Resolution No. 2025-3438
A resolution of the City Commission of the City of
Sanford, Florida amending certain miscellaneous fees
and charges relating to the water and utility systems of
the City; providing for legislative and administrative
findings and intent; providing for implementing actions
by the City Manager and others relative to numerous
administrative and legal matters; providing authority for
the promulgation and adoption of administrative rules
and the taking of diverse administrative actions;
providing for conflicts; providing for a savings
provision; providing for severability and providing for
an effective date.
Whereas, the City of Sanford is the owner and operator of the City of
Sanford's water and wastewater systems (the “utility systems of the City”); and
Whereas, the City Commission of the City of Sanford has previously
established the fees and charges pertaining to the utility systems of the City; and
Whereas, pursuant to the provisions of applicable law, it is incumbent upon,
and fiscally responsible for, the City Commission to set fees and charges for services
furnished by the utility systems of the City that are just and equitable to all classes of
consumers served and properties benefited by the Utility systems of the City; and
Whereas, evaluations have been performed for and by the City of Sanford
from time-to-time and due to said evaluations it was determined that an amendment of
some of the fees and charges is necessary in order for the City to reasonably recover
the costs to the City associated with serving the various classes of consumers and
properties benefiting from the utility systems of the City and to meet the regulatory and
fiscal obligations of the City; and

Whereas, the City Commission, by virtue of the controlling ordinances

enacted by the City Commission, the other codified codes and ordinances of the City,
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and other controlling law, may from time-to-time establish by Resolution such fees and
charges pertaining to the utility systems of the City as shall be necessary to meet the
City's obligations relating to the operation of the utility systems of the City, as well as to
comply with the regulatory agencies requirements relating to the operation of the utility
systems of the City; in addition to all other obligations of the City relating to the utility
systems of the City; and

Whereas, the City Commission desires to continue to maintain fair, just,
equitable and appropriate fees and charges and to ensure that all customers of the
utility systems of the City are treated equitably and are charged appropriate rates for the
use of the utility systems of the City; and

Whereas, the provisions of Section 180.191, Florida Statutes, relates to certain
limitations on rates charged to consumers located outside municipal limits and provides
that “[a]ny municipality within the state operating a water or sewer utility outside of the
boundaries of such municipality . . . may add a surcharge of not more than 25 percent
of such fees, and charges to consumers outside the boundaries” and that the “[f]ixing of
such fees, and charges in this manner shall not require a public hearing except as may
be provided for service to consumers inside the municipality”; and

Whereas, the City Commission finds that it is necessary, desirable and fiscally
prudent for the utility systems of the City to adopt this Resolution, amending certain fees
and charges previously established to include the enumerated fees and charges
imposed relating to the utility systems of the City.

Now, Therefore, Be It Resolved by the City Commission of the City of
Sanford, Florida, as follows:
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Section 1. Legislative/administrative findings/intent.

(a). The provisions set forth in the recitals to this Resolution (whereas clauses)
are hereby adopted by the City Commission of the City of Sanford as the legislative and
administrative findings and intent pertaining to this Resolution.

(b). Itis the intent of the City Commission to continue to move in the direction
of establishing fees and charges by means of Resolutions to provide for the requisite
administrative flexibility, to reduce administrative costs of the City, to unclutter the
provisions of the City of Sanford Code.

(c). The City Commission of the City of Sanford hereby adopts and
incorporates into this Resolution the City staff report, the Raftelis Fiscal Year 2025
Financial Forecast Update, and City Commission agenda memorandum relating to this
matter as if fully set forth herein verbatim.

(d). The City of Sanford has complied with all requirements and procedures of
Florida law in processing this Resolution.

Section 2. Amendment to certain of the fees and charges of the utility
systems of the city.

(a). The fees and charges for the utility systems of the are established as
follows:
¢ Additional adjustments to Water, Sewer and Reclaimed Water Services
Rates are as follows: 7 % increase for water, a 6 % increase for sewer,
and a 6 % increase for reclaimed water rates
(b).  All other fees and charges that have been otherwise established by any
other City code, ordinance or resolution shall remain in full force and effect.

(c). In accordance with Section 102-3 of the City of Sanford Code relating to

the establishment of utility methods and annual adjustments, the fees and charges
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(b).  All other fees and charges that have been otherwise established by any
other City code, ordinance or resolution shall remain in full force and effect.

(¢). In accordance with Section 102-3 of the City of Sanford Code relating to
the establishment of utility methods and annual adjustments, the fees and charges
relating to the utility systems of the City shall be established by Resolutions adopted
from time-to-time and shall be adjusted, automatically, on an annual basis on October 1
of each year with such adjustments being based on the Consumer Price Index for All
Urban Consumers as published from time-to-time by the United States Department of
Labor, Bureau of Labor Statistics. The City Manager is empowered to calculate and
implement said revised fees and charges on such an annual basis to powers granted in

the City of Sanford Code and other controlling laws.
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Section 3. Implementing actions of the City Manager.

(a). The City Manager is authorized and directed to take any and all necessary
actions, as he may deem reasonably necessary, in order to implement the provisions of
this Resolution.

(b). The City Manager may delegate such responsibilities as deemed
appropriate to City staff and consultants to implement the provisions of this Resolution.

(c). The City Manager is hereby delegated authority to authorize the City
Attorney to engage in collection activities involving any and all available legal remedies
relative to the collection of accounts owed by users of the utility systems of the City.

(d). The City Manager is hereby delegated authority to engage a collection
agency to ensure maximum collection on accounts owed by users of the utility systems
of the City and to ensure that the utility systems of the City attain maximum potential
collections on accounts and to thereby ensure that the utility systems of the City operate
in a manner which optimizes their status as enterprise funds and negates any burden
on the taxpayers of the City of Sanford.

Section 4. Other reimbursed expenses of the City.

(a). In cases where customers request City utility personnel to perform specific
utility services which are not the obligation of the City to perform and a standard fee or
charge has not been established, a fee shall be charged to fully recover those costs
incurred by the City in performing such services when the City deems it appropriate to
perform such services in order to protect the utility systems of the City or otherwise
ensure the proper maintenance and control of the utility systems of the City. The fees
and charges for such services shall be assessed on a case-by-case basis and, in no
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event, shall be less than the costs to or incurred by the City (to include any and all
administrative costs reasonably associated with the service). Such matters may be
addressed as set forth in a revised Resolution amending the provisions of this
Resolution or on an ad hoc basis as determined by the City Manager based upon the
intent set forth herein.

(b). It is the intent of the City Commission that the utility systems of the City
shall not incur costs for the benefits of customers and others without the City of Sanford
being fully reimbursed for such costs and the requirements of any and all bond
covenants being honored.

(c). The City Manager shall exercise all authority under the codes, ordinances,
and procedures of the City relating to debt collections, liens, interest rates and other
financial matters in the implementation of this Resolution.

Section 5. Administrative rules.

The City Manager is hereby authorized to adopt administrative rules that are
deemed necessary and appropriate to implement the provisions of this Resolution to
include, but not be limited to, rules relating to administrative and contractual issues that
do not relate to service-based fees or charges, but which do relate to administrative
charges and procedures, and which do not result in the waiver of any fees or charges.

Section 6. Conflicts.

All resolutions or parts of resolutions in conflict with any of the provisions of this
Resolution are hereby superseded and shall be of no further effect; provided, however,
that the rates, fee and charges as well as other fiscal matters set forth therein are
hereby ratified and affirmed.

Section 7. Savings; Criminal Actions.
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(a). All prior actions of the City Commission relating to the matters set forth
herein and the utility systems of the City are hereby ratified and affirmed.

(b). The provisions of this Resolution shall not be construed to preclude or
deter criminal prosecution relating to actions such as, but not limited to, wrongful actions
pertaining to cutting wires and tampering with the facilities of the utility system.

Section 8. Severability.

Should any section, paragraph, sentence, clause, phrase, or other part of this
Resolution be declared by a court of competent jurisdiction to be invalid, such decision
shall not affect the validity of this Resolution as a whole or any portion thereof, other
than the part so declared to be invalid.

Section 9. Effective Date.

The provisions of this Resolution shall take effect immediately upon adoption and
the new fees and charges shall take effect regarding all application files after the
effective date.

Passed and Adopted this 8th day of December 2025.

Aftest: City Commission of the City of
Sanford / %
| ]///
Dag, AAPW v _MMAFRW | ,
Traci Houchin, MMC, FCRM ArLWoodruffD
City Clerk Mayor

Approved as to form and legal
sufficiency.

/ Wtwér LU /é/‘dé@w

JKingsay N. Grgene
'/C Attorney
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Sanford Utility Customers

We want to keep you informed about some potential changes that may affect your utility bills.
These potential bill changes, if approved, wouid appear on utility bills starting January 1, 2026.
These changes only apply to the water, reclaimed water, and sewer portions of the bill. No
utility rates adjustments will take effect until approval by the City Commission. The adjustments
will be considered at the City Commission meeting on Monday, December 8, 2025, at 7:00pm,
at City Hall Commission Chambers (300 N. Park Avenue, Sanford, Florida).

The City of Sanford is considering a rate increase to help cover rising operating and capital
improvement costs as well as maintain the high quality of our services. The City's utilities
financial consultant, Raftelis, Inc., has reviewed current rates, current costs, and future costs for
treatment, maintenance and repairs, personnel, and planned capital inprovements. Proposed
rate changes are based on their analysis.

Here’s what you need to know:

Adjustments to Water, Sewer and Reclaimed Water Rates: We are considering a 7% increase
for water services, a 6% for sewer services, and a 6% increase for reclaimed water services to
ensure we can continue maintaining and improving our infrastructure.

If these adjustments are approved, the average utility bill for 6,000 gallons of water and sewer
per month, currently $86.89, would see an overall increase of 6.35% to $92.41. For our
customers with the lowest usage, the bill for 2,000 gallons of water and sewer per month would
go from $43.93 to $46.73.

We understand that rate increases are never welcome, but they are necessary to keep up with
the rising costs of providing reliable services to our community.

Thank you for being a valued part of our Sanford community!
Sincerely,

The City of Sanford



TECHNICAL MEMORANDUM

To: Brynt Johnson
CC: Cynthia Lindsay
From: Shawn Ocasio and Henry Thomas

Date: October 24, 2025

Subject: Fiscal Year 2025 Financial Forecast Update - Final

Dear Mr. Johnson:

Raftelis Financial Consultants, Inc. (Raftelis) has completed our annual review of the water and wastewater
and reclaimed water rates for the City of Sanford (City) and in doing so have completed a series of tasks
including updating the: 1) customer, sales, and rate revenue forecast; 2) operating expense projections;
3) capital improvement plan funding analysis; 4) annual debt service payment analysis; and 5) the overall
revenue sufficiency analysis to estimate the adequacy of the existing utility system water, wastewater, and
reclaimed water rates. Additionally, Raftelis has reviewed various financial metrics (cash flow margins,
liquidity, debt service coverage, etc.) to aid in the evaluation of the rate needs and achieving the recommended
financial position of the City’s Water and Wastewater Utility System (System). These tasks were all part of
updating the System financial forecast for the projected period from October 1, 2024 through September 30,
2030 (Forecast Period). As referenced in this memorandum and consistent with the City’s annual budget “Fiscal
Year” is the accounting period from October 1 through September 30.

The System is experiencing significant cost increases both operationally and in investment required for capital
improvements due to the recent inflationary economic environment. Labor-related costs and expenditures
associated with treatment chemicals, fuel, power, operating supplies, and materials, and are contributing to
higher current and forecasted operating expenses. Costs associated with the construction of planned capital
improvements have been particularly affected by the recent high inflationary environment, as will be discussed
further in this memorandum. The recommended rate adjustments, as discussed further in this memorandum,
are intended to meet a number of goals and objectives. The most important objective of the study was to develop
proposed utility rates that meet the projected expenditure requirements of the System in order to maintain sound
financial operations and fund the anticipated operating and capital needs of the utility systems.

This technical memorandum summarizes the results of the updated financial forecast including our
assumptions, analyses, conclusions, and recommendations and is submitted for your consideration. It should
be noted that while we believe the assumptions listed herein are reasonable for the purpose of this report, they
are dependent upon future events and actual conditions will likely vary from those assumed. Additionally, due
to economic uncertainty, the projections upon which our recommendations are predicated may not fully
address the continuing inflationary situation and potential further impacts to the local economy and System
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financial operating results beyond those assumed herein. To the extent that actual conditions differ from those
assumed by us herein or from information or assumptions provided to us, or prepared by others, the actual
results will vary from those estimated and projected herein. As such, any recommendations made are subject
to possible revision pending significant changes in underlying assumptions. The City should continue to
carefully monitor utility system revenues and financial operating results and make necessary adjustments as the
situation dictates.

1. An unappropriated cash fund balance of 120 days of operating expenses was targeted as an adequate
level of liquidity for the System. It should also be noted that the City maintains an internal policy of a
minimum of 90 days of operating expenses to be held in unrestricted (operating) reserves at all times
to maintain adequate working capital and as a reserve for unanticipated expenses or significant
variances in revenues collected.

2. A minimum combined or “All-In” debt service coverage margin of 1.50x or 150% was targeted as
being adequate for the System and was based on industry medians and discussions with the City’s staff.
This calculation presents the debt service coverage for the aggregate of all System debt and loans paid
from System revenues and reflects the ability of the Net Revenues of the System to fund the annual
debt service requirements and generate additional funds for internal capital funding needs (pay-go
capital).

3. A minimum Net Revenue Margin of 35% was targeted for the Forecast Period to promote and
maintain the System’s financial health. This target was based on a review of industry medians and
represents the amount of Net Revenues from System operations that are available to meet the System’s
other expenditure requirements after the payment of the operating expenses (e.g., debt service,
transfers, etc.).

4. Projected revenues from existing rates for the System were based on the current schedule of water,
wastewater, and reclaimed water rates and charges. In order to calculate projected revenues from rates
for the Forecast Period, the existing rates were applied to the Fiscal Year 2025 billing statistics. Based
on discussions with City staff, this analysis assumes an average growth in Equivalent Residential
Connections (ERCs) of approximately 1.8% (or 550 ERCs) per year throughout the Forecast Period
and that usage per customer is assumed to remain at current levels. The detailed customer billing and
sales projections are detailed on Tables 13 through 17 and summarized in the chart below.

(Remainder of page intentionally left blank)
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Based on these growth assumptions, system revenues at existing rates, prior to the application of the
proposed rate adjustments, are estimated to increase from approximately $36.0 million to $38.6 million
per year over the Forecast Period.

Based on the projected customer growth, System Development Charge (SDCs or Impact Fees)
revenues are projected at approximately $3,484,000 per year on average (starting at $3,266,800 in 2025
and increasing to about $3,276,000 by 2030). It should be noted that an increase in the existing SDCs
was assumed based on discussions with the City as the City is currently engaged in an impact fee study
to review and update these fees. The assumed increase in the base fee level that the City was
comfortable with assuming was estimated at 50% compared to current levels and phased in over a two-
year period. These amounts are anticipated to be utilized for expansion-related capital projects and to
pay a portion of the expansion related component of the System’s annual debt service payments. An
annual amount from impact fees of approximately $525,000 is anticipated per year for Fiscal Years
2025 to 2030 to go towards the payment of annual expansion-related debt service costs. This amount
is assumed at $1.1 million in FY 2025 and decreasing to $0 by 2030 in order to help reduce the utility
system’s reliance on these fees as they can fluctuate materially due to economic conditions. Impact fees
that are not used to make debt service payments are used to directly fund expansion-related projects.

Other System revenues (service charges, lease revenues, late charges, penalties, etc.) are projected at
approximately $1,400,000 per year (starting at $1,518,139 in Fiscal Year 2025 and decreasing to
$1,323,594 by 2030). Interest earnings on projected unrestricted funded balances are estimated to

3-



Mr. Brynt Johnson
City of Sanford
October 24, 2025

Page 4

average approximately $544,000 per year (starting at $1.1 million and decreasing to $602,000 by 2030).
It should be noted that this decrease in interest earnings is due to declining fund balances related to the
significant usage of existing reserves to fund capital projects and phase rate adjustments.

The Fiscal Year 2025 Operating Budget, as adopted and amended by the City, served as the basis for
the expenditure projections for the Forecast Period. In accordance with the flow of funds provisions
related to debt service coverage calculation, adjustments were made to the Fiscal Year 2025 Operating
Budget to exclude principal and interest payments on debt, capital expenses, and additions to reserves
from operating expenses, and were accounted for separately in our analysis. The sum of all these
adjustments resulted in the Operating Expense Budget of $38.6 million being adjusted down to
approximately $26.2 million in cash operating expenses for the purpose of calculating debt service
coverage.

Projected operation and maintenance expenses have been increased by an annual average of
approximately 5.6% per year over the Forecast Period from Fiscal Year 2025 levels. The overall
increase in projected operating expenses was based upon assumptions corresponding to several factors,
such as adding two (2) additional staff positions (estimated to be $100k by 2030), and the nature of
other recurring expenses as shown below:

a. Wage Increases: 4.0% in FY 2026 and 5.0% per year thereafter;
b. Health Insurance, Property. and Liability Insurance: 4.0% per year,

c. Utilities: Approximately 8.7% per year on average;

d. Electricity, Chemicals, and Fuel: 7.00% per year;

e. Repairs and Maintenance: 7.0% per year; and

f.  General Inflation / Consumer Price Index: Approximately 2.3% per Year (starting at 2.4% in
2026 and decreasing to 2.2% by 2030) based on recent historical trends, discussions with City
Staff, and data published January 2025 by the Congressional Budget Office (CBO).

It should also be noted that an increase in water system operating costs of approximately $950,000 per
year is anticipated beginning in FY 2028 due to treatment process changes associated with the “1, 4
Dioxane Project” at the water treatment plant based on discussions with City Staff.

Additionally, an adjustment to reduce budgeted operating expenses by approximately $686,000 per
year (starting at $600,000 in 2025 and increasing to $787,000 by 2030) based on recent the relationship
between historical actual operating expenses to budgeted amounts was made for rate setting purposes.
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A projection of combined system operating costs is shown below. Further discussion of the projection
of operating costs on a by system basis is discussed in the System Revenue Requirements Summary
subsequent to the Assumptions and Considerations section of this memorandum.

System Revenue Requirements - Operating Expenses
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Based on the existing debt service schedules for the outstanding SRF Loans and the proposed debt
assumptions (detailed in items 11 and 12 below), the total annual debt service payments to be funded
are approximately $4.2 million in 2025 and are projected to increase to $7.4 million over the Forecast
Period. While SRF Loan WW 586250 matures in 2027 (decreasing total existing debt payments by $1.2
million) the increase in annual debt service shown in 2028 through 2030 is due to proposed two (2)
additional borrowings to fund the capital improvement program. Annual debt service payments for an
additional third SRF loan of $877,000 per year are anticipated to begin in Fiscal Year 2031, which is
just outside of the Forecast Period, increasing total debt service payments to $8.1 million. The
assumptions associated with these proposed loans are described later in this memorandum. These
annual payment amounts are detailed on Table 4 and are shown in the chart below. It should also be
noted that it is anticipated that City will use System Development Charges to pay a portion of these
payments as noted in item #5 above. Approximately $525,000 is anticipated per year for Fiscal Years
2025 to 2030 to go towards the payment of annual expansion-related debt service costs. This amount
is assumed at $1.1 million in FY 2025 and decreasing to $0 by 2030 in order to help reduce the utility
system’s reliance on these fees. Using these fees to pay a portion of debt service costs helps to provide
for some relief to phase in the rate increases over time.
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10. The Capital Improvement Program (CIP) utilized in this analysis was based on the Fiscal Year 2025
through Fiscal Year 2030 Capital Program as provided by City staff, which was subsequently updated
and prioritized for purposes of the rate study based on further discussions with City Staff. The CIP
includes approximately $296.8 million in total planned future capital investments. Major projects
include the Main Water Treatment Plant Improvements, New Meters, Expansion of SSWRC to 6.0
MGD, Cloth Filtration System, and other improvements, renewals and replacements, and regulatory-
related investments. Based on discussions with the City, this CIP amount also includes carry-forward
amounts for projects that were appropriated in prior periods but have not yet been completed as of the
beginning of the Forecast Period that are still being completed. The financial forecast assumes that the
anticipated CIP will be fully funded through a combination of rate revenues, cash reserves, grants,
impact fees, and issuance of additional debt. The CIP funding amounts and sources that are anticipated
to be expended during the Forecast Period are detailed on Table 6 and shown in the chart below.

(Remainder of page intentionally left blank)
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As noted in items 10 and 11 above, certain projects in the CIP are anticipated to be funded through the
issuance of loans through the Florida Department of Environmental Protection (FDEP) State
Revolving Fund (SRF) Program. These loans are projected to have 20-year payment terms with
assumed interest rates of 3.00% and an assumed cost of issuance of 2.0% of total financed project costs.
Payments for the two (2) proposed water SRF loans are anticipated to finance water plant expansions,
upgrades and improvements and line improvements / extensions. The first loan’s payments are
anticipated to begin in Fiscal Year 2029 at approximately $0.7 million and increase to $1.4 million in
2030 and the second loan’s payments are anticipated in 2031 at approximately $877,000. Payments for
the proposed wastewater SRF loan are anticipated to finance plant and other electrical upgrades and
line improvements / extensions and are anticipated to begin in Fiscal Year 2028 at approximately $1.1
million and increase to $2.2 million in 2029.

An annual transfer to the renewal and replacement fund from rate revenues was assumed at
approximately 22.2% of prior year’s revenue for 2025 and at 15.0% of the prior year’s revenue for Fiscal
Year 2026 through the end of the Forecast Period in order to fund ongoing renewal and replacement
capital requirements. Approximately $2.4 million in annual revenues are also assumed to be transferred
into the fund between 2029 and 2030 above this 15% transfer to achieve the City’s renewal and
replacement fund balance target of approximately $9.0 million by 2030. This equates to an average
deposit of $7.2 million per year throughout the Forecast Period. A long-term target of 2.0% of the prior
year’s gross depreciable assets was set as the target reserve balance to maintain for this capital reserve,
which amounts to $9.0 million by the end of the Forecast Period. Maintaining this level of reserves will
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allow the System to manage unforeseen capital contingencies and is consistent with industry practice.
The System should closely monitor the balance in this fund to ensure adequate funding for future
renewal and replacement capital requirements.

System Revenue Requirements Summary

The projected revenue requirements through Fiscal Year 2030 for the City’s water system to be recovered from
user rates are shown in Table 1 at the end of this section and summarized in the chart below as follows:

Water System Revenue Requirements
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As can be seen in the summary above, the estimated gross revenue requirements for the water system for the
Forecast Period are anticipated to increase by approximately 37.13% in total or 6.52% per year on average.
A significant portion of this increase materializes in Fiscal Year 2030 due to additional annual debt service costs
(noted previously) and operational changes related to the additional water treatment costs associated with the
completion of the “1,4 Dioxane” project for the main water treatment plant in 2028. Operational cost increases
for the project are projected beginning in Fiscal Year 2028 at approximately $950,000 based on information
provided by the City.

(Remainder of page intentionally left blank)
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The corresponding net revenue requirements projected through Fiscal Year 2030 for the wastewater system are
shown in Table 2 at the end of this section and summarized as in the chart below as follows:

Wastewater System Revenue Requirements

$35,000,000

$30,000,000

$25,000,000

$20,000,000

$15,000,000

$10,000,000

$5,000,000

$0

2025 2026 2027 2028 2029 2030

Capital Funded From Rates ® Other Fund Transfers (R&R etc.) m Total Debt Service B Total Operating Expenses

As can be seen in the above summary, the projected gross revenue requirements for the wastewater system for
the Forecast Period are anticipated to decrease by approximately 1.56% in total or 0.31% per year on average.
However, it should be noted that the overall decrease is because of significant rollover capital projects in 2025.
If those are excluded, then the total of all other wastewater revenue requirements is increasing over the forecast
period. Again, it should be noted that it is projected that in 2029 there will be an increase in annual debt service
payments of approximately $2.9 million associated with the funding of the capital plan.

(Remainder of page intentionally left blank)
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The corresponding net revenue requirements projected through Fiscal Year 2030 for the combined system are
shown in Table 3 at the end of this section and summarized in the chart below:

Combined System Revenue Requirements
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ADEQUACY OF EXISTING AND PROPOSED UTILITY RATE REVENUES

As shown in Table 3 at the end of this report, based on the forecast of sales and revenues for the water and
wastewater systems and the assumptions and considerations set forth herein with respect to the projection of
water and wastewater system revenue requirements, the existing rate revenue deficiencies for the Forecast
Period are illustrated as follows:

(Remainder of page intentionally left blank)
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Combined System Revenue Requirements
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