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CHAPTER 9
FINANCIAL PROGRAM

King County Water District No. 49 is a special purpose district, formed in the State of
Washington under the laws governing municipal entities. The District has its funds
invested in the King County Government Pool which is responsible for the District's
investment and accounting functions.

9.1 PAST AND PRESENT FINANCIAL STATUS

Table 9.1 presents a summary of operating performance for 2013 through 2017. The
District has historically maintained and currently maintains a strong financial base. The
2017 year-end total funds balance was approximately $10,355,000.

The District currently has two outstanding Public Works Trust Fund (PWTF) loans,
which will be paid off in 2020 and 2025 respectively. The District has recently secured a
third PWTF loan, for preconstruction funding of the 575 Zone Reservoir and Booster
Pump Station project. The District sold Revenue Bonds in December 2007 for system
capital improvements. The 2007 revenue bond covenant requires a bond debt
coverage ratio of 1.25 and is backed by net operating revenue and connection charges.
The District sold additional Revenue Bonds in 2017 for capital improvements identified
in the 2017 Water System Plan and this update. The 2017 bond proceeds were used to
refinance nearly all the outstanding 2007 bond debt and to provide a significant share of
the funds needed for the reservoir project. The refinance action yielded significant
savings for the District. The 2017 bond covenant requires a bond debt coverage ratio of
1.25 and is also backed by net operating revenue and connection charges.

Table 9.2 presents forecasted budgets through 2028. The District anticipates that
funding for projects listed in this plan will be obtained first from its funds on hand, rate
increases, and new customer revenues. The budget forecast includes -capital
improvement expenditures per Table 8.1. As anticipated in the District's 2017 Rate
Study, additional funding will be necessary in 2019. With the addition of a significant
project for office and shop facilities in 2025, additional funding is anticipated to be
necessary by 2024. This forecast is general in nature. A more detailed forecast will be
presented in a Rate Study being completed concurrently with completion of this 2019
Plan.

9.2 ALLOCATION OF REVENUE SOURCES

In preparation for the 2017 bond sale, the District reviewed and updated its financial
management policies. The 2017 policy update include goals to maintain a capital
contingency reserve fund of at least $350,000, a bond reserve fund as required by bond
covenants, an unrestricted cash reserve of five months of operating expenses (including
the capital contingency reserve fund), and a parity debt service coverage ratio of 1.75 or
greater. The 2017 rate study recommended rates and general facilities/connection
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charge increases in support of these goals, for continued operations and
implementation of the capital improvement plan per Chapter 8. The District
implemented rate increases effective January 1, 2017 and January 1, 2018. The 2017
rate study is being updated concurrently with completion of this 2019 WSP. Adoption of

increased rates and charges are anticipated in the first half of 2019, and likely annually
thereafter.
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9.3 AVAILABLE REVENUE SOURCES

Developer Financing

Developers of presently unimproved property will finance many of the new facilities
constructed in the District. All of the improvements required for service to property
within new plats or commercial and industrial developments or re-developments will be
designed and constructed in accordance with either the District's Developer Extension
Manual. In some cases, latecomer’s agreements may be executed for any water main
serving property other than the property owned by the developer that is financing the
project.

Combination Financing by the District and Developers

It may be necessary in some cases to require the owner to construct a larger diameter
line than is required by the current development in order to provide for the
comprehensive development of the District. The District may enter into a latecomer’s
agreement or reimburse the developer for the extra cost of increasing the size of the
line over that which is required to service the property under development. Oversizing
should be considered when it is necessary to construct any pipe over eight inches in
diameter in single-family residential areas to comply with the water system plan.
Construction of any pipe in multi-family, commercial or industrial areas that is larger
than the size required to serve that development is considered oversizing.

Revenue Bonds

Transmission lines and improvements to supply and storage facilities that are of a
general benefit to a major portion of the District may be financed by revenue bonds.
Improvements that will benefit primarily a single developer should be financed by the
developer developing the property. The District may use whatever funds are available
for the payment of the debt service on the revenue bonds. A major source of these
funds is from the sale of water to the District customers. However, all funds, such as
general facilities/connection charges or latecomer charges may be used for debt
service.

Water distribution improvements that will cause extraordinary increases in the value of
the properties receiving service may be financed through the establishment of a utility
local improvement district (ULID). The financing is accomplished through the sale of
revenue bonds. These bonds are retired with income from the assessments and/or
other funds of the District.

Grant/Loan Funds

The state and federal authorities have previously provided funds under the various grant
programs for the construction of major improvements to or rehabilitation of water
systems. The primary programs available at this time are the Drinking Water State
Revolving Fund loan and Public Works Trust Fund loan. The District should
continuously monitor the activities of the state or federal agencies to determine the
requirements of these programs or of any new grant or loan programs that may be
developed in the future.

King County Water District No. 49 9-6 February 2019
Water System Plan CHS Engineers, LLC



State budget challenges in recent years have prompted the legislature to divert funding
services and funds on hand from the Public Works Trust Fund Program. The District
has recently secured a pre-construction loan from this program. However, it is not
known if the Public Works Trust Fund will return to its prior strength, or if so, what
changes might be made.

General District Revenues

The District updated their general facilities charge (GFC) and Capital Improvement
Program in 2017. The GFC update included establishment of different charges for
domestic water service and fire flow service. As described in Section 9.2, projects will
be supported by revenue from GFCs, developer projects and contributions, and from
water service charges. The District will update the GFC again once this Plan is
adopted.

It is expected that the capital improvement projects developed in Chapter 8 will be
financed by general District revenues, loans, bond sales and cash on hand.

Reserve Funds

The 2017 Rate Study included specific attention to maintaining adequate operating
reserves and capital contingency reserves. Each reserve level was determined based
on review of industry standards and evaluation with the District management staff and
Board. For operating reserves, a minimum of 90 days of operating and maintenance
expenses was identified and implemented with the rates adopted in 2017 and 2018.
Those values changes as the budget and connections increase but the range from 2017
through 2026 was $693,000 to $947,000. For capital contingency reserves a target of
two percent of total assets in service was established. This value ranges from $463,000
to $784,000. Given the significant expense of the near-term 575 zone reservoir project,
rates are forecast to achieve that within several years. This analysis will be updated
with the 2019 update of the rate study.

9.4 PROGRAM JUSTIFICATION

King County Water District No. 49 completed a rate study in 2017. The rate study
included all sources of funds and made assumptions regarding growth, cost of living
increases, debt issuance costs, and general facilities charge rate increases. The
District periodically reviews its revenue forecast and compares how close they were to
the actual revenue.

As indicated above, the District will be updating the 2017 rate and connection charge
study in 2019 based on the recommendations and updated capital improvement plan in
Chapter 8.
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9.5 ASSESSMENT OF RATES

In October 2007, a three-tiered block rate structure was designed to encourage water
conservation. The three-tiered block rate structure applies only to the single family
residential customer class.

The water rate is composed of two charges. The first is a flat fee based on meter size
that all customers pay. The second is the water consumption charge which is based on
amount of water used. The water rates effective January 1, 2018 are shown in Table
9.3.
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TABLE 9.3
2018 WATER RATE STRUCTURE

0-10 11-16 17+

Category Base Rate cof cof cof
Single family Residential $37.21 $3.58 | $4.41 | $6.06
Multi-family Residential $28.94 $4.13 | $4.13 | $4.13

Commercial
5/8” — 3/4” $61.46 $4.13 | $4.13 | $4.13
1” $152.97 $4.13 | $4.13 | $4.13
1-1/2” $306.77 $4.13 | $4.13 | $4.13
2’ $489.79 $4.13 | $4.13 | $4.13
3’ $979.58 $4.13 | $4.13 | $4.13
4’ $1,530.54 | $4.13 | $4.13 | $4.13
6” $2,079.59 | $4.13 | $4.13 | $4.13
8" $4,897.86 | $4.13 | $4.13 | $4.13
Irrigation

5/8” -3/4” $30.04 $6.06 | $6.06 | $6.06
1” $75.25 $6.06 | $6.06 | $6.06
1-1/2” $152.97 $6.06 | $6.06 | $6.06
2’ $245.58 $6.06 | $6.06 | $6.06

As stated in Section 9.4 above, rates will be reviewed periodically to ensure the block
rates are sufficient to meet the required revenue demands of the District and to insure
adequate funds are available to meet all O&M, CIP and debt service requirements.
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