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SULTAN CITY COUNCIL
AGENDA ITEM COVER SHEET

L

ITEM NO: PH-1 E Debt Service
DATE: October 22, 2009
SUBJECT: Debt Service Funds

CONTACT PERSON: Laura Koenig, Clerk/Deputy Finance Director

Summary:
The City has General Obligation debt for the Community Center and Police Equipment.

The City pledges the assets of the city (property taxes) to pay the general obligation bonds
for the Community Center. The Police equipment bonds were a voted issue and additional
property tax is assessed to make annual payments.

The Water and Sewer Funds have revenue bonds and PWTF loans for capital projects.
The assets of the Water and Sewer Utility are pledged to make payments. The source of
funding for payments is user fees, capital facility fees and reserve funds.

203 Limited GO Tax Bond Fund:

In 1999 the City issued bonds for the construction of the Community Center/Library. This
was a council approved bond issue, not a voted issue. The bond payments must be made
from property taxes, REET funds or other general fund sources. REET funds will be used
to make the payments in 2010.

Revenues: $127,000 REET Funds (Funds 301 and 302)

Expense: $126,538 Bond principal and interest

203 GO LIMITED TAX FUND -
REVENUES
2,007 2,008 2,009 2,010

Account Description Actual Actual Adopted Proposed
203-000-308-10-000 Beginning Fund Balance 62,081 63,362 0 0
203-000-361-11-000 Investment Interest 2,704 1,310 0 100
203-000-362-50-000 Rental Income (Post Office) 0 0 0 0
203-000-382-20-000 Interfund Transfer (301) 119,000 60,000 125,000 127,000

TOTAL REVENUES 183,786 124,672 125,000 127,100

203 GO LIMITED TAX FUND - EXPENDITURES

203-203-596-22-410 Professional Services 304 304 310 315
203-203-591-80-700 Bond Payment - Principal 65,000 70,000 75,000 80,000
203-203-592-80-800 Bond Payment - Interest 55,120 52,423 49,447 46,223

TOTAL EXPENDITURES 120,424 122,727 124,757 126,538
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205 Police GO Bond Fund:

In 2005 the City issued bonds to pay for the 800 MHz communication system and for
capital improvements to the Police Station. This was a voted issue and an additional levy
on property located within the city limits. An ordinance will be adopted as part of the
budget process to levy the required taxes to meet the annual payment. In 2009, the City
transferred the balance of the funds in Fund 110, Police Bond Fund, into the bond
payment fund. This provided $8,337 of funds for future bond payments.

Revenues: $30,400
Expenses: $30,400 bond principal and interest

205 GO POLICE BOND - REVENUES

2,007 2,008 2,009 2010
Account Description Actual Actual Adopted Proposed
205-000-308-10-000 Beginning Fund Balance 15,550 16,034 0 0
205-000-311-11-000  Property Tax 30,834 30,739 30,595 30085
205-000-361-11-000 Investment Interest 1,116 636 765 310
TOTAL REVENUE 47,499 47,409 31,360 30,400
205 GO POLICE BOND -
EXPENDITURES
2,007 2,008 2,009 2010
Account Description Actual Actual Adopted Proposed
205-205-591-80-410  Professional Services 0 304 300 315
205-205-591-80-700 Bond Payment - Principal 15,000 15,000 15,000 15,000
205-205-591-80-800 Bond Payment - Interest 16,465 16,045 15,595 15,085
TOTAL EXPENDITURES 31,465 31,349 30,895 30,400

_ 207 LID Bond Fund:

The LID Bond payments are made by the benefited property owners who receive annually
billing statements in December. The City may call bonds on an annual basis and the
payments may be higher or lower then projected based on the amount of principal funds
collected. The principal payments have been paid in full for 2009.

Revenues: $160,000 principal payments
$ 87,000 interest payments
$ 2,000 penalty and investment interest
$98,315 fund reserves

Expense: $348,000 Bond principal and interest
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207 LID BOND FUND -

REVENUES 2007 2008 2009 2010
Account Description Actual Actual Adopted Proposed
207-000-308-10-000 Beginning Fund Balance 512,067 705,717 205,000 98,315
207-000-361-11-000 Investment Interest 7,122 3,072 1,800 500
207-000-361-51-000 Penalties On Special Assessment 8,062 1,872 1,500 1,500
207-000-361-55-000 Iinterest Payments - Special As 267,926 77,374 150,000 87,000
207-000-368-10-010 Special Assessments - LID 97-1 632,773 324,239 205,000 160,000
Total Revenue 1,427,950 1,112,274 563,300 347,315
207 LID BOND FUND - EXPENDITURES
2,007 2,008 2,009 2010
Account Description Actual Actual Adopted Proposed
207-207-592-30-410 Professional Services 220 581 0 315
207-207-582-70-000 Principal - Special Assessment 255,000 0 410,000 205,000
207-207-582-80-000 Interest - Special Assessments 154,486 143,603 150,000 142,000
207-207-597-55-000 Operating Transfer Out 0 0 0 0
Total Expense 409,706 144,184 560,000 347,315
403 Water Revenue Bond Fund:
Water/Sewer Revenue Bonds were issued in 1996 to fund system improvements. The
assets of the Water and Sewer Utility Funds were pledged as security for the bonds.
There is a coverage factor of 125% which means there must be at least 125% of the
annual debt service requirements budgeted annually. The funding source for the bond
payment is transfer from the Water and Sewer Utility Funds. Each fund will contribute
$64,000 towards bond payments.
Revenue:  $128,000 operating transfer in Water (400) and Sewer (401)
$ 500 investment interest
Expense: $127,160 Bond principal and interest
403 Water/Sewer Revenue Bonds - Revenues
2007 2008 2009 2010
Account Description Actual Actual Adopted Proposed
403-000-308-10-000 Beginning Fund Balance 106,337 85,149 59,000 0
403-000-361-11-000 Investment Interest 4,576 1,873 1,500 500
403-000-367-10-000 Miscellaneous Revenue 0 0 0 0
403-000-382-20-000 interfund (From 400, 401) 100,008 100,008 100,000 128,000
Total Revenue 210,921 187,030 160,500 128,500
403 Water/Sewer Revenue Bonds - Expenditures
2007 2008 2009 2010
Account Description Actual  Actual Adopted Proposed
403-403-596-22-410 Professional Services 312 312 315 315
403-403-591-80-700 Bond Payment - Principal 70,000 75,000 80,000 85,000
403-403-591-80-800 Bond Payment - interest 55,460 51,290 46,755 41,845
Total Expenditure 125,772 126,602 127,070 127,160
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412 Water Debt Service Fund:

The purpose of this fund is to provide for the payment of debt service incurred by the
Water Utility System for capital projects. The fund has outstanding debt for the previous
the connection to the Everett Waterline and for second reservoir.

The funding for debt service is from has been from new connections. For 2010, there are
five new connections anticipated and the debt service payments will need to be made from
the operating fund (Water Utility Fund — 400) or from the CR Utility Reserve Fund (405).
The PWTF loan documents pledge the assets of the Water Utility for repayment of the
loan. Staff has recommended the payments be made from the CR Utility Reserve Fund.
Revenues: $152,000 operating transfer in from CR Utility (405)

Expense: $147,538 Loan principal and interest

412 Water System Debt Service - Revenues

2,007 2,008 2,009 2010
Account Description Actual Actual Adopted Proposed
412-000-308-10-000 Beginning Fund Balance 212,277 65,306 0 0
412-000-361-11-000 Investment Interest 5,344 657 0 0
412-000-367-10-010 Water Connection Charges 6,000 63,547 15,762 30000
412-000-397-10-000 Operating Transfer In 0 30,000 152,000 152000
Total Revenues 223,621 159,510 167,762 182000

412 Water System Debt Service — Expenditures

2,007 2,008 2,009 2010

Account Description Actual Actual Adopted Proposed
412-412-582-35-700 PWTF Principal Payment 114,706 114,706 57,559 57559
412-412-591-80-710 State Revolving Fund Principal 0 0 13,586 57147
412-412-582-35-800 PWTF Interest Payment 43,609 40,057 57,147 12259
412-412-591-80-810 State Revolving Fund Interest 0 0 22,859 20573
412-412-597-55-000 Operating Transfer QOut 0 0 0 0

Total Expenditure 168,315 154,763 151,151 147538

413 Sewer Debt Service Fund:

The purpose of this fund is to provide for the payment of debt service incurred by the
Sewer Utility System for capital projects. The fund has outstanding debt for the previous
expansion of the existing Wastewater Treatment Plant, the | & | Reduction program and for
the current design phase of the proposed expansion to the Wastewater Treatment Plant.

The major issue for 2010 and 2011 is the requirement to pay the balance on the PWTF
loan for the WWTP design. The loans for design must be paid back over a five year period
unless the project goes into construction in which case the loan can be converted to a 20
year repayment schedule. The City did not receive a construction loan. The city has two
years left on the loan with payments of $315,635 per year.
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A request to restructure the loan has been submitted to PWTF Board (see response letter
attached). The Council will need to make a policy decision on 1) whether to proceed with
the request; 2) offer to pay a higher interest rate (current rate is one/half percent - .05%);
continue to make the existing payments in 2010 and 2011. A final decision would not have
to be made until January 2010.

The City has will be adding new debt for the centrifuge of $400,000.

The funding for debt service is from current customers ($15 of each monthly payment is

allocated to debt service) and from new connections. For 2010, there are five new

connections anticipated and the debt service payments will all be made from the operating
fund (Sewer Utility Fund — 401) and the Sewer Reserves (Fund 404). The PWTF loan
documents pledge the assets of the Sewer Utility for repayment of the loan.

Revenues: $573,029

Expense: $566,568 Loan principal and interest

413 Sewer System Debt Service - Revenues

2007 2008 2009 2010
Account Description Actual  Actual Adopted Proposed
413-000-308-10-000 Beginning Fund Balance 459 48,980 3,186 0
413-000-361-11-000 Investment Interest 5 355 0 0
413-000-367-10-000 Sewer Connection Fees 88,733 47,384 56,410 56000
413-000-397-10-000 Operating Transfer In 209,976 212,800 375,000 517029
Total Revenues 299,173 309,519 434,596
413 Sewer System Debt Service - Expenditures
2007 2008 2009 2010
Account Description Actual Actual Adopted Proposed
413-413-582-35-700 PWTF Principal Payment 217,427 235,926 345,301 490035
413-413-582-35-710 State Revolving Fund Principal 6,571 6,670 0 6872
413-413-582-35-800 PWTF Interest Payment 24135 25,868 32,885 15902
413-413-582-35-810 State Revolving Fund Interest 2,060 1,961 0 15902
413-413-582-35-700 New Bond 0 0 0 52000
Total Expenditures 250,193 270,425 378,186 566568
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