December 18, 2006

CHAPTER 9

FINANCIAL PROGRAM

9.1 GENERAL DISCUSSION

The City of Ferndale is a Municipality, organized under the laws of the State of
Washington. The City operates the Ferndale Water System as part of the Public Works
Department. Budgets are adopted annually for Public Works operations, maintenance
and capital improvements. Rates and connection fees are adopted by ordinance and
adjusted as needed.

A rate history is provided in Chapter 2, Table 2-19, page 2-15. Rate projections are
shown on Chapter 1, Table 1-7, page 1.12.

9.1.1 Past and Present Financial Status

The City has maintained budgetary controls over the water system. Rates and connection
fees have been set and will continue to be set at levels required to finance operation,
maintenance and capital improvements.

9.1.2 Available Revenue Sources

The City meters water use, and sets rates as required to operate and maintain the system.
Connection fees are collected from new users, which are generally designated for capital
improvements to the water system. Revenue bonds and some grants are available to
finance general facilities that benefit all users. These facilities would normally include
such items as water storage, water treatment, pump stations, SCADA systems, and
transmission lines. These types of bonds are paid by a combination of connection fees
and rates. Occasionally grants or payback funds may be available.

Under certain conditions the City may install new facilities for specific areas under the
Utility Local Improvement (ULID) process. ULID bonds are paid off by the property
owners within the ULID.

9.1.3 Allocation of Revenue Sources

The City budgets income for the water system under Budget Item No. 401. A copy of the
2007 Budget Revenue Projections is included at the back of this Chapter. Actual
revenues are shown for the years 2002 through 2005, and projections are presented for
2006 and 2007.

9.14 Expenditures

Budget Item No. 401 also includes Expenditure Detail. A copy of actual expenditures for
2004 and 2005 and budgets for 2006 and 2007 are included at the back of this Chapter.
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9.1.5 Assessment of Rates

Chapter 8 deals with the Improvement Program for the water system. Table 8-1 shows
the recommended improvements for the next 6 years. The total of these improvements is
$5.6 million dollars. It is also recommended that the City perform a Rate Study to set
equitable rates and connection fees which will allow the City to construct the
recommended improvements. The rate study should also take into account growth into
areas set aside for future annexation and development.
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