Sanitary Sewer Utility Fund 

The city’s Sewer Utility Enterprise Fund accounts for the operations of the city’s sanitary sewer system. As an enterprise fund, the sewer utility is designed to recover the cost of collecting, treating and disposing of the wastewater of its customers through user fees. The system serves about 20,775 accounts, 95% of which are residential. Those properties that maintain a private septic system and those not in the Metropolitan Urban Service Area (MUSA) are not required to subscribe to the city’s sewer service. Overall, Blaine provides sanitary sewer service to over 96% of city residents. The city’s sewer operation functions as a division of the Public Works Department under the direction of the Public Works Director, with 3.75 FTE staff currently allocated to the division. For 2021 a request to add the position of Assistant Public Works Director (APWD) has been discussed with the council. The proposal is to charge 25% of that position to the General Fund and each of the three utility funds. If approved, that would bring to 4.00 the number of FTE in the Sewer Utility Fund.

Revenues
As with the Water Utility Fund, the Sewer Utility Fund receives the bulk of its funding through fees charged to customers. The utility’s fee schedule is designed to provide sufficient revenue to recover all operating costs, as well as to provide for the replacement of major capital components of the system. Staff has reviewed the need to increase sewer rates pursuant to the plan that has been in place over the last several years. With the nearly 7% reduction in treatment fees from Met Council Environmental Services (MCES), staff is recommending that the planned $3/quarter rate increase in each of the next five years be dropped to no increase in 2021 and reduced by 50%, to $1.50/quarter over the remainder (2022-25) of the five-year plan. Keep in mind, however, that approval of this budget authorizes only the rate for 2021. 

Expenses
The largest single expense in the Sewer Fund is the monthly charge from Metropolitan Council Environmental Services (MCES). MCES collects, treats, and disposes of wastewater generated from Blaine properties. Overall this cost accounts for 70% of the fund’s operating costs in 2021, excluding depreciation. Based on information from MCES, charges for collection, treatment and disposal of wastewater will decrease by $292,400 (7%) in 2021. Total personnel costs increase $66,000 as a result of a 3% general wage increase, the incorporation of a step increase for five years of service, adjustments to employee benefits, and the addition of 25% of the APWD position. Supplies and all other operating expenses (excluding depreciation) are increased by $130,000; $68,000 of this is in payments to the general and facilities management funds, with the remainder resulting from increasing maintenance expenses at the city’s lift stations.

Capital Improvements
[bookmark: _GoBack]Sewer utility capital improvements are primarily funded through current fees, of which there is a component for the replacement of capital assets once they are placed into service, and assessments to property owners for improvements to the system that enhance the value of the property benefiting from the improvement.  The proposed 2021 sewer utility capital budget totals just over $1.7 million in improvements, including $1,275,000 for lift station improvements; $400,000 for sanitary sewer lining; and $36,000 to replace a back-up generator at LS21.

5-Year Projections
In addition to the 2021 budget, 5-year projections for the Sewer Utility operations and capital improvement plan have been prepared. Both 5-year plans are monitored closely and updated annually to ensure that the fund maintains its financial stability and that rates and fees are properly adjusted. Since depreciation is included in operating costs, the replacement of existing capital assets is funded with current operating revenues. The current 5-year outlook indicates smaller than expected rate increases will still provide a safe operating margin and maintain adequate reserve levels in the sanitary sewer fund through 2025.
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CITY OF BLAINE, MINNESOTA

2021FUND SUMMARY

SEWER UTILITY FUND - 602

2018 Actual 2019 Actual 2020 Budget

2020 

Projected

2021 

Proposed 

Budget

2022   

Estimate

2023   

Estimate

2024   

Estimate

2025   

Estimate

BEGINNING FUND RESERVE  $   6,866,616   $   8,123,462   $   9,244,710   $   9,244,710   $   5,033,700   $   4,784,845   $   5,033,195   $   5,283,275   $   5,898,695 

REVENUES

Operating Revenues 6,442,867 $     6,888,317 $     6,905,700 $     6,864,245 $     7,010,900 $     7,202,900 $     7,430,400 $     7,708,100 $     7,994,100 $    

Capital Financing

Sewer Connection Charges 50,628              8,273                25,000              -                    25,000              15,000              15,000              15,000              15,000             

TOTAL REVENUES 6,493,495 $     6,896,590 $     6,930,700 $     6,864,245 $     7,035,900 $     7,217,900 $     7,445,400 $     7,723,100 $     8,009,100 $    

EXPENDITURES

Operating

Personal Services 418,522 $        375,550 $        421,430 $        659,510 $        487,520 $        501,390 $        516,290 $        531,930 $        548,750 $       

Supplies 15,787              23,175              26,100              16,480              31,200              32,400              32,700              33,000              33,300             

Contractual Services 385,729           437,627           294,100           275,365           349,700           245,210           245,440           248,670           251,930          

MCES Disposal Charges 3,743,434        4,041,947        4,201,110        4,201,106        3,908,720        4,062,700        4,222,800        4,389,200        4,562,100       

Other 673,177           745,624           763,855           763,840           832,615           852,850           874,090           904,880           936,730          

Depreciation 1,492,229        1,095,619        1,235,000        1,235,000        1,360,000        1,410,000        1,470,000        1,530,000        1,590,000       

6,728,878 $     6,719,542 $     6,941,595 $     7,151,301 $     6,969,755 $     7,104,550 $     7,361,320 $     7,637,680 $     7,922,810 $    

Capital & Infrastructure

Capital Equipment 18,154              339,390           370,000           250,500           36,000              65,000              75,000              75,000              75,000             

Capital Projects -                    151,419           1,595,000        2,780,860        1,675,000        1,275,000        1,304,000        1,000,000        400,000          

TOTAL EXPENDITURES 6,728,878 $     6,870,961 $     8,536,595 $     9,932,161 $     8,644,755 $     8,379,550 $     8,665,320 $     8,637,680 $     8,322,810 $    

Net Addition Fund Balance

(235,383) $       25,629 $          (1,605,895) $   (3,067,916) $   (1,608,855) $   (1,161,650) $   (1,219,920) $   (914,580) $       (313,710) $      

FUND BALANCE RESERVE

Beginning 6,866,616 $     8,123,462 $     6,866,616 $     6,866,616 $     5,033,700 $     4,784,845 $     5,033,195 $     5,283,275 $     5,898,695 $    

Add Net Income (235,383)          25,629              (1,605,895)       (3,067,916)       (1,608,855)       (1,161,650)       (1,219,920)       (914,580)          (313,710)         

Add Depreciation 1,492,229        1,095,619        1,235,000        1,235,000        1,360,000        1,410,000        1,470,000        1,530,000        1,590,000       

Y/E Fund Balance Reserve 8,123,462        9,244,710        6,495,721        5,033,700        4,784,845        5,033,195        5,283,275        5,898,695        7,174,985       

Recommended Reserve:

Cash Flow 1,309,000 $     1,444,000 $     1,825,000 $     2,174,000 $     1,821,000 $     1,742,000 $     1,799,000 $     1,777,000 $     1,683,000 $    

Capital Reserve 3,992,000        3,596,000        3,735,000        3,735,000        3,860,000        3,910,000        3,970,000        4,030,000        4,090,000       

5,301,000 $     5,040,000 $     5,560,000 $     5,909,000 $     5,681,000 $     5,652,000 $     5,769,000 $     5,807,000 $     5,773,000 $    


