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Utilities 2018-2023 Financial Forecasts

Water, Sewer, and Storm & Surface Water Funds

The Utilities Department faces the following key challenges, constraints, and risk in the 2018-
2023 forecast period:

1. Challenges
a. Capital infrastructure is aging. Utilities operates a highly capital-intensive

business, and the Department’s ability to deliver quality services to its customers
is dependent on the ability of each system to function on demand, every day of the
year.

b. Supporting economic growth. Additional infrastructure capacity is needed to
support development and population growth.

c. Operational efficiency. We are mindful of the need to operate efficiently and
continually evaluate business processes to seek opportunities to effectively deliver
services in the most cost-effective manner.

2. Constraints
a. Fixed cost structure. Utility operating expenditures are largely fixed, with the

majority of these costs used to pay financial obligations, including payments to
external and internal service providers and taxes.

b. Legal mandates. Utilities must comply with State and Federal mandates, such as
the Clean Water Act and National Pollution Discharge Elimination System
(NPDES), to protect drinking water and surface water quality.

3. Risk
a. Water wholesale costs. Drinking water for the Water Utility is purchased from the

Cascade Water Alliance. As these costs represent approximately 40% of total
Utility expenditures, changes in CWA operational costs can significantly affect
the Water Utility. Consistent with Council adopted financial policies, wholesale
costs are fully funded and passed directly through to the customer, thereby
ensuring funding for local programs are not degraded.

ExecutiveS um m ary:

The Utilities Department operates as an enterprise within the City structure and functions
much like a private business entity.

 The Department does not receive any General Fund funding and relies primarily on
rates to fund its operating and capital programs.

 The forecasted rates are designed to generate sufficient revenues to fund Utilities
operations, asset replacements (e.g., vehicles), capital investment programs (CIP),
and the long-term infrastructure Renewal and Replacement (R&R) requirements.

 The forecasted rates are consistent with the rates anticipated in the 2017-2018
Utilities Budget.
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UTILITY RATE DRIVERS

The forecasted utility rates are prepared based on the following financial policies:
1. Plan for long term investment in infrastructure.
2. Maintain existing levels of service by maintaining, renewing and replacing systems.
3. Keep local rate increases gradual and uniform.
4. Pass wholesale costs through to customers.
5. Maintain intergenerational rate equity.

The following section provides further detail on the key rate drivers.

Payments to External Service Providers

Wholesale Costs
The single largest cost center for the Utilities Department is wholesale costs, which include
payments to the Cascade Water Alliance (Cascade) for the purchase of water supply and regional
capital facility charges and payments to King County for wastewater treatment. Combined, these
expenses total $111.2 million for the 2017-2018 biennium, or approximately 39% of the total
budget for the Utilities Department.

The cost from Cascade to purchase water supply in 2017 is $19.4 million and is projected to
increase to $20.2 million in 2018. The impact of this cost increase to the Bellevue retail water
rate is 1.9% in 2018.

The cost from King County for wastewater treatment is projected to be $33.6 million in 2017
with no projected cost increase for 2018.

To ensure local operations and the CIP are not degraded, the Department’s approved 2017-2018
budget is consistent with the Council-adopted financial policy which directs rate increases
necessary to fund wholesale costs be passed directly through to the customer.

Local Costs

CIP / R&R
Outside of wholesale costs discussed above, the next largest cost driver for the Utilities
Department is the CIP and the cost to renew and replace infrastructure in the future, representing
approximately 28% of the total budget for the Utilities department, or approximately $79M for
the 2017-2018 biennium. Utilities infrastructure has a replacement value of over $3.5 billion,
and most of the systems are well past their mid-life. As a result, the systems used to deliver
water, convey wastewater, and manage stormwater runoff are experiencing more failures, and
the cost to maintain, operate, rehabilitate, and replace this infrastructure is increasing. To
minimize costs and optimize the integrity of the utility systems, the Utilities Department has
developed a strategic 75-year asset management plan to systematically set aside funding for the
future renewal and replacement of these assets. Consistent with Council-adopted financial
policy, this long-term funding strategy is also designed to smooth future rate increases and
provide for intergenerational equity.
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Major projects supported by the adopted 2017-2023 CIP include small diameter water main
replacements ($70.3M), water pump station repairs ($15.3M), sewer system pipeline major
repairs ($14.2M), sewer pipeline replacements ($11.7M), sewer pump station improvements
($7.4M), storm system conveyance repairs and replacements ($10.4M), storm system flood
control program ($8.4M), and Lower Coal Creek flood hazard reduction ($7.3M). CIP projects
to support utility capacity to accommodate growth include West Operating Area water storage
availability ($1.6M), and constructing a new water inlet station ($5.2M).

Taxes/Internal Service Provider Payments
Taxes and interfund payments represent approximately 14% of the total budget for the Utilities
Department, or approximately $38M for the 2017-2018 biennium. The amount of taxes paid is
based upon the amount of revenue collected and the tax rates assessed by the State and cities.
Interfund payments represent costs that Utilities pays to the General Fund for support services.
The portion of the rate increase attributable to taxes and interfund payments is less than 1% per
year within each utility.

Operations
Operating costs include personnel, supplies, and professional service expenses that are necessary
to carry out the daily functions of the Utilities Department. This cost category totals $54.3M, or
about 19% of the Utilities budget for the 2017-2018 biennium. The portion of the rate increase
attributable to ongoing operating costs is less than 1% per year within each utility.

2018-2023 Financial Forecast
The following pages provide a more in-depth discussion of the individual rate drivers and
forecasted rate adjustments through the year 2023 for the water, sewer, and stormwater utilities.
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WATER UTILITY FUND
2018 - 2023 Rate Forecast

PROJECTED RATE INCREASES

2018 2019 2020 2021 2022 2023

Prior Year Bill $60.42 $64.13 $66.96 $69.94 $73.00 $75.82

Increase:

Cascade Wholesale

Purchased Water 1.17 0.92 0.96 0.96 0.99 0.99

Local 2.54 1.91 2.02 2.10 1.83 2.20

Total $3.71 $2.83 $2.98 $3.06 $2.82 $3.19

Projected Bill $64.13 $66.96 $69.94 $73.00 $75.82 $79.01

Minor differences may exist due to rounding.

Impact to Monthly Bill for a Typical Residential Customer
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Key R ateDrivers

● W holesale Costs
Drinkingw aterfortheCity ofBellevueisprovidedby theCascadeW aterAlliance(Cascade). Cascadecostsareincreasing
prim arily duetow aterpurchasecostsfrom S eattle. P erCity financialpolicy,thew holesalecostofpurchased w aterservicesare
passed directly throughtotheratepayer.T heretailrateim pactoftheprojected increaseinCascade'sw holesalecoststo
Bellevueare1.9% for2018. Beyondthat,theanticipated retailrateim pactsduetoCascade'sprojectedcostincreasestotheCity
ofBellevueaverage1.4% peryearfor2019 through2023.

● Capital P rogram
T heproposed2017-2023 W aterCapitalprogram includes$112.6M (excludingAM Iw hichisdiscussedbelow )topreserveand
protectsystem assets. T heW aterutility isinactivesystem replacem entandthem ajority oftheproposedcapitalprogram
($103.4M )w illbeinvestedtoreplaceexistingaginginfrastructure. S ignificantprojectsincludesm alldiam eterw aterm ain
replacem entandw aterpum pstationrepairand replacem ents.Capitalcostsw illrequirearateincreasesof3.1% in2018,andan
averageofabout2.5% peryearthereafter.Higherrateincreasesarerequiredin2018-2020 tobringraterevenuestolevels
sustainabletofundtheW aterCIP .Duringthisperiod,R &R reservesareusedtosubsidizetheW aterCIP .

● T axes/Intergovernm ental
T axesand interfundpaym entstootherCity departm entsw illrequirearateincreaseofabout0.8% in2018. Increasesforthe
rem ainderoftheforecastperiodw illaveragelessthan0.1% .

● O perations
P rojected operatingcostsw illrequirearateincreaseofabout0.3% in2018,and anaverageofabout0.2% peryearthereafter.
P ersonnelcostsarerelatively flatw ithsm allincreasesassociated w ithm eritandP ER S costincreasesconsistentw ithprojections
forotherCity departm ents.

● A dvancedM eteringInfrastructure
T heU tilitiesDepartm enthasbegunim plem entationofAM I.T hetotalcostoftheAM Iprojectis$23.1 m illionandw illbefunded
$16.2 m illionfrom thew aterutility and$6.9 m illionfrom thesew erutility. T hew aterutilitysharew illbefully fundedthrough
existingsourcesofrevenue(noim pacttorates),andincludeavailablereservesinthew aterutility($6.0 m illion)andavailable
reservesinthew aterrenew aland replacem ent(R &R )program ($10.2 m illion).



Attachment B: Utility Funds Financial Forecast

November 13, 2017
SEWER UTILITY FUND
2018 - 2023 Rate Forecast

PROJECTED RATE INCREASES

2018 2019 2020 2021 2022 2023

Prior Year Bill $78.68 $80.38 $83.88 $84.82 $87.27 $89.81

Increase:

KC Wastewater

Treatment 0.00 2.47 0.00 1.33 1.36 1.44

Local 1.70 1.03 0.94 1.12 1.18 1.17

Total $1.70 $3.50 $0.94 $2.45 $2.54 $2.61

Projected Bill $80.38 $83.88 $84.82 $87.27 $89.81 $92.42

Minor differences may exist due to rounding

Impact to Monthly Bill for a Typical Residential Customer
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L ocalP rogram Costs KC W astw aterT reatm entCosts

Key R ateDrivers

● W holesaleCosts
P erKingCounty,theW astew aterT reatm entDivision'scostsareincreasingprim arily duetoongoingdebtserviceandcapital
program costs. T hew holesalew astew atertreatm entrateisestablishedby theCounty,andperCity financialpolicy,arepassed
directly throughtotheratepayer. T heretailrateim pactsoftheprojected increasesinw astew atertreatm entcoststoBellevue
arenoincreasein2018,about3.1% in2019,noincreasein2020,andabout1.6% peryearthereafter.

● Capital P rogram
T heproposed2017-2023 S ew erCapitalprogram includes$41.0M ininvestm ents(excludingAM Iw hichisdiscussedbelow ). T he
S ew erutilityisbeginningsystem aticassetreplacem ent,m ostoftheproposedcapitalprogram ($39.1M )w illbeinvestedto
replaceexistingaginginfrastructure. S ignificantprojectsincludesew ersystem pipelinem ajorrepairs,sew erpum pstation
im provem entsandsew ersystem pipelinereplacem ents. T herem ainingsew ercapitalinvestm entincludestheadditionofon-
sitepow ergenerationforthreehighpriority pum pingstations($1.0M ). Capitalcosts,includingtransferstotheR &R account,
w illrequirearateincreasesofabout0.7% in2018,andanaverageof0.7% peryearthereafter.

● T axes/Intergovernm ental
T axesand interfundpaym entstootherCity departm entsw illrequirearateincreaseofabout0.8% in2018and anaverageof
0.3% peryearthereafter.

● O perations
O peratingcostsw illrequirearateincreaseofabout0.7% in2018and anaverageof0.3% peryearfortherem ainderofthe
forecastperiod. P ersonnelcostsarerelativelyflatw ithsm allincreasesassociated w ithm eritandP ER S costincreasesconsistent
w ithprojectionsforotherCity departm ents.

● A dvanced M etering Infrastructure
T heU tilitiesDepartm enthasbegunim plem entationofAM I.T hetotalcostoftheAM Iprojectis$23.1 m illionandw illbefunded
$6.9 m illionfrom thesew erutility w iththerem aining$16.2 m illionfrom thew aterutility. T hesew erutility sharew illbefully
fundedfrom availablereservesinthesew errenew aland replacem ent(R &R )program (noincreasetorates).
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2018 - 2023 Rate Forecast

PROJECTED RATE INCREASES

2018 2019 2020 2021 2022 2023

Prior Year Bill $23.94 $25.04 $25.91 $26.80 $27.71 $28.65

Increase $1.10 $0.87 $0.89 $0.91 $0.94 $0.97

Projected Bill $25.04 $25.91 $26.80 $27.71 $28.65 $29.62

Minor differences may exist due to rounding

Impact to Monthly Bill for a Typical Residential Customer
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Key R ateDrivers

U nlikethew aterand sew erutilities,thestorm and surfacew aterutility doesnothaveaw holesaleelem entasallservicesareprovided
in-house. T hisutilityhasthesm allestratebase. A 1% rateincreasein2018addsabout$0.24 tothem onthly billforthetypical
residentialcustom er.

● Capital P rogram
T heproposed2017-2023 S torm w aterCapitalprogram includes$43.9M ininvestm ents. $26.8M oftheS torm w aterutility capital
investm entsareforenvironm entalpreservationandincludestream restorationfortheM obilityandInfrastructureInitiative,
m itigatingfloodhazards,andconstructingfishpassageandstream im provem entprojects. T herem ainingcapitalinvestm ents
includeenhancingcurrentpipelinevideoinspectioneffortstoevaluatecurrentinfrastructurecondition,storm system
conveyancerepairsand replacem ent,and replacingtheN E8thS treetculvertatKelsey Creek. Capitalcosts,includingtransfers
totheR &R account,w illrequirearateincreaseofabout2.3% in2018andanaverageofabout2.4% peryearthereafter.As
previouslyapprovedby Council,a1.5% rateincreaseisrequiredin2018fortheM obilityandInfrastructureInitiative.

● T axes/Intergovernm ental
T axesand interfundpaym entstootherCity departm entsw illrequirearateincreaseofabout0.4% in2018,and increases
averagingabout0.4% peryearthereafter.

● O perations
O peratingcostsw illrequirearateincreasesofabout0.4% in2018,and about0.7% peryearthereafter. P ersonnelcostsare
relativelyflatw ithsm allincreasesassociated w ithm eritand P ER S costincreasesconsistentw ithprojectionsforotherCity
departm ents.


