the sireet water is untreated. A system should
be investigated that would aflow businesses the option to participate in a citywide point of clean
water control rather than being required to build individual systems that do very fitle.

If | can be of further assistance please do not hesitate to contact me.
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Surface Water Rate Advisory Committee TS
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Overall, do you believe the citizen’s are satisfied with the City’s currens lavel
of service for the surface water programs and the utility?

Yes '
] No - If no, please describe below the areas of dissatisfaction -

Should the City maintain their current service levels and programs for the

surface water utility?
| Yes
1 No; if no, does the City need to increase or decrease service levels?

SBE ATTACHES |ETTER |

The City has developed revenue requirement projections for the utility (see P,
12 of Handout #3). Based upon those projections, the City has projected
revenue deficiencies of approximately 40% by calendar year 2002. How
should the City implement any rate adjustments? Provided below are some
options that were discussed at committee meetings. Each option is designed
to increase SWM revenues approximately 40% over time. The rate shown in
the parenthesis is the monthly residential rate and is for illustrative
purposes only. Your suggested changes to the residential rate and all other
rates is discussed in question 10 below. Please check the option that you
believe to be most appropriate, or enter your suggested approach.

[J Option 1 {3 Option 2
1999 —~ 10.0% ($5.50/month) 1993 - 20.0% ($6.00/month)
2000~ 9.1% ($6.00) : 2000~ 0.0% (36.00)
2001 - 8.3% (%6.50) . 2001 - 0.0% (38.00)
2002 - 7.7% ($7.00) 2002 - 16.7% (§7.00)

O Option 3 1 Option 4
1888 -~ B.75% ($5.45/month) 1999~ 5.75% ($5.30/month)
2000~ 8.75% ($5.90) 2000 -~ 5.75% ($5.60)
2001 — 8.,75% (36.45) 2001 - 5.75% (35.80)
2002~ 8.75% (37.00) 2002 -~ 5.75% (36.25)

2008 — 5.75% ($6.60)
2004 ~ 5.75% ($7.00)

£l Option 4 (Input your option) (3 Option 3 (Input your option)
1999 — % 1998 - %
2000 - % 2000 — %o
2001 % 2001 - %
2002 — % 2002 - %

2003 — %
2004 — %

naR/a/a94  THIN 1R-TR rTYs/RY NO 34651 ooz
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4. If you answered “no” to question 2, and believe program service levels should
be reduced, how would you suggest that the City reduce program levels to
offset the projected revenue deficits in the SWM utilicy?

5. At the present time, commercial customers with op-site retention/detention
facilities are provided with a credit of 1 rate category reduction. Please
answer the following questions,

SA. Should commercial customers be provided with a credit for on-site
retention/detention facilities?
Yes
O No

5B. A committee member noted that the reduction using the “1 rate
category approach” provides different dollar and percentage discounts
for customers in different rate categories. Should am alternative to the
existing “1 rate category reduction” approach be proposed?
4= Yes
O No

If yes to 5B, what approach should be used?
0 Option 1 — Flat percentage rate reduction (e.g. 10%)
My suggested % rate reduction would be %
O Option 2 — A flat $/acre discount (e.g.
My suggested $/acre rate reduction would be § /acre
8EE ATRetbd (ETTRA_

6. At the present time, commercial customers are required to maintain their on-
site facilities. This is, in part, the basis for the rate reduction. An alternative
spproach would be to have the City maintain the facilities, but as
comipensation for the service, not provide the rate reduction. This would be a
service option to the property owner who does not want to incur the cost and
effort required to properly maintain their facilities. The property owner
would still have the option of maintaining their own facilities and receiving a
rate reductionn. Should the service alternative of having the City maintain
customer on-sgite facilities be offered? ‘

Bl.  Yes
| Neo

A sAA AM MITIT AL to rovr v wn 2antkt [Anana
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7. The Port of Seattle (SeaTac Airport) has a portion of their facility in which
they collect all the stormwater and it is piped to a wastewater treatment
facility, treated and then discharged directly to Puget Sound. Therefore, this
area does not have a direct impact on the City’s surface water volumes and
local streams. This area of the airport has been characterized as the
Industrial Waste System area or “IWS area.” Please answer the following
questions and provide any comments, as you feel appropriate.

6A. The Port should receive a credit for the IWS area
Yes '
& No
6C. Ifyou answered “yes” to 6A, for the IWS area, the Port should receive a
credit of (answer one): _
rats categories [specify number of rote cotegory recuctions]; or
percent (%) [specify percentage — e.g. 50%]; or
dollaxs (3) [specify specific dollar credii, e.g. §100,000]
s ATTACKHED LR TR
7. A rate reduction credit is currently provided to the school district's for the
educational programs that they provide on storm water and water quality.
This rate reduction credit is presently applied to all school parcels. Should
the credit be applied only to the district’s classroom facilities (parcels), as
opposed to administrative and maintenance facilities (parcels)?

Yl Yes
O No

8. Should the rate structure for the very light category be changed from a rate
per parcel fo a rate per acre?

[ Yes
.| No ?
3. Do you have any other comments or issues that you would like to see the City

Council review as a part of the rate study? You may write on the back side of
this form if more space is required.

06/03/98 THU 16:16 [TI/RX NO 5495] doos
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City of SeaTac
Worksheet to Determine Proposed Rate Adjustments

10. The fnal policy issue is the determination of rates by class of service,
considering the issues discussed above (i.e. averall revenue adjustments,
credits to the Port for the IWS, etc.).

The worksheet on the n page should be used to determine vour
recommendations for proposed rates by classes of service. This worksheet is

similar to the one shown at the last committee meeting. Provided below is a
simple set of directions for completing the worksheet.

Directions for the Worksheet on the Next Page:

Step 1 — Determine the overall level of rate revenue adjustment. This line is shown
on the worksheet on the next page, near the bottom. You will see the hine
that appears as follows:

Target Revenues = $1,210,833 x 1. % =3

You should enter your assumed % rate adjustment for the first vear. Your
assumed % should match to your answer to question 3 for 1999. Complete
this calculation, and enter the target level of revenues. For exampie, if you
assumed a 10% rate adjustment in 1899, the calculation would appear as:

Target Revenue = $1,210,833 x 1.10% = $1.331,916.

Step 2 — Enter your proposed rates for each class of service under column D.
Attached after the worksheet is a summary showing the cost of service
results. This information was provided at the 3 committes meeting. It
may be helpful as a starting point for determining rates. From the
proposed rates, the resulting (calculated) revenues can be determined
{Column F). This is determined by multiplying column D by Column E.
For example, a propesed rate of $65.00 for residential results in proposed
revenues of $355,550 ($65.00 x 5,470 parcels). Complete this calculation
for each class of service,

Step 3 — Compare the total of the calculated revenues to the target level 6f revenues
(step 1). The total of the calculated revenues should match as closely as
possible the target level of revenues. If they are significantly different, go
back to step 2 and adjust the rates by class of service to either increase or
dacrease the calculated revenues.

Step 4 — Once you are satisfied that the caleulated revenues match your target
revenues, complete columns G and H to determine the change in rates in
terms of both dollars and percentage.

~ AcHED WETTER
SEE AR .

ftR/N3/0a THIT 1a-14 rry /ey Nn s4ax1 Aane
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Worksheet to Determine Proposed Rates — CY 2000

Naotes; Plea.se read the worksheet cl;rectwns an MMM

Gaiculated $ %
Classes Presant Prasent Propossd Parcels! Rsvenues Change Change
Service Revenues Rates Ratss Acras Lol.DxE ColB-C Goi.G+C

(A) (&) © @ ® " (G} {H)
Residentizf §328,200 $80.00 § 5470 5 L3 3
Mabile Homes 8,420 $60.0¢ § 107 3 s Ye
Very Light 18,380 s$s0.00 § 173§ $ %
Light 24 1IT $122.11 & 198 % 5 v.3
Moderate 45,382 $252.85 % 182 3 s Ve
Moderataly Hoavy g8 448 348845 3 184 $ $ A
Heavy 120,296 $6819.29 § %4 $ $ Y%
Vary Heavy 111,818 $811.17 3 138 3 b} %
Port ~ WS 91.858 325295 3§ 383 $ g Yo
. Port — All Othar 389,124 §252.95 § 1,459 3 3 o
Port - 3rd Runway 14,232 $60.00 § 237  § 3 Ve
Tetal $1,210,333 $ ] % %

Target Revenues = $1,210,833x 1. %= §

Fort - (WS $91,856 25235 § s

Port — All Other 389,124 $252.98 § $

Part - 3rd Runway 34,232 $z8.38 § $

Tetal 478242 $230.71 $
5

06/03/99 THU 18:18 [(TX/RX NO 54951 Boo7v
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Gity of SeaTac
Summary of the Cost of Service Study

Provided below is a summary of the cost of service study and various scemariocs
developed. The “base case” scenario assumes no credits are provided for the Port's
IWS area. The columns showing 25%, 50% and 100% indicate an increasing credit
to the Port's WS area. As the credit to the IWS area is increased (rate reduced),
the rates to all other customers must be increased to collect the same overall level of
revenue, .

Tkis page is provided simply as a reference to assist you in developing the proposed
rate worksheet on the previous page.

Summary of the Cost of Service Resuits

wWs ws ws
Classes Base Credit of Credlt of Credit of
Service Case 25% 0% 100%
(A) {D} (E} {F) (G}
Residental $60.34 $62.18 $84.20 $68.58
Muobile Homas $561.80 $63.50 $65.58 $70.11
Yery Light $60.00 $71.46 37392 $79.33
Light $111.52 . $118.87 $122.74 $135.47
Moderate $246.65 $258.69 $271.89 $299.31
Moderately Haawvy $3s5.23 $378.83 $395.70 $437.20
Heavy $472.37 $435.13 $520.08 $574.48
Very Heavy $550.40 $577.17 $606.51 $670.08
Port — WS $539.75 $419.83 §288.42 $0.00
Port - All Other $222.05 $232.76 $244.49 §270.59
Port - 3rd Runway $130.78 $134.79 $139.13 $149.11
Total
Part - WS $339.75 $419.83 $2488.42 $0.00
Port - Al Gthaer $222.08 $232.78 $244.43 $270.59
Part « 3rd Runway $130.78 ) $134.79 $139.19 $149.11
Tatal )
8
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CHARMA K. RUSSEFF
2819 South 135¢th St.
SeaTac, Washington 98168-3875

June 1[4, 1999

City of SeaTac
17900 International Blvd., Suite 401
SeaTac, Washington 98188-4236

Attention: Mr. Donald G. Monaghan, P.E.
Assistant Director of Public Works

Economic & Engineering Services, Inc.
PO Box 1989
Bellevue, Washington 98009

Aftention: Mr. Tom Gould
Project Manager

SUBIJECT: Surface Water Management Rate Study Advisory Committee

Gentlemen:

It is unfortunate that further meetings could not have been scheduled to answer unresolved questions that
have resulted from the June 2°® meeting and receipt of the rate survey questionnaire.

For me, the most important question is “Why is there a deficit?” Y ou have given me all the supporting
data that indicates such a deficit does exist but “Whp? "

In October 1998, a copy of the historical budget & capital expenditures was requested and submitted to the
committee for the period 1995 through 1997, You stated that “historical budget and capital expenditure
data generally has little value” when forecasting future rate increases. [ would disagree based upon the
following information selected from that history:

e Revenues History (Period covered 1993-97)
343.833.00.000 Storm Drainage Fees & Charges increased approximately 1.9%.

e Expenditure History {Period covered 1995-97)
538.20.10 - Regular & Part Time Wages increased 64.4%
538.20.20 - Personnel Benefits increased 82%

Clearly, just in comparison of these two expenditures, they far exceed revenue being received prior to the
deficit we now are asked to consider for rate increases.

From my historical files on the City of SeaTac, I found the following information:

e  Since incorporation, SWM fees have increased a total of 100% ($29.89 in 1990 to $45.00 in 1993:
$60.00 to 1994). Rates have remained the same since 1594,



o In 1994 a $4.5 Million Revenue Bond was issued which identified 14 specific projects for
implementation with these funds. Six of these projects remain incomplete in 1999.

The City of SeaTac has projected an increase of approximately 21.4% for Salaries & Benefits alone
through 2002 with oniy a 2% anticipated increase in revenues.

QUESTIONS:

o I3 it possible that the City of SeaTac needs to review its internal expenditures in correjation to revenues
versus asking for the public to subsidize the deficiency ahead? An individual certaimly cannot justify
an increase in salary based upon his/her expenses exceeding income.

& Why haven’t the projects funded in 1994 been completed? Are funds being used to cover increased
expenditures that appear to be excessively high?

%  1f the purpose of projects is to repair, replace and upgrade the system, why then, upon their
completion, do expenditures not decrease?

< Why do SWM expenditures continue to increase if the Port of Seattle and other businesses handle run-
off issues? Again, it would appear to me this would decrease the amount of expenditures required by
SeaTac.

% How many parcels @ 560 cach have been lost as a direct result of the Port of Seattle since the last
SWM rate increase in 19947

& What does the Port of Seattle pay for an acre that previously would have generated revenues for each
parcel built on that acreage?

<  What was the cost of services for each specific classification in 19947
% Inresponse to a flooding event, what is the City’s priority — residentiai, business or Port?

For myself, too many questions remain unresolved to offer an opinion on any rate increase based upon the
information made available that could be considered fair and equitable. As  stated previously, from an
individual taxpayer standpoint, we do no have the power to increase our level of income because we have
failed to budget our finds property. The Port of Seattle and businesses can pass along increases directly to
their customers and still maintain their present level of income.

Without answers to my guestions, for the record, my response to the questionnaire is that perhaps the city
of Seatac needs io take a closer look at its’ expenditures before it asks the its’ citizens and businesses for
further increases. Again, it is unfortunate the meetings were not held as originally planned so that we, as a
committee, could receive, as well as question, the information necessary to make an intelligent response.

Respectfully submitted,

Lobrn I fEorary

Charma Russeff

SMW Rate Survey Page 2 06/15/99
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City of SeaTac
Surface Water Rate Advisory Committee

1. QOverall, do you believe the citizen’s are satisfied with the City’s current level

of service for the surface water programs and the utility?
Yes '
(] No - If no, please describe below the areas of dissatisfaction -

2. Should the City maintain their current service levels and programs for the
surface water utility?
Yes
. No; if ne, dees the City need to increase or decrease servics levels?
3. The City has developed revenue reguirement projections for the utility {see P.

12 of Handout #3). Based upon those projections, the City has projected
revenue deficiencies of approximately 40% by calendar year 2002. How
should the City implement any rate adjustments? Provided below are some
options that were discussed at committee meetings. Each option is designed
to increase SWM revenues approximately 40% over time. The rate shown in
the parenthesis is the monthly residential rate and is for illustrative
purposes only. Your suggested changes to the residential rate and all other
rates is discussed in guestion 10 below. Please check the option that you
believe to be most appropriate, or enter your suggested, approach.

1 Option 1 OO0 Option 2
1989 - 10.0% (38.50/month) 1999 - 20.0% (36.00/month)
2000 - 9.1% (36.00) . 2000—- 0.0% (§6.00Q)
2001 - 8.3% (36.30) . 2001~ 0.0% (36.00)
2002 - T.7% (87.00) 2002 — 16.7% ($7.00)
[0 Option 3 00 Option 4
1999 = 8.75% ($5.45/month) 1898~ 5.75% (83.30/month)
2000- 8.75% (35.80) 2000 - 5.75% (35.80)
2001 — B8.75% ($6.45) 2001 - 5.75% (35.80)
2002 - 8.75% (37.00) 2002~ 5.75% ($6.25)

2003 -~ B.75% (36.60)
2004~ 35.75% (37.00)

% Option 4 (Input your option) {0 Option 5 (Input your option)
1999 - é % 1999 - %

2000 ~ % 2000 — %

2001 — Z% % 2001~-___ %

2002 - L % 2002 ~ %

WE ARE ox 7ep OF THE AL ST ’
vE  SHoolD BE CHEAFER THAN E—
iy CrrES SRE L O IFAY .
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4. If you answered “no” to question 2, and believe program service levels should
be reduced, how would you suggest that the City reduce program levels to
cffset the projected revenue deficits i the SWM utility?
ATIES

J LOOK AT THE twoRK Tosk ox /750
] A0OIC AT THE croRC PoME O Séé 7 Ar> THIYK
Coudld
A LyITCE NPORE TH NS LB
%;Z]:{ﬁ A C:.O/ N0 2 {Q{L cwl /“’747/‘//2'/

5. At the present time, commercial customers with on-site retention/detention
facilities are prowded with 2 credit of 1 rate category reduction. Please
answeyr the following questions,

5A. Should commercial customers be provided with a credit for on-site
retention/detention facilities?
B Yes
[} No

5B. A committee member noted that the reduction using the “1 rate
category approach” provides different dollar and percentage discounts
for customers in different rate categories. Should an alternmative to the
existing “1 rate category reduction” approach be proposed?

A Yes
O No

If yes to 5B, what approach should be used?
O Option 1 - Flat percentage rate reduction (e.g. 10%)
My suggestad % rate reduction would be %
1 Option 2 — A flat $/acre discount (e.g.
My suggested $/acre rate reduction would be 3 facre
VEPENOING o SITE @OF TETEN 7O/ SysTE
6. At the present time, commercial customers are required to maintain their on-
site facilities. This is, in part, the basis for the rate reduction. An alternative
approach would be to have the City maintain the facilities, but as
compensation for the service, not provide the rate reduction. This would be a
service option to the property owner who does not want to incur the cost and
effort required to properly maintain their facilities. The property owner
would still have the option of maintaining their own facilities and receiving a
rate reduction. Should the service alternative of having the City maintain
customer on-site facilities be offered?

Yes
K No | B o
CoovemrosnT 7S To Bic Ano (62 Ex pe eIV~

— 0wt A7
Nows | RETS S7AKE THE BRUS ESSES T T/

D CoT G ourrEs T E R ESE
2
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The Port of Seattle (SeaTac Airport) bas a portion of their facility in which
they collect all the stormwater and it is piped to a wastewater treatment
facility, treated and then discharged directly to Puget Sound. Therefore, this
area does not have a direct impact on the City’s surface water volumes and
local streams. This area of the airport has been characterized as the
Industrial Waste System area or “IWS area.” Please answer the following
questions and provide any comments, as you feel appropriate.

BA. Port should receive a credit for the IWS area o TIRECTA /l/

CRH'T FPIER/EIE /(7 /S 7
0 3;23 //v(f'o ’rgcﬂoc;ff?"zsod"fb: JF ITEEPIPER (170

f“'ﬂm T THEY ShooiD = CRARGAD
6C. Ifyou answ/e%e “/yes” toféz. for the IWS area, the Port shcgurid receive a

credit of (answer one):
rate categories [specify number of ratz category reductionsl; or
percent (%) [specify percentage — e.g. 50%f: or
dollars (8) [epecify specific dellar credit, e.g. $100,000]

COST GFf ALamlTAMMG ST REAPB
A rate reduction credit is currently provided to the school district’s for the
educational programs that they provide on storm water and water quality.
This rate reduction credit is presently applied to all school parcels. Should
the credit be applied only to the district’s classroom facilities (parcels), as
opposed to administrative and maintenance facilities (parcels)?
O Yes
ﬁ No -—77@5/ Mpue Vg AIT7TCE LA 7THZR2 a‘?f{?'/z-’ﬁ/?"ﬁ:‘xﬂ/

Sy ST S :

Should the rate structure for the very light category be changed from a rate
per parcel to a rate per acre?

O Yes I ThEy MABE e UATER  TIETENTT OV
E No 5.)/57#5/‘—75 e mce‘ T E S a7 A
5 0OTT 7 anes

Do you have any octher comments or issues that you would like to see the City
Council review as a part of the rate study? You may write on the back side of
this form if more space is required.

VSIHG ocup. ScwxoelsS fJs 4 CresSS SECT/or/

ot THE FrEoPLE LI JAr THAE FJ/?—/ o§ Sz
~TAC YOO Cger SEL TTHEY ARE K/vwa RO

Ry Te gy © |
FReG@Rn L€ SHeO LD TRY AR GET

2 onrr A COLERMIE ST 5@050’9/
THNE
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City of SeaTac
Worksheet to Determine Proposed Rate Adjustments

10. The final policy issue is the determination of rates by class of service,
cousidering the issues discussed above (ie. overall revenue adjustments,
credits to the Port for the IWS, atc.).

rEsheet on e T page should be used to determine your
recommendations for proposed rates by classes of service. This worksheet is
similar to the one shown at the last committee meeting. Provided below is a
simple set of directions for completing the worksheet.

Directions for the Worksheet on the Next Page:

Step 1 — Determine the overall level of rate revenue adjustment. This line is showa
on the worksheet on the next page, near the bottom. You will see the lne
that appears as follows:

Target Revenues = $1,210,833 x 1. % =3

You should enter your assumed % rate adjustment for the first year. Your
assumed % should match to your answer to questicn 3 for 1999. Complete
this calculation, and enter the target level of revenues. For example, if you
assumed a 10% rate adjustment in 1999, the calculation would appear as:

Target Revenue = $1,210,833 x 1.10% = $1,331,916.

Step 2 — Enter your proposed rates for each class of service under column D.
Attached after the worksheet is a summary showing the cost of service
results. This information was provided at the 3™ committee meeting. It
may be helpful as a starting point for determining rates. From the
proposed rates, the resulting (calculated) revenues can be determinmed
(Column F). This is determined by multiplying columpn D by Column E.
For example, a proposed rate of $65.00 for residential results in proposed
revenues of $355,550 (865.00 x 5,470 parcels). Complete this calculation
for each class of service.

Step 3 — Compare the total of the calculated revenues to the target level of revenues
(step 1). The total of the caleulated revenues should mateh as closely as
possible the target level of rovenues. If they are significantly different, go
back to step 2 and adjust the rates by class of service to either increase or
decrease the calculated revenues.

Step 4 — Once you are satisfied that the calculated revenues match vour target

revenues, complete columns G and H to determine the change in rates in
terms of both dollars and percentage.

06/03/99 THU 16:16 {TI/RX NO 5495] ‘@ooe
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Worksheet o Determine Proposed Rates - CY 2000

Notes: Please read the work ¢ directions on the previous page
[t is guagested that vou use a pencil to gllow for changes and corrections

&, £k ELS

Gajculsted s %
Classes Pressnt Prasent Proposed Paresls/ Revenuss Change Change
Service Revenues Rates Rates Acras Col. DsE ColD=C ColE*C
(A} &) © ©) € ® (&) "
Residentizi $328,200 $60.00 § 5470 % $ %
Mobils Homes 8,420 560.00 3 107 $ g %
Very Light 10,330 $60.00 § 73 3 $ "%
Light 24927 812211 % 198 $ 5 Y
Maderate 45,982 §25295 3 182 $ 3 Yo
Moderatsly Heavy 88,418 348845 § 181 $ $ Y
Heavy 120,298 $619.29 3 194 % 3 Yo
Vary Heavy 111,818 $81147 S 138 3 3 %
Port— WS 31,858 $252.95 § 363 $ 5 Yo
Port — All Other 388,124 $38295 § 1,459 3 $ %
Port - 3rd Runway 14,232 $80.00 $ 237§ 3 Yo
Total $1,210,833 % $ $ %
Target Revenues = $1,210,833x1.___ %= §
Port - (WS 391,856 $25295 § 3
Port — All Other 389,124 328285 § $
Part - 3rd Runway 14,232 $58.38 § $
Total $478, 212 §230.71 %

S THIMIC oo SHULEE SPReRP Yoo o RiC
— Lo A Koveer T g SCHEOULE

,CO.,A (,) O
- 7 (- g/fSr
So wE@ oo RETT T HESE 3G oAl CREA

JEIMERATIOA /S 3 7 _’UKF{ /zur‘fﬂla/éé PLENTY

C L AL S A 5‘7:: //chz,eg/;;é SKHoul
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City of SeaTac
Summary of the Cost of Service Study

Provided below is a summary of the cost of service study and various scenarios
developed. The “base case” scenario assumes no credits are provided for the Port's
IWS area. The columns showing 25%, 50% and 100% indicate an increasing credit
to the Port’s IWS area. As the credit to the IWS area is increased (rate reduced),
the rates to all other customers must be increaged to collect the same overall level of
ravenue.

This page is provided simply as a reference to assist you in develoning the proposed
rate worksheet on the previous page.

Summary of the Cost of Service Resuits

wWs W3 WS
Classes Base Credit of Credit of Credit of
Setvice Case 25% 0% 100%
{A) (D} {E} {F} {G)
Residential $680.234 £52.18 584.20 $68.58
Mobile Homes $61.80 $63.50 £85.54 $70.11
Very Light $60.00 $71.46 $73.92 $79.33
Llight $111.52 $118.87 $122.74 $138.47
Modarata $246.65 %248 69 $271.838 $298.31
Moderately Heavy $359.23 $378.63 $395.70 $437.20
Heavy $472.37 $4585.13 §520.08 $574.48
Very Heavy $550.40 517 AT $606.51 $670.08
Port — WS $538.75 $419.83 $288.42 $%0.00
Port - All Cther §222.05 $232.78 $244 .49 £270.59
Port - 3rd Runway $130.78 $134.79 5139.19 $149.11
Tatal
Port - WS $539.75 £€419.33 $288.42 $0.00
Post - All Qther $222.05 $232.78 $244.48 $270.59
Port - 3rd Runway $130.78 ) $134.79 $139.19 $148.11
Total '
8

OVER
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City of SeaTac
Surface Water Rate Advisory Committee

Overall, do you believe the citizen’s are satisfied with the City's current level
of service for the surface water programs and the utility?

jo Yes

Y | No - If no, please describe below the areas of dissatisfaction -

LR - . -
“ ‘K oF watAy ATTENTIonN To MO 7TENANCE

Should the City maintain their current service levels and programs for the
surface water utility?
[ Yes
= No; if no, does the City need to increase or decrease service levels?
ZNCreaSE SE@VICE .
The City has developed revenue requirement projections for the utility (see P.
12 of Handout #3). Based upon those projections, the City has projected
revenue deficiencies of approximately 40% by calendar year 2002. How
should the City implement any rate adjustments? Provided below are some
options that were discussed at committee meetings. Each option is designed
to increase SWM revenues approximately 40% over time. The rate shown in
the parenthesis is the monthly residential rate and is for illustrative
purposes onlv. Your suggested changes to the residential rate and all other
rates is discussed in question 10 below. Please check the option that you
believe to be most appropriate, or enter your suggested approach.

&I Optionl 0 Opton?2
1999~ 10.0% (35.50/month) 1998 - 20.0% ($6.00/manth)
2000 -~ 8.1% ($6.00) . 2000~ 0.0% (§6.00)
2001 - B.3% (%8.530) . 2001~ 0.0% ($6.00)
2002 - 17.7% (37.00) 2002 — 16.7% ($7.00)
O Option 3 . B Option 4
1999 - 8.75% ($5.45/month) 1898 -  5.75% (35.30/month)
2000~ 8.75% (%5.80) 2000~ 5.75% (35.60)
2001 - B8.75% ($8.45) 2001 - 5.75% ($5.90)
2002 - 8.,75% ($7.00) 2002~ 5.75% (36.25)

2003 -~  5.75% ($6.60)
2004 - 5.75% ($7.00)

X Option 4 (Input your option) O Option 5 (Input your option)
1999 -_4C % 1359 - Y
2000 — % 2000 - Y
200 L —-__ % 2001 - Y
2008 — Yo ' 2002 - b

2003 — %
2004 - %

06/03/9% THU 16:16 [TX/RX NO 5485} @oaaa
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If you answered “no” to question 2, and helieve prugram service levels should
be reduced, how would you suggest that the City reduce program levels to
offset the projected revenue deficits in the SWM utility?

N/A

At the present time, commercia] customers with on-sita retention/detention
facilities are provided with 2 credit of 1 rate category reduction. Please
answer the following questions,

3A. Should commercial customers be provided with a credit for on-site
retention/detention facilities?

B Yes
[ No

3B. A committee member noted that the reduction using the “1 rate
categery approach” provides different dollar and percentage discounts
for customers in different rate categories. Should an altermative to the
existing “1 rate category reduction” approach be proposed?
B Yes
[} No

If yes to 5B, what approach should be used?
Cption 1 — Flat percentage rate reduction (e.g. 10%)
My suggested % rate reduction wouldbe __ 10 %
0 Option 2 - A flat $/acre discount (e.g.
My suggested $/acre rate reduction would be 3 /acre

At the present time, commercial customers are required to maintain their on-
site facilities. This is, in part, the basis for the rate reduction. An alternative
approach would be to have the City maintain the facilities, but as
compensation for the service, not provide the rate reduction. This would be 2
service option to the property owner who does not want to incur the cost and
effort required to properly maintain their facilifes. The property owner
would still have the option of maintaining their own facilities and receiving a
rate reduction. Should the service alternative of having the City maintain
customer on-site facilities be offered?

[ Yes

B’ No

06/03/9% THU 16:16 [TX/RX NO 5495) doo04



7. The Port of Seattle (SeaTac Airport) has a portion of their facility in which
they collect all the stormwater and it is piped to a wastewater treatrment
facility, treated and then discharged directly to Puget Sound. Therefore, this
area does not have a direct impact on the City’s surface water volumes and
local streams. This area of the airport has been characterized as the
Tndustrial Waste System area or “IWS ares.” Please answer the following
questions and provide any comments, as you feel appropriate.

6A. The Port should receive a credit for the TWS area
& Yes '
[, No
6C. Ifyou answered “yes” to B4, for the IWS area, the Port should receive a
credit of (answer one):
rete categories [specify number of rote cotegory reductionsl; or
percent (%) [specify percentage — e.g. 50%/; or
dollars (3) [specify specific dollar credit, e.g. §100,000]

7. A rate reduction credit is currently provided to the school district’s for the
educational programs that they provide on storm water and water gquality.
This rate reduction credit 1s presently applied to all school parcels. Should
the credit be applied only to the district's classroom facilities (parcels), as
opposed to administrative and maintenance facilities (parcels)?
3 Yes
B No

8. Should the rate structure for the very light category be changed from a rate
per parcel to a rate per acre?

5 Yes - <o .
2N NI HiNtMuM OF &¢3,00

9, Do you have any other comments or issues that you would like to see the City
Council review as a part of the rate study? You may write on the back side of
this form if more space is required.’

T BELIcvE THE Mit)FioE DRAZNAGE NEaR 28/54 TH
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City of SeaTac .
Worksheet to Determine Proposed Rate Adjustments

10. The final policy issue is the determination of rates by class of gervice,
consgidering the issues discussed above (i.e. overall revenue adjustments,
credits to the Port for the TWS, etc.).

\ - age should be used to determine vour
recommendanons for proposed rates by classes of service. This worksheet is
gimilar to the one shown at the last committee meeting. Provided below is a
simple set of directions for completing the worksheet.

Directions for the Worhksheet on the Next Page:

Step 1 — Determine the overal] level of rate revenue adjustment. This line is shown
or the worksheet on the next page, near the bottom. You will see the line
that appears as follows:

Target Revenues = $1,210,833 x 1._4C% =§

You should enter vour assumed % rate adjustment for the first year. Your
assumed % should match to your answer to question 3 for 1999, Complete
this calculation, and enter the target level of revenues, For example, if you
assumed a 10% rate adjustment in 1989, the caleulation would appear as:

Tazget Revenue = $1,210,833 x 1.10% = $1,331,916.

Step 2 — Enter your proposed rates for each class of service under column D.
Attached after the worksheet is a2 summary showing the cost of service
results. This information was provided at the 3~ committee meeting. It
may be helpful as a starting point for determining rates. From the
proposed rates, the resulting (calculated) revenues can be determined
(Column F). This is determined by multiplying column D by Column E.
For example, a proposed rate of $§65.00 for residential results in proposed
revenues of $355,550 ($85.00 x 5,470 parcels). Complete this calculation
for each class of service.

Step 3 — Compare the total of the calculated revenues to the target level of reverues
(step 1). The total of the calculated revenues should match as closely as
possible the target level of revenues. If they are significantly different, go
back to step 2 and adjust the rates by class of service to either increase or
decrease the calculated revenues.

Step 4 — Once you are satisfied that the calculated revenues match your target

revenues, tomplete columns G and H to determine the change in rates in
terms of both dollars and percentage.

06/03/99 THU 16:16 [TX/RX NO 54851 @006



Worksheet to Determine Proposed Rates - CY 2000

Note Please read the warksheet dwectmns on the M

Calculated $ %
Classes Present Prasent Proposad Pamasls/ Revenues Change Change
Servica Resvenues Rates Rsates Acres ColDxE CotDB~C ColG2*C
) {®) © ®y ® ® (&) (H)
Residerrtial §328,200 $60.00 $ 5470 § S %
Mobile Homes 8,420 360.00 3 07 3 $ Yo
Very Light 40,380 seo00  $____ 173 3 $ %
Light 24427 $12211  § 188 $ 5 %
Meoderate 45,982 £252.95 % 182 3 g A
Moderately Heavy 88,418 548845 3% 181 s 5 %
Heavy $20,298 5613.29 § 184  § 3 %
Vary Heavy 141,818 $811.17 5 138 $ 3 o
Port —~ WS 91,456 $25295 3§ 383 $ 3 Yo
Port — All Other : 389,124 §252.85 3 1,458 % 3 %
Paort - 3rd Runway 34,232 §660.00 § 237 5 3 e
Total $1,210,833 s, $ % %
Target Ravenues = 51,210,833 x 1.___ %= 5
Part - WS 591,856 %25295 § 5
Port — All Other 389,124 §25295 § §
Port - 3rd Runway 14,232 $52.36 § $
Total 8478212 $230.71 5
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City of SeaTac
Summary of the Cost of Service Study

Provided below is a Summary of the cost of service study and varions scepariss
developed, The “base case” scanaric assumaes mp credits are provided for the Port’s
IWS area. The columne showing 25%, 50% and 100% Indicate an increasing credit
to the Port's IWS area. As the credit to the IWS area is increased (rate reduced),
the rates to a]j other customers mugt be Increased to collect the same overal] level of

Summary of the Cost of Service Results

ws IWws ws
Classes Base Credit of Credit of Credit of
Service Case 25% 0% 100%
(A) {D) {E) F - (G}
Residentiaf $680.34 $62.18 $84.20 $68.58
Mobile Homes $61.80 $63.50 $65.58 $70.11
Very Light $60.00 871.48 . $73.52 $79.33
Light $111.52 $116.87 ' $122.74 $135.47
Modarate $246.55 $258 59 $271.89 $299.31
Moderately Haavy $359.23 $376.53 $395.70 $437.20
Heaavy $472.37 $495 13 $520.08 $574.43
Very Heavy $550.40 $577.17 $606.51 $670.08
Port - ws $539.75 $415.83 $288.42 $0.00
Port - &ll Other $222 05 $232.78 $244.49 227059
Port - 3rd Runway $130.73 $134.79 $139.19 $149.11
Total
Port - iws $533.75 $419.83 $232.42 $0.00
Port - All Other §222 05 $232.78 $244.49 $270.59
Port - 3rd Runway $130.78 ) $134.79 $139.19 $149.11
Total ’
5
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ORDINANCE NO. __ 93-1042

AN ORDINANCE of the City Council of the City of SeaTac,
Washington amending the Surface Water Management Program and
establishing a rate structure.

WHEREAS, the City Council, in the absence of staff and equipment, initially passed
Resolution No. 90-48 appointing King County as the City’s agent, pursuant to an approved
Interlocal Agreement (ILA) for surface water management services and for charging and
collection of surface water management fees; and

WHEREAS, through Ordinance No. 90-1016, adopted February 13, 1990, now codified
as Chapter 12.10 of the SeaTac Municipal Code, the Council adopted by reference a number of
Sections of Chapter 9.08, King County Code, to constitute the City’s surface water management
program and rate structure substantially conforming to the County program, as required by the
said ILA; and

WHEREAS, because King County thereafter updated its surface water design manual,
the City Council adopted Ordinance No. 90-1046, on August 14, 1990, which established
definitions, requirements for drainage review and engineering plans, standards for construction of
storm drainage control facilities, provisions for bonds and insurance, and requirements for
maintenance of retention/detention facilities, all in conformance with the new County standards;
and

WHEREAS, due to the Council’s concern with a substantial surface water management
fee increase by King County, and in recognition of professional staff then employed by the City,
Ordinance No. 92-1004 was adopted on February 10, 1992, to transfer- surface water

management authority from King County to the City’s Public Works Director (but retaining King
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County as collecting and disbursing agent) and establishing a rate structure considerably less than
that of the rates of King County; and

WHEREAS, as a “technical corrections” matter, the Council adopted Ordinance No. 92~
1007 on February 25, 1992, to effect certain amendments including reductions to certain rates and
acknowledging pre-emption of RCW 90.03.525 as to rates pertaining to state highways; and

WHEREAS, following conclusion of a surface water management system review and
evaluation, the City Council adopted Ordinance No. 92-1052, on December 8, 1992, establishing
a new, and increased, rate structure for surface water management fees applicable to the year
1993 and to the year 1994 and thereafter; and

WHEREAS, following consideration of public improvements benefiting surface water
management facilities, the Council, by Ordinance No. 93-1045, enacted on November 23, 1993,
exempted City roads and streets to the same extent as the exemption applicable to state highways,
and further provided for a rate adjustment, in lieu of King County’s one-class adjustment, of 25%
of the surface water management fee applicable to properties in the residential, VL and L classes
served by local retention/detention facilities; and

WHEREAS, in conjunction with a general amendment of authority, the City Council
changed the surface water management official from the Public Works Director to the City
Manager by Ordinance No. 95-1012, adopted on March 28, 1995; and

WHEREAS, in recognition of a substantially amended King County Surface Water
Design Manual, the City Council enacted Ordinance No. 98-1054, on December 8, 1998, which
eliminated the “purpose” statement of SMC 12.10.010, adopted the 1998 Edition of the County
Surface Water Design Manual, and repealed various definitions and provisions of the SeaTac

Municipal Code of which were included in the new Surface Water Design Manual; and
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WHEREAS, a dispute arose between the City and the Port of Seattle in regard to
respective municipal powers and jurisdiction, including authority of the City to impose surface
water management fees against Port property devoted to the Seattle-Tacoma International
Airport, which dispute resulted in a declaratory judgment lawsuit; and

WHEREAS, the City and the Port, over a considerable period of time, negotiated an
Interlocal Agreement (ILA), as authorized by Chapter 39.34 RCW, effective September 4, 1997,
to resolve the aforesaid lawsuit and to establish the relative jurisdictional authorities of the two
parties; and

WHEREAS, Section 3 and Exhibit B to the said ILA acknowledged the salutory
purposes of surface water management programs and recited that a surface water management
study would be completed to determine whether the fees are accurately and fairly applied to all
property in the City, including the Port’s property, but that adjustments to any fees paid by the
Port will only occur if certain statutory conditions are met; and

WHEREAS, Item 1 of the said Exhibit B, although not a basis for modifying or changing
the City’s SWM program or rates, allows the Port and City to review and jointly discuss whether
rate adjustments are appropriate and whether any fee reduction or rebate should be owed the Port
for City drainage detained and treated by the Port facilities; and

WHEREAS, the requisite surface water management study was completed by Economic
and Engineering Services, Inc. as of September, 1999, a copy of which is available for public
review at the office of the City Clerk; and

WHEREAS, the City is willing to discuss with the Port any rate adjustment over and
beyond that provided by this Ordinance, based upon the said study and the applicable criteria of

RCW 35.67.020 and RCW 90.03.510; and
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WHEREAS, the said study appropriately details surface water management facility needs,
extensions, maintenance, and improvement requirements, and on-going operational expenses, pro-
rated as to each class of percentage of impervious surface; and

WHEREAS, the Council desires to clarify the previous provisions of SMC 12.10.220
which were intended, upon adoption, to eliminate the King County “one class” reduction and to
emplace in lieu thereof the sole reduction of the applicable surface water management fee by 25%
as to only those properties classified as Residential, VL, and L, without any other adjustment
whatsoever;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF SEATAC,
WASHINGTON, DO ORDAIN as follows:

Section 1. Section 12.10.160 of the SeaTac Municipal Code is hereby amended to read as
follows:

12.10,160 Maintenance of subdivisien retention/detention
facilities.

A drainage facility or retention/detention facility located within and
servicine only an individual parcel shall not be accepted by the City for
maintenance and will remain the responsibility of persons holding title to
the property within which the facility is located,

Maintenance of all  subdivision drainage facilities or
retention/detention facilities shall remain the responsibility of the person
required to construct the retention/detention facilities until all conditions of
this section have been met.

Only after all of the following conditions have been met shall the
City assume maintenance of the subdivision retention/detention facility:

A. All of the requirements of SMC 12.10.110 through
12.10.150 have been fully met.

B. All necessary easements of tracts entitling the City to

ingress and egress and to properly maintain the retention/detention facility
have been conveyed to the City and boundary survey stakes established.

Page - 4



C. The Public Works Director has conducted an inspection and
determined that the facility has been properly maintained and is operating
as designed. This inspection shall occur within two (2) years after posting
of the defect and maintenance bond.

Section 2. A new Section 12.10.165 is hereby added to the SeaTac Municipal Code to read
as follows:

12.16.165 Contracts for cleaning.

Any person responsible for the maintenance of a drainage facility
may apply to the Department of Public Works for cleaning services, at
cost, by the City’s storm drain cleaning contractor. “Cleaning” is generally
defined as the removal of trash, debris, and sediment from tanks, vaults,
pipes, catch basins, control structures, flow restrictors, wetvaults, and
oil/water separators requiring maintenance as set forth in Appendix A to
the Surface Water Design Manual.

Section 3. Section 12.10.220 of the SeaTac Municipal Code is hereby amended to read as
follows:

12.10.220 Surface water management program.
A, There is hereby created and established a Surface Water Utility and

SWM Program. implementation of which shall be governed by the SWD
Manual adopted pursuant to Section 12.10.010 of this Code.

B. The Surface Water Management Program is necessary in order to
promote public health, safety and welfare by establishing and operating a
comprehensive approach to surface and storm water problems which would
reduce flooding. erosion and sedimentation, prevent and mitigate habitat
loss. enhance eroundwater recharge and prevent water quality degradation,
This comprehensive approach includes the following elements; basin and
sub-basin planning. land use regulation, construction of facilities,
maintenance. public education, and provision of surface water management
services. The most cost effective and beneficial approach to surface water
management is through preventative actions and protection of the natural
drainage svstem. In approaching surface water problems the Surface
Water Management Program shall give priority to methods which provide
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protection or enhancement of the natural surface water drainage system
over means which primarily involve construction of new drainage facilities
or systems. The purpose of the rates and charges established at Section
12.10.225 is to provide a method for payment of all or any part of the cost
and expense of surface water management services or to pay or securg the
pavment of all or any portion of any issue of general obligation or revenue
bonds issued for such services and facilities. These rates and charges are
necessary in order o promote the public health, safety and welfare by
minimizing uncontrolled surface and storm water, erosion, and water
pollution; to preserve and utilize the many values of the City’s natural
drainace system inciuding water quality, open space. fish and wildlife
habitat. recreation, education, urban separation and drainage facilities; and
to provide for the comprehensive management and administration of
surface water.

C. The following sections of Chapter 9.08 King County Code as now
in effect, and as may be subsequently amended, are adopted by reference,
except that, unless the context indicates otherwise, the word "county" and
the words "King County" shall refer to the Cityz,_and references to County
Caodes shall be deemed references to the Surface Water Design Manual or
Municipal Code, as applicable:

9-08-040———Purpose:

Subsections B through L and N through Q of 9.08.060 Policy.

9.08.090 Billing procedure.

Section 4. Section 12.10.225 of the SeaTac Municipal Code is hereby amended to read as
follows:

12.10.225 Rate structure [effeetive 1994}

A. Surface water management service charges shall be based on the
relative contribution of increased surface and storm water runoff from a
given parcel to the surface and storm water management system, a pro-rata
share of City-wide surface water management services, and the policy
considerations adopted at Section 12.10.220 of this Code. The percentage
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of impervious surfaces on the parcel and the total parcel acreage will be
used to indicate the relative contribution of increased surface and storm
water runoff from the parcel to the surface and storm water management
system. The relative contribution of increased surface and storm water
runoff from each parcel determines that parcel's share of the service-charge
program’s revenue needs. The service charge revenue needs of the
program are based upon all or any part, as determined by the Council with
advice of the Department of Public Works, of the cost and expense within
the service area of maintaining and operating sterm surface water control
facilities, all or any part of the cost and expense of planning, designing,
establishing, acquiring, developing, constructing, and improving any of
such facilities, or to pay or secure the payment of all or any portion of any
issue of general obligation or revenue bonds issued for such purpose.

B. The Department of Public Works shall determine the service
charge for each parcel within the service area by the following
methodology: Residential ard-very-light-nonresidential parcels shall recetve
a flat rate. Parcels shall be classified into the appropriate rate category in
subsection C of this section by their percentage of impervious surface
coverage. Land use codes and data collected from parcel investigations will
be used to determine each parcel's percentage of impervious surface
coverage. After a parcel has been assigned to the appropriate rate category,
the service charge for the parcel will be calculated by multiplying the total
acreage of the parcel times the rate of that category.

C. There is imposed upon all developed properties in the service
area annual service charges as follows:

Impervious
Surface
Class Percentage Rate
Residential (R) * NA $60-0082.80/parcel/year
Very Light (VL) 0-10% $606-0049,50/pareelacre/year
Light (L) 10 - 20% $122-11168.50/acre/year
Moderate (M) % 20 - 45% $252-95349.00/acre/year
Moderately Heavy (MH) £ 45 - 65% $488-45674.00/acre/year
Heavy () = 65 - 85% $619-29855.00/acre/year
Very Heavy (VH) #£ 85-100%  $813-4741,120.00/acre/year
City Roads, State Highways  n/a 1
D. £ The charge for a residential parcel which is owned by and

is the personal residence of a person or persons determined by the King
County Assessor as qualified for a low income senior citizen rate
adjustment or a low income disabled citizen rate adjustment pursuant to
Seetion5-08-680-ef the King-County-Code RCW 84.36.381,0r as the same
may hereafter be amended, shall be $29.89, rather than the rates set forth
above.
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E. %% The minimum service charge for parcels within the VL
class shall be $49.50. and the minimum service charge for parcels within
the L. M. MH. H. and VH classes shall be $68-6682.80/parcel/year. Fhe

o a3y e S0 00
vy
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F. The rate charged mobile home parks shall be $62.10
multiplied by the total number of spaces available for rent or lease,

G. Non-residential parcels upon which are located one or more
retention/detention facility, or _equivalent. designed. engineered, and
maintained to the standards of the Surface Water Design Manual shall be
entitled. upon application. to a rebate equal to 25% of the surface water
management fee which would be applicable to the acreage served by each
facility multiplied by the surface water management fee applicable to that
acreave. Application for rebates shall be submitted prior to QOctober 31 of
each vear in which a rebate is requested. Applications shall include
documentation that the retention/detention facility, or equivalent, has been
maintained in accordance with the requirements of Appendix A of the
Surface Water Desien Manual, If all maintenance has been performed as
required by the said Appendix A, the rebate will be forwarded to the
applicant prior to December 31 of the said year, provided that the annual
surface water management fee applicable to that vear has been paid in full.

H Parcels owned bv a public school district shall be exempt
from surface water management charges, pursuant 1o Section 9.08.060B of
the King County Code.

L The rate charged to the City of SeaTac and/or the
Washington State Department of Transportation for public highways, roads
and right-of-ways will be determined in accordance with RCW 90.03.525.

D-J]. The City Council, by ordinance, may supplement or alter charges
within specific basins or subbasins of the service area so as to charge
properties or parcels of one basin or subbasin for improvements, studies, or
maintenance which the Council deems to provide service or benefit the
property owners of one or more basin(s) or subbasin(s).
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Section 5,
as follows:

A new Section 12.10.227 is hereby added to the SeaTac Municipal Code to read

12.16.227 Rate Adjustments and Appeals.

A. Any person billed for service charges may file a "Request for Rate
Adjustment" with the Public Works Department within three years of the date
from which the bill was sent. However, filing of such a request does not extend
the period for payment of the charge.

B. Requests for rate adjustment may be granted or approved by the
director only when one of the following conditions exists:
1. The acreage of the parcel charged is in error;

The parcel is non-residential and the actual impervious surface
coverage of the parcel charged places it in a different rate category
than the rate category assigned by the Department;

3. The parcel is non-residential and the parcel meets the definition of
open space in section 15.10.435 of this Code. Parcels qualifying
hereunder will be charged only for the area of impervious surface
and at the rate which the parcel is classified under using the total
parcel acreage;

4. The service charge bill was otherwise not calculated in accordance
with the terms of this chapter.

C. The property owner shall have the burden of proving that the rate
adjustment sought should be granted.

D. Decisions on requests for rate adjustments shall be made by the
director based on information submitted by the applicant and by the division within
thirty days of the adjustment request except when additional information is needed.
The applicant shall be notified in writing of the director's decision. If an
adjustment is granted which reduces the charge for the current year or two prior
years, the applicant shall be refunded the amount overpaid in the current and two
prior years.

E. If the director finds that a service charge bill has been
undercharged, then either an amended bill shall be issued which reflects the
increase in the service charge or the undercharged amount will be added to the
next year's bill. The director may include in the bill the amount undercharged for
two previous billing years in addition to the current bill.

F. Decisions of the director on requests for rate adjustments shall be

final unless within thirty days of the date the decision was mailed, the applicant
submits in writing to the director a notice of appeal setting forth a brief statement
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of the grounds for appeal and requesting a hearing before the City Hearing
Examiner. The Examiner's decision shall be a final decision.

Section 6. Section 12.10.230 of the SeaTac Municipal Code shall be amended to read as
follows:

12.10.230 Delinquencies and foreclosures.

Delinquent service charges shall bear interest at the rate of eight percent
(8%) per annum from the date of delinquency until paid. The City shall
have a lien for delinquent service charges, including interest thereon,
against any property subject to service charges. The lien shall be superior
to all other liens and encumbrances except general taxes and local and
special assessments. Such lien shall be effective as to a total amount not in
excess of one vear’s delinquent charges without necessity for any writing

or recording of the lien shall-be—effective—and—shall-be—enforced—and
{efeele&éé—pkﬁ%ﬁ&ﬂt—t@-@h&w—}%%

Section 7. This Ordinance shall be in full force and effect thirty (30) days after passage.
ADOPTED this 58% day of ﬂ?) M ¥N) 1999, and  signed in

authentication thereof on this LZOWL day of %DW’VLM) , 1999,

CITY OF SEATAC

T /derson, Mayor

Approved as to Form:

C W=+ megl s

Robert L. McAdams, City Attorney

[Effective Date: _/; %/%1/457 ]
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