FY2023 BUDGET PROPOSALS – ENTERPRISE FUND UTILITIES, INCLUDING:
- Water Utility
- Sanitary Sewer Utility
- Storm Sewer Utility
- Refuse Utility

Purpose of
Work Session:

To discuss the Enterprise Fund Utilities budget for FY2023 and to
receive a presentation from the city’s financial advisor on the
Utility Fund Analysis and Financial Plan

Executive Summary

The Council will receive a presentation of the budget proposals relative
to the city’s Enterprise Fund Utilities, which includes: Water, Sanitary
Sewer, Storm Sewer, and Refuse Utilities. These utility funds are
managed under the Public Services Department. The city’s financial
advisor, Lewis Young Robertson Burningham (LYRB), will provide a
presentation on the utility funds’ financial health and planning which
includes an analysis of the utilities’ performance related to the financial
principles adopted by the Council with the 2012 Utility Rate Study.

Background

Utah Code §10-6-111 (Utah Municipal Code – Uniform Fiscal Procedures
Act for Utah Cities) requires that the City Administration prepare and
present an annual, tentative budget at the first regularly scheduled
meeting in May. The final budget must be adopted no later than June 30
of each year. It should be noted, however, that when a budget includes a
proposed tax increase, the final budget must be adopted no later than
September 1.
In preparation for receiving and reviewing the budget, the Council also
requests additional information from the administration related to areas
of particular interest to the Council. This additional information includes
reports on current fiscal year goals and accomplishments, progress on
management audit recommendations, status of current year’s capital
improvement projects, staffing issues, debt service, equipment
replacement, and other relevant issues.
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Budget Review Process
The Administration and Council staff meet regularly as a Budget Team
during the budget process to discuss and review not only the current
year progress, but also any significant changes in the proposed budget.
Council staff may request additional information and justification for
major budget proposals. Staff also meets with each Department head
regarding individual department budgets. The information gleaned from
these meetings is then presented to the Council in a series of work
sessions. These work sessions offer the Council an opportunity to
review and understand the tentative budget allowing the Council to
make decisions that are more informed.
Five-Year Strategic Plan – FY2023 Public Services Goals
In January 2020, the Council updated and reformatted the Budget Goals
to incorporate the Strategic Plan Directives identified in the Strategic
Plan:
• Economic Development
• Community Safety
• Recreation
• City Image and Reputation
The Council also included Fiscal Sustainability and Transparency as a
key goal for the budget.
The Budget Goals are updated annually and provided to the
administration as an outline of the Council’s priorities and expectations
for the upcoming budget.
Operations in Utilities impact goals related to several of the Directives.
City Image and Reputation
• Capital Improvements. Strategically fund Capital Improvement Plan
(CIP) projects to ensure adequate resources are committed to
address pressing city construction and maintenance needs for
infrastructure city-wide.
• City Infrastructure. Continue to address infrastructure needs through
master planning and dedicated funding to address general needs
and ongoing maintenance, including review of city-wide master plans
for water, sanitary sewer, storm sewer, transportation and streets,
street lighting and landscaping and curb/gutter/sidewalk.
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Fiscal Sustainability and Transparency
• City Utilities. The city will continue to evaluate utility rates and
infrastructure improvement needs to ensure the long-term financial
health of city utility services.

Timeline

May 3, 2022
The Council accepted the mayor’s proposed Tentative FY2023 budget
for review.
May 17, 2022
The Council set a public hearing on the Tentative FY2022 budget for
June 7, 2022.

Proposal

Enterprise Fund Utilities Budget Comparison
The Water, Sanitary Sewer, Storm Sewer and Refuse Utilities are
Enterprise funds, meaning the funds’ revenues are collected through
charges for services such as utility rates and other user fees. A
comparison of the FY2022 Adopted budget and the FY2023 Proposed
budget shows the following:
Adopted
FY2022
$26,038,800
$12,540,550
$5,491,300
$6,232,375

Enterprise Fund
Water Utility
Sanitary Sewer Utility
Storm Sewer Utility
Refuse Utility

Proposed
FY2023
$29,738,900
$14,047,700
$5,725,000
$6,913,475

Amount
Change
$3,700,100
$1,507,150
$233,700
$681,100

% Change
14.21%
12.02%
4.26%
10.93%

Significant Changes
Significant changes to the Utilities include the prescribed annual CPI
increase to the charges for services. This increase is to take place based
on the Blended Inflationary Adjustment (BIA) adopted by the City Council
in 2021. The BIA increase for the proposed fiscal year 2023 budget is as
follows:
-

Water Utility: 7.73%
Sanitary Sewer: 7.73%
Storm Sewer: 7.73%
Refuse: 7.1%
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Organization Structure/Staffing
Staffing and management of the utilities falls under the Public Services
Director and the associated Division Managers. Those changes have
been included in a separate but associated memo for the review of the
Public Services Department budget.

Background

History and Overview
2007 – Water Horizons Rate Study
In 2007, the city contracted with Lewis Young Robertson Burningham
(LYRB), the city’s financial consultants, to perform a comprehensive
study for the setting of Water, Sanitary Sewer, and Storm Sewer utility
rates. The study was completed, and new rates were adopted in
December 2007 with the effective date of January 1, 2008. The rate
study included rate increases set forth over the five-year period between
January 2008 (FY08) and June 2012 (FY12). The rate study included a
recommendation for a bond of approximately $50 million for the
completion of a number of capital projects for each of the utilities
included in the study. At the time of the study, it was anticipated that a
new study would be completed in the spring of 2012, prior to the end of
fiscal year 2012.
2012 Utility Rate Study Update
In November 2011, the Council passed a resolution outlining the
anticipated timeline and scope for an update to the 2007 utility rate
study. In January 2012, the city once again contracted with LYRB to
perform the rate study. While the 2007 study was a significant step
forward in understanding and addressing the city’s utility needs, the
2012 update went further into the utility’s finances and future capital
needs.
The 2012 study relied more heavily on utility master plans and used
what is called a Comprehensive Financial Sustainability Plan, or CFSP.
The CFSP incorporated all of the capital needs for each of the utilities
over a 20-year timeframe with particular focus on the immediate fiveyear period. The CFSP model included all aspects of the utilities
including capital needs, the financial principles adopted by the Council
for each of the utilities, personnel costs, and operating costs. The model
was used to understand the anticipated expenditures of the utilities over
the planning period. Once that information was ascertained, a rate
structure was developed that would generate the revenue needed to

Ogden City Council Work Session: May 31, 2022

4

cover the expenses and meet the financial principles established with
the rate study.
Public Involvement
The 2012 Utility Rate Study involved a significant amount of public
involvement. The community outreach included organizing and
consulting with a citizen advisory committee, developing and
administering an online survey, holding several fact-finding work
sessions, public hearings, and other opportunities for feedback including
the availability of comment cards, and email and phone correspondence.
Financial Principles
As part of the 2012 rate study, there were a number of financial
principles that the Council and administration agreed to in order to guide
the operation of each of the utilities. These financial principles were
adopted by resolution and incorporated into the CFSP. These financial
principles included:
Revenue Sufficiency – This principle is based on each utility being
able to pay its own way in terms of revenue generation. This includes
annual Consumer Price Index (CPI) adjustments, an annual review of
projected revenues and expenditures, and a careful review of any
proposed fee increases beyond the annual CPI to ensure the
financial health of the utilities.
Master Plans – This principle states that each utility should have a
current master plan from which capital projects can be planned and
incorporated into the utility’s budget.
Cash on Hand – This principle is based on the need to have adequate
reserves to pay for emergency or otherwise unexpected needs.
Based on industry standards, each utility should have at least 360
days, or roughly one year, of cash on hand. The rate study in 2012
showed that the sanitary sewer, storm sewer, and refuse utilities
could reasonably achieve this but that the water utility could not
without a substantial rate increase above what was proposed. The
water utility cash on hand level was set at 150 days.
Ongoing Maintenance – This principle states that utilities should
have a plan to maintain and replace aging infrastructure and that the
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water utility should plan to replace 1.2% of the existing pipe network
each year.
Debt – This financial principle outlines some of the expectations
whenever the city issues debt to pay for capital projects. Based on
this principle, the city should look to pay for projects with cash first.
If that cannot be done, the city should seek the lowest amount
needed with the lowest borrowing costs available and should look to
refinance existing debt whenever possible if terms are more
favorable.
Debt Service Coverage Ratio – This principle is based, in part, on
maintaining as high a bond rating as possible and states that the
storm sewer and sanitary sewer utilities should have at least $2 in
reserve for every dollar that is required to be available for debt
service. The water utility, as with the days of cash on hand, is lower
and states that it should have at least $1.50 in reserve for every
dollar that is pledged to debt service.
Capital Reserves – This principle discusses the need for capital
reserves and states that a utility’s capital reserves should not be
used to pay for operating costs or to hold rates artificially low. It also
allows short-term loans between utilities if excess capital is held by
one utility.
Water Utility Issues – This principle deals with some of the more
significant issues related to water rates. It states that the water
utility should be active in educating the public and encouraging
water conservation and reasonable use of culinary water for outside
watering. The principle also states that a rate structure should be in
place that is financially reasonable for residents who must water
their yards with culinary water and that they should be able to
maintain healthy landscaping without significant financial burden.
Ongoing Management Policies and Procedures – This principle
states that the goals and procedures described should be reviewed
annually and that the financial condition should be reviewed by the
director and with the Council during each budget review.
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2021 CPI Calculation Changes
As part of the utility rates ordinance adopted in 2012, each of the four
utilities included in the study was to have an annual increase based on a
set consumer price index. When the initial ordinance was adopted in
2012, the CPI was calculated using a Wells Fargo CPI calculation. In
2015, a change was made to use the U.S. Bureau of Labor Statistics –
Western Region calculation.
While the CPI calculations used since 2012 have helped to capture a
general consumer price index increase, in 2021 the Administration
proposed what it considered a more accurate method. The annual
increase would be a combination of two different indices. For operations
and maintenance, the western region CPI produced by the US Bureau of
Labor Statistics would be used, and for capital expenses, a Construction
Cost Index (CCI) would be used. The two indices would then be blended
to produce the increase for that fiscal year. The two rates together would
constitute the Blended Inflation Adjustment (BIA).
The proposed split between the CPI and CCI impacts the Water Utility
budget most significantly. While the other utilities have a different ratio
of operations and maintenance expenses (reflected with the CPI) to
capital costs (reflected with the CCI), the Water Utility is the ratio used to
calculate the annual BIA increase. The BIA applies to Water, Sanitary
Sewer and Storm Sewer. Because the Refuse utility does not generally
have capital expenditures, the CPI is used for the annual increase for
that utility. The CCI index is the American City and County January year
over year index. The CPI remains as the western region BLS January year
over year index.

Attachments

1. Budget sections related to Public Services:
a. Water Utility Utility Summary
b. Sanitary Sewer Utility Summary
c. Storm Sewer Utility Summary
d. Refuse Utility Summary
2. 2012 Financial Principles

Council Staff Contact: Glenn Symes (801) 629-8164
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WATER UTILITY
Organizational Structure

Water Utility

Utility Billing
Filter Plant

Operations
Utility Stores

Non-general operations indicated by underlined text.

FUNCTIONS
The Water Utility Fund is a proprietary fund established to account for operations financed and operated in a
manner similar to a private business. The Water Utility fund is used to account for the provision of water to City
residents. The Water Division has started a Water Conservation Program to ensure the long-term viability of
Ogden City’s water sources. Rate increases were necessary to fund a broad range of improvements, upgrades
and expansion of the distribution system due to the age of the current infrastructure. A substantial amount of
infrastructure improvements are being completed with the use of bond funding .
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OGDEN CITY

2022 - 2023 TENTATIVE BUDGET

SUMMARY OF REVENUES AND EXPENDITURES

2021
ACTUAL

2022
ADOPTED

2023
BUDGET

WATER UTILITY
REVENUES
CHARGES FOR SERVICES
INTEREST

23,493,999

23,292,350

25,721,200

117,577

150,000

150,000

MISCELLANEOUS

184,347

90,000

90,000

OTHER FINANCING SOURCES

276,006

706,450

1,977,700

TAXES

1,922,959

1,800,000

1,800,000

25,994,888

26,038,800

29,738,900

161,666

185,725

211,900

1,578,886

1,808,150

1,601,025

966,977

938,175

1,012,400

18,053,267

23,106,750

26,913,575

20,760,797

26,038,800

29,738,900

EXPENSES
ENGINEERING
FISCAL OPERATIONS
STORES
WATER UTILITY OPERATIONS
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SANITARY SEWER UTILITY
Organizational Structure

Sanitary Sewer Utility

Operations
CIP

Non-general operations indicated by underlined text.
FUNCTIONS
The Sanitary Sewer Utility Fund is a proprietary fund established to account for operations financed
and operated in a manner similar to a private business. Ogden City Sanitary Sewer Utility Fund
provides services to City residents and some residents of Weber County .
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OGDEN CITY

2022 - 2023 TENTATIVE BUDGET

SUMMARY OF REVENUES AND EXPENDITURES

2021
ACTUAL

2022
ADOPTED

2023
BUDGET

SANITARY SEWER UTILITY
REVENUES
CHARGES FOR SERVICES
INTEREST
MISCELLANEOUS
OTHER FINANCING SOURCES

12,281,126

12,378,400

13,569,900

89,165

150,000

150,000

1,044

12,150

12,150

300,902

-

315,650

12,672,236

12,540,550

14,047,700

EXPENSES
ENGINEERING
SANITARY SEWER OPERATIONS
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136,275

211,675

261,700

12,116,328

12,328,875

13,786,000

12,252,603

12,540,550

14,047,700

STORM SEWER UTILITY
Organizational Structure

Storm Sewer Utility

Operations
CIP

Non-general operations indicated by underlined text.
FUNCTIONS
The Storm Sewer Utility Fund is a proprietary fund established to account for operations financed and
operated in a manner similar to a private business. Ogden City Storm Sewer provides services to City
residents and some residents of Weber County. Extensive infrastructure projects have been completed in
recent years including the Ogden River restoration project .
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OGDEN CITY

2022 - 2023 TENTATIVE BUDGET

SUMMARY OF REVENUES AND EXPENDITURES

2021
ACTUAL

2022
ADOPTED

2023
BUDGET

STORM SEWER UTILITY
REVENUES
CHARGES FOR SERVICES
INTEREST
MISCELLANEOUS
OTHER FINANCING SOURCES

5,155,178

5,230,300

5,714,000

35,179

10,000

10,000

-

1,000

1,000

391,591

250,000

-

6,348,043

5,491,300

5,725,000

EXPENSES
ENGINEERING
STORM SEWER OPERATIONS
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178,739

207,450

276,250

5,128,136

5,283,850

5,448,750

5,306,875

5,491,300

5,725,000

REFUSE UTILITY
Organizational Structure

Refuse Utility

Solid Waste Operations

Non-general operations indicated by underlined text.
FUNCTIONS
The Refuse Fund is a proprietary fund established to account for operations financed and
operated in a manner similar to a private business. The Refuse Fund accounts for the provision of
refuse collection and disposal to City residents and some residents of Weber County . Rate
increases in prior years have allowed the fund revenue to keep pace with operation costs. The City
made the decision to switch to CNG refuse trucks to try and hedge the risk of future rising fuel
prices and reduce the carbon footprint of the refuse collection system.
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OGDEN CITY

2022 - 2023 TENTATIVE BUDGET

SUMMARY OF REVENUES AND EXPENDITURES

2021
ACTUAL

2022
ADOPTED

2023
BUDGET

REFUSE UTILITY
REVENUES
CHARGES FOR SERVICES
INTEREST
MISCELLANEOUS

6,265,023

6,204,375

6,885,475

27,957

25,000

25,000

8

3,000

3,000

6,292,987

6,232,375

6,913,475

5,181,522

6,232,375

6,913,475

5,181,522

6,232,375

6,913,475

EXPENSES
REFUSE OPERATIONS
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UTILITY RATES JOINT RESOLUTION
COUNCIL STAFF REVIEW
COUNCIL OPTIONS:
Background

Adopt/not adopt the resolution

In an effort to clarify and summarize the policy decisions associated with
the 2012 Utility Rates Study, a joint resolution has been draft for the
Council’s consideration. The resolution primarily addresses financial
principles; however, the resolution also addresses master plans for the
utilities, management policies and procedures, and secondary water issues.
The resolution addresses the following issues:
-

Revenue Sufficiency
Master Plan
Cash on Hand
Ongoing Maintenance
Debt
Debt Service Coverage Ratio
Capital Reserves
Water Utility Issues
Ongoing Management Policies and Procedures
Implementation

The intent for the resolution is to use it alongside the utility rates
ordinance and the Comprehensive Financial Sustainability Plan (Utility
Rate Study) to provide additional background to and context for the rate
study and the financial plan that is created from that study when dealing
with bonding agencies, future Councils and Administrations, and citizens.
The resolution is proposed to be adopted along with the rate ordinance, the
culinary water and storm sewer master plans and the Capital Improvement
Plan.
Attachments
1. Joint Resolution

Memos Prepared By--

Council Staff: Glenn Symes, 629-8164

Ogden City Council Meeting: May 22, 2012
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JOINT RESOLUTION NO. 2012-3
A JOINT RESOLUTION OF THE MAYOR OF OGDEN CITY AND THE OGDEN CITY
COUNCIL APPROVING A UTILITY FUND MANAGEMENT POLICY CONSISTENT
WITH CITY FINANCIAL PRINCIPLES.
WHEREAS, the Council of Ogden City has, since 2007, been working toward
addressing capital deficiencies in the city’s utility infrastructure, including the water utility
and the sanitary and storm sewer utilities; and
WHEREAS, the Council initiative known as Water Horizons provided the first
step toward providing the necessary revenue for city utilities to meet future
maintenance, repair and replacement needs; and
WHEREAS, city utilities may require additional rate increases to pay for the
replacement of essential facilities; and
WHEREAS, it is the desire of the Council and Mayor of Ogden City to adopt a
joint resolution regarding the establishment of certain goals and procedures for the
future planning and funding of operating expenses and capital projects in order to
minimize the frequency and size of rate increases; and
WHEREAS, it is the intent of the Council and Mayor that such goals and
procedures be utilized in setting future budgets and addressing proposed rate
increases; and
WHEREAS, the goals and procedures described in this joint resolution are
consistent with the financial principles adopted by the Mayor and Council as part of the
City’s annual budget.
NOW, THEREFORE, be it resolved by the Mayor of Ogden City and the Ogden
City Council that:
A. Revenue Sufficiency: Each city utility is expected to pay its own way, or in
other words, to prepare an annual budget ensuring that it has sufficient total
revenue from existing or authorized rates to ensure proper operation and
maintenance, development and perpetuation of the system and preservation
of the utility’s financial integrity.
1. The need for additional revenue shall be carefully considered and justified
before extraordinary rate increases are requested. Fee changes above the
consumer price index are a joint effort beginning in November for the
following fiscal year.
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2. It should be the goal of each utility to create an annual projection of
revenue for a period of at least five years into the future in order to
determine ongoing revenue sufficiency.
3. In order to maintain revenue sufficiency, each utility is expected to adjust
rates annually based on changes in the consumer price index as reflected
in Wells Fargo Bank’s calculations between January of the year in which
the budget is created over the index from January of the prior year.
B. Master Plan: Each city utility should have a current master plan or plans,
approved by the Council after they are prepared. The approval of a master
plan by the Council does not necessarily mean the projects described therein
will be funded or completed by a specific date. Each master plan shall, at a
minimum:
1. Identify capital needs and projects designed to address those needs.
2. Be actively followed by the utility to the extent reasonably practicable.
3. Be updated on a regular basis, but no less frequently than every ten (10)
years.
C. Cash on Hand: City utilities should maintain adequate cash on hand to meet
emergency or other unanticipated needs.
1. For the water utility, the cash on hand should not be less than 150 days at
the end of each fiscal year with the goal of increasing the number of days
of cash on hand to at least 180 days and, ultimately, to 360 days.
2. For other city utilities, the goal should be to have 360 days of cash on
hand at the end of each fiscal year.
D. Ongoing Maintenance: In conjunction with the approved master plans, all city
utilities should have a plan in place to maintain and replace aging
infrastructure. The water utility should have a goal of replacing aging pipes so
that at least 1.2% of the pipe network is replaced each year.
E. Debt: City utilities should, as a rule, pay for capital projects with cash rather
than through borrowing. When debt is proposed:
1. The utility should seek the lowest amount of debt to achieve the necessary
goal with the lowest borrowing cost available.
2. Where feasible, a utility should explore the option of refinancing existing
debt to lower the cost of the debt or to accelerate payment on existing
debt if substantial savings can be achieved.
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F. Debt Service Coverage Ratio: City utilities should maintain a net debt service
coverage ratio of at least $2.00 for every dollar that is required to be available
for debt service. The water utility should seek to attain this goal over time but
should maintain at least $1.50 in reserve for every dollar that is pledged to
debt service.
G. Capital Reserves: As cash reserves are accrued, they should be protected for
use in future capital projects.
1. Cash reserves should not be used to pay for operating expenses or to hold
rates artificially low.
2. Where a utility has accumulated a significant capital reserve in anticipation
of future capital projects that is in addition to the desired level of cash on
hand and coverage reserves, it may be appropriate to loan such reserves
to other city utilities or funds, but only for a short term generally not to
exceed thirty six (36) months.
H. Water Utility Issues:
1. The water utility should take an active role in providing educational or other
programs designed to encourage the conservation and reasonable use of
culinary water without waste. An annual report should be provided to the
Council as part of the budget process detailing such programs and the use
of funds appropriated for this purpose.
2. Homeowners without access to non-potable sources of water for outside
watering should be able to maintain healthy landscaping. The rate
structure should reflect this goal by charging different rates to users with
smaller meters for a reasonable amount of water needed during the
outdoor watering season.
I. Ongoing Management Policies and Procedures:
1. The goals and procedures described herein shall be reviewed annually by
the Council and Mayor in conjunction with the overall city budget process
in order to determine whether changes need to be made and whether the
utilities are following them.
2. The director of the department of public services shall inspect the financial
condition of each utility to determine if it is complying with the goals and
procedures described herein. These inspections shall be performed prior
to the submission of the annual budget to the council and mid-way through
the fiscal year.
3. If the director’s inspection reveals a failure to comply with the goals and
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procedures described, the director shall report such inconsistency to the
mayor and chief administrative officer together with a recommendation of
how to address the non-compliance. If addressing such non-compliance
requires funding modifications, the utility shall obtain approval from the
Council as may be required by the Ogden Municipal Code.
J. Implementation: The Mayor is hereby authorized to adopt any administrative
policies necessary to implement this joint resolution.
PASSED AND ADOPTED by the Council of Ogden City, Utah, this ______ day
of ____________________, 2012.
_______________________________
CHAIR
ATTEST:
_________________
CITY RECORDER
ADOPTED

by

the

Mayor

of

Ogden

City

this

_________

day

___________________, 2012.
___________________________________
MICHAEL P. CALDWELL, MAYOR
ATTEST:
_________________
CITY RECORDER
APPROVED AS TO FORM: MHS
LEGAL

04-26-12
DATE
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