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AustinWaterFinancialPolicies
1.

The term of debt generally shall not exceed the useful life of the asset, and shall not generally Incompliance
exceed30years.

2.

Capitalized interest shall only be considered during the construction phase of a new facility, if the Incompliance
construction period exceeds 7 years. The time frame for capitalizing interest may be 3 years but not
more than 5 years. Council approval shall be obtained before proceeding with a financing that
includescapitalizedinterest.

3.

Principalrepaymentdelaysonrevenuebondsshallbe1to3years,butshallnotexceed5years.

4.

Each utility shall maintain a fully funded debt service reserve for its existing revenue bond issues Incompliance
andfutureissues,inaccordancewiththeCombinedUtilitySystemsRevenueBondCovenant.

5.

Debtservicecoverageofatleast1.50xshallbetargeted.

6.

ShortͲterm debt, including taxͲexempt commercial paper, shall be used when authorized for interim Incompliance
financing of capital projects. The term of shortͲterm debt shall not exceed 5 years. Commercial
paper will be converted to refunding bonds when appropriate under economic and business
conditions.TotalshortͲtermdebtshallgenerallynotexceed20%ofoutstandinglongͲtermdebt.

7.

Commercial paper may be used to finance new water and wastewater plants, capital expansions, Incompliance
and growthͲrelated projects as well as to finance routine capital improvements required for normal
business operation. Commercial paper for the necessary amount may also be used to finance
improvementstocomplywithlocal,stateandfederalmandatesorregulations.

8.

Capital improvement projects for new water and wastewater treatment plants, capital expansions, Incompliance
and growthͲrelated projects that are located in the Drinking Water Protection Zone (DWPZ) will be
identified and submitted, as part of the annual budget process, to the following Boards and
Commissions: Water and Wastewater Commission, Resource Management Commission,
EnvironmentalBoard,PlanningCommission,andtheZoningandPlattingCommission.

Incompliance

Incompliance

These Boards and Commission will review growthͲrelated DWPZ capital projects spending plans,
obtain Board and Commission and citizen input, review consistency with Imagine Austin
Comprehensive Plan, review effect on growth within the DWPZ, and make recommendations on
projectapprovalforinclusioninAustinWaterUtility's5Ͳyearcapitalspendingplan.
A public hearing will be held during the City's annual budget review process to provide citizens an
additionalopportunitytocommentongrowthrelatedprojectslocatedwithintheDWPZ.
9.

Ongoingroutine,preventivemaintenanceshouldbefundedonapayͲasͲyouͲgobasis.

Incompliance
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10. Capital projects should be financed through a combination of cash, referred to as payͲasͲyouͲgo Incompliance
financing (equity contributions from current revenues), and debt. An equity contribution ratio of at
least20%isdesirable.
11. The Austin Water Utility shall maintain a minimum quick ratio of 1.50 (Current Assets less inventory Notin
divided by Current Liabilities). Source of information shall be the Comprehensive Annual Financial Compliance.
Quickratiois1.49
Report.
basedon2014
CAFR.
12. The Austin Water Utility shall maintain operating cash reserves equivalent to a minimum of 60 days Incompliance
ofbudgetedoperationsandmaintenanceexpense.
13. Revenue generated by the Austin Water Utility from Debt Service Coverage requirements shall be Incompliance
used for General Fund transfers, capital investment, or other Austin Water Utility requirements
suchasworkingcapitalreserveornonͲCIPcapital.
14. Austin Water Utility rates shall be designed to generate sufficient revenues to support the full cost Incompliance
(direct and indirect) of operations and debt, provide debt service coverage and meet other revenue
bondcovenants,ifapplicable,andensureadequateandappropriatelevelsofworkingcapital.

15. The General Fund Transfer shall not exceed 8.2% of the Austin Water Utility threeͲyear average Incompliance
revenues, calculated using the current year estimate at March 31 and the previous two years’ actual
revenuesfromtheCity'sComprehensiveAnnualFinancialReport.
Revenue collected from the Reserve Fund Surcharge will be included in the General Fund Transfer
calculation, however any use or transfer of the reserve fund back into the operating fund in the
future due to revenue loss will not be included in the total revenues to calculate the General Fund
Transfer.
16. A Water Revenue Stability Reserve Fund shall be created and established for the purpose of Incompliance
offsettingcurrentyearwaterservicerevenueshortfallsbelowbudgetedrevenuelevels.
The target funding level for the Reserve Fund is 120 days of the budgeted water operating
requirements of Austin Water Utility, which includes operations and maintenance, and other
operating transfers, but excludes debt service and other transfers. In the event that any portion of
theReserveFundisused,thebalancewillbereplenishedtothetargetlevelwithin5years.

Upon creation of the Reserve Fund, the goal to reach the target funding level of 120 days of
budgeted water operating requirements will be no later than 5 years. If the fund is drawn down
prior to reaching the 120 day target during the first 5Ͳyear development period, the reserve fund
surcharge shall not be lower than it was during the year in which the draw down occurred until such
timeasthefundreachesits120daysofoperatingcosts.
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Sources of funding for the Reserve Fund may include a Reserve Fund volumetric surcharge charged
to all customer classes, operating reserves in excess of 60 days of operating requirements, and any
availablenetwaterservicerevenueaftermeetingallobligationsoftheAustinWaterUtility.
The City Council must approve all Reserve Fund utilization of funds through a separate action during
the year. The Reserve Fund shall only be used to offset a current year water service revenue
shortfall where actual water service revenue is less than the budgeted level by 10% or greater. The
maximum use of the Reserve Fund in any fiscal year is 50% of the existing balance at the time of
requestforCouncilaction.
When the target levels of the Reserve Fund are reached, any Reserve Fund Surcharge shall be
reduced to levels sufficient to only maintain the goal of 120 days of operating requirements as may
benecessitatedbychangesinbudgetedoperatingcostsovertime.
All interest earned by the Reserve Fund account shall remain in the Reserve Fund in order to offset
fundingandreplenishmentrequirementsandtominimizerateimpactsforwatercustomers.

AirportFinancialPolicies
1.

Debtservicecoverageshallbetargetedataminimumof1.25x.

Incompliance

2.

The debt service reserve shall be funded at the same time longͲterm debt is issued (typically equal Incompliance
to1year'saveragedebtservicerequirement).

3.

The term of longͲterm debt shall not exceed the expected useful life of the capital asset being Incompliance
financed,andinnocaseshallthelifeofthedebtexceed30years.

4.

Capitalized interest during construction shall generally not exceed 5 years. Council approval shall be Incompliance
obtainedbeforeproceedingwithafinancingthatincludescapitalizedinterest.

5.

The Airport shall maintain a ratio of current assets plus operating reserve to current liabilities of at Incompliance
least1.5times.SourceofinformationshallbetheComprehensiveAnnualFinancialReport.

6.

The Aviation Fund shall maintain working capital that is equivalent to 60 days of budgeted Incompliance
operations and maintenance expense, in accordance with bond ordinance provisions. (Current
assetsplusoperatingreservelesscurrentliabilities.)

DrainageUtilityFundFinancialPolicies
1.

A Drainage Utility Fund will be established to account for all revenues and all operational expenses InCompliance
relatedtothisactivity.

2.

The department that manages the Drainage Utility Fund shall recommend to Council in the budget InCompliance
setting rates sufficient to pay all requirements including debt service and to maintain a fund balance
whichisequivalentto30daysofbudgetedoperationsandmaintenance.
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