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Sewer Rate Structure Analysis

As a part of the Facility Plan for the De Soto wastewater treatment improvements, an analysis of
the existing rate structure was undertaken. The purpose of the rate structure review was to
determine the ability to pay for improvements based on the existing rate structure and based on
future growth anticipated within the City’s Comprehensive Plan.

The current rate structure provides enough revenue for the City to maintain the existing
wastewater treatment and collection system. There is enough money within the sewer fund to
provide for minor upgrades to the system. The rates do not generate enough revenue for major
improvements or create a fund to assist with long-term capital projects. Currently, there are
approximately 950 customers connected to the City’s wastewater system. Based on a review of
surrounding communities, the City’s wastewater charges are lower than most other communities.
The City also charges a system development fee for new connections to the wastewater system.
This fee is currently $1,400 for single-family units and $1,000 for multi-family units.

Once the decision was made to construct a new wastewater treatment facility, SKW began
evaluating financing options for the facility and the impact on the rate structure. This was done
with assistance from City staff as well as assistance from the City’s bond counsel. Several
options were examined until a consensus was reached to more fully investigate three options for
two separate plant locations (a total of six options). These options were based on a new
wastewater treatment facility being located at either the existing plant location or in a new
location to the west.

For each of the two locations, three different rate structures were created. The first rate structures
assumed a small increase in the system development fee and projected an increase in the number
of users of 75 per year (see the attached spreadsheet for Option 3a). The second set of rate
structures assumed a moderate increase in the system development fees and an increase of 75
customers per year (see the attached spreadsheet for Option 3b). The third option analyzed
assumed a large increase in the system development fee (to $3,000 per single-family unit and
$2,500 per multi-family unit), 75 new customers per year and reducing the upfront payment
schedule for the bonds until additional development is on-line (see the attached spreadsheet for
Option 3c¢).

Ultimately, the City chose to pursue construction of a new wastewater treatment facility west of
the city in a new location. This selection cut the rate structures being evaluated in half. From
this point, SKW, the City and the City’s bond counsel reviewed the three alternative rate
structures and ultimately recommended the rate structure that had the highest increase in the
system development fee and backloaded payments on the bonds (see the attached General
Obligation Sewer Revenue Bonds spreadsheets). This option gives the City time to evaluate the
impact of the rates on future growth and to make adjustments that will provide the necessary
revenue for O&M costs, capital projects and debt service.






De Soto, Kansas
$8,635,000

General Obligation Sewer Revenue Bonds, Series 2005
$7.4M project costs

Sources & Uses
Dated 06/01/2005 | Delivered 06/01/2005

Sources Of Funds

PAr AMOUNTE Of BONGS ...ttt ettt a et e e e et ese e et e s e et e ee e et e eeeee e e e e e e s e e et s et e e e ee oo $8,635,000.00
TOLAI SOUTCES.....ccoiiririceririr et s e st essa st s st e eesesae e s e st b sbesesatssse s e ae s bk e s sensnenaane st baneseeaesessemsen e e et st e st sme st e e e e e $8,635,000.00
Uses Of Funds

Deposit to Project ConstrUCHON FUNG.........ooi ettt e e et et es e s e s erees et e e e s es oo e, 7,463,813.00

Deposit to Capitalized Interest (CIF) Fund 1,009,215.63
Total Underwriter's Discount (1.350%)......... 116,572.50
Costs of Issuance........cccocuvevveeeeeee e, 41,550.00
ROUNGING AMOUNL.......iiiiiiiiit ettt ee et et ee e et st s eseeatesnnteeesenesensen st eeeressressesseseeesesesseasne e 3,848.87
TOUAI USES....ciniiicimiiiiecicisisie st s s saess e s e sm s sre e ae st s e e v ae s e s e s s esa b€ bme s a ket amsannnemeeeeesasens e seease s e et e e et eeneseesns $8,635,000.00

GO Sewer Bonds §7.4M | SINGLE PURPOSE | 12/ 7/2004 | 843 AM

SPRINGSTED

Advisers vi rhe Pubdic Sector

Page 1




De Soto, Kansas

$8,635,000

General Obligation Sewer Revenue Bonds, Series 2005

$7.4M project costs

Operation Of Capitalized Interest Fund

Date Principal Rate Receipts Disbursements Cash Balance
06/01/2005 - - - - -
03/01/2006 275,240.63 - 275,240.63 275,240.63 -
09/01/2006 183,493.75 - 183,493.75 183,493.75 -
03/01/2007 183,493.75 - 183,493.75 183,493.75 -
09/01/2007 183,493.75 - 183,493.75 183,493.75 -
03/01/2008 183,493.75 - 183,493.75 183,493.75 -

Total $1,009,215.63 - $1,009,215.63 $1,009,215.63 -
Investment Parameters
investment Model [PV, GIC, OF SECUIHES]......eviiiiiieci ittt et e e e e e e e e e e e eee e e eeeeseeess e e e eeeeresemsonssess i GIC
Default INVestMent YIBI TAIGEL............o ettt s et et ca e bt st e e e e st eneeseat et eeer e e ereeressserenes User Defined
Cost of Investments Purchased with BONG PrOCEEUS.........c.ccuivviriririe ittt eer e et ee e see s e et eereeaseses s e eesees oo, 1,009,215.63
TOtal COSt Of INVESIMEBNES ...ttt et set et st e e e e r et et e eee s s s e e e e eeteseasestemeeeseseses e, $1,009,215.63
Target Cost of INvestments at BONA YIBIG ..o e ettt e s e e e e et e st nees e $941,668.58
Actual positive OF (NEGALIVE) ArDIIEGE. ... .ciur et ee ettt e ee et e e e e e e e e e e ee et st e e e e e e ee et esas s (67,547.05)
YIEIH 10 RECEIPL. ...ttt et et et es e aeereete sa st esteasre e ee e amtseeeeeeneaesee e e s eseeseeseas 2.75E-13
Yield fOr ArbItrage PUMPOSES............oiiiii ettt bbb ettt bt et oo e e es s e e s e e e eeeneeneens 4.2485634%
Composition Of Initial Deposit
Original BONG PrOCEEUS........o....iviriiiiiiit et et e rs et ete e e sttt eeees et e ee s e e sae e e seeenenteseesansnsens 1,009,215.83
Accrued Interest -
Cash Contribution and Prior Issue Transfers -
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De Soto, Kansas
$8,635,000

General Obligation Sewer Revenue Bonds, Series 2005
$7.4M project costs

NET DEBT SERVICE SCHEDULE

Date Principal Coupon Interest Total P+ CiF Net New D/S
09/01/2005 - - - - - -
09/01/2006 - - 458,734.38 458,734.38 (458,734.38) -
09/01/2007 - - 366,987.50 366,987.50 (366,987.50) -
09/01/2008 10,000.00 4.250% 366,987.50 376,987.50 (183,493.75) 193,493.75
09/01/2009 10,000.00 4.250% 366,562.50 376,562.50 - 376,562.50
09/01/2010 10,000.00 4.250% 366,137.50 376,137.50 - 376,137.50
09/01/2011 75,000.00 4.250% 365,712.50 440,712.50 - 440,712.50
09/01/2012 150,000.00 4.250% 362,525.00 512,525.00 - 512,525.00
09/01/2013 200,000.00 4.250% 356,150.00 556,150.00 - 556,150.00
09/01/2014 250,000.00 4.250% 347,650.00 597,650.00 - 597,650.00
09/01/2015 470,000.00 4.250% 337,025.00 807,025.00 - 807.025.00
09/01/2016 490,000.00 4.250% 317,050.00 807,050.00 - 807,050.00
09/01/2017 510,000.00 4.250% 296,225.00 806,225.00 - 806,225.00
09/01/2018 530,000.00 4.250% 274,550.00 804,550.00 - 804,550.00
09/01/2019 555,000.00 4.250% 252,025.00 807,025.00 - 807,025.00
09/01/2020 580,000.00 4.250% 228,437.50 808,437.50 - 808,437.50
09/01/2021 600,000.00 4.250% 203,787.50 803,787.50 - 803,787.50
09/01/2022 630,000.00 4.250% 178,287.50 808,287.50 - 808,287.50
09/01/2023 655,000.00 4.250% 151,512.50 806,512.50 - 806,512.50
09/01/2024 685,000.00 4.250% 123,675.00 808,675.00 - 808,675.00
09/01/2025 710,000.00 4.250% 94,562.50 804,562.50 - 804,562.50
09/01/2026 740,000.00 4.250% 64,387.50 804,387.50 - 804,387.50
09/01/2027 775,000.00 4.250% 32,937.50 807,937.50 - 807,937.50

Total $8,635,000.00 - $5,911,909.38 $14,546,909.38 (1,009,215.63) $13,537,693.75
SIGNIFICANT DATES
D E 1l [l - | (T U OO T U P SO PO PP SO P OP OOV NP USSR 6/01/2005
DIRIVEIY DA, ittt bt e et b ettt e e bt e ea bt R bt e b et e be e e et s ea e kbt R e bt taeaaneaaetbenennraearreeaannn 6/01/2005
FIESt COUPON DAL, ettt e e et e et et e e e st e bt e ekt b b e an et e et eabe s erneeenen s 3/01/2006

Yield Statistics

BONG YEAI DOIAIS.....ei ettt ettt sttt e ea ekt rat e sabeee bt e an e e m s e et e ea bt e et ntss e nan e e e e R e e e e ensannreenaeerseeaneann $139,103.75
Average Life........... 16.109 Years
Average Coupon 4.2500000%
NEE INEEIESE COSE (INFC ..o i e ettt e et e e et e s e b et e nee et b e e ssaess e ess e e seessbeassaabeeanssesssamsesasnsansannsesnnenansaens 4.3338026%
TrUE TNEEIEST COSE {TIC N eintiieiet et iecr ettt ettt e e e e rae e e s et eane e e e nseeabaeer s e enseeabaeesbeeabeexbeenac e tesssbeasseanteesnesannsereesnres 4.3682341%
Bond Yield for Arbirage PUMPOSES. ...ttt ittt ettt ettt st e s bt e e e s b et e sbe e ataeasasbeeeanbeeansnteeasnnns 4.2485634%
Al INCIUSIVE COSE (AT ).ttt ittt eer et e e st ree b s e n e m et e e s ek s st ete e bt b e s e aheese e be st e bnvaneabenses reesrnnaran 4.4114133%

IRS Form 8038
Net Interest Cost........c.cooiiiiniinins 4.2500000%
Weighted Average Maturity 16.109 Years
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