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MEMORANDUM 
 
DATE:  May 24, 2021 
 
TO:  Board of Directors 
 
FROM:  Talyon Sortor 
  General Manager 
   
  James Russell-Field 
  Director of Administrative Services 
       
SUBJECT: FY 2021-22 Budget and Long-Term Financial Plan 
 
SUMMARY 

 
We are pleased to submit an annual budget for Fiscal Year 2021-22, along with the Long-
Term Financial Plan, for Board adoption.  The Long-Term Financial Plan has proven to be a 
reliable tool for more than 25 years to project revenues and expenses and build reserves.  
The Board has relied on long-term capital and financial planning to guide their decisions on 
budgets, thereby avoiding rate spikes that can come from short-term planning.  Through 
prudent management, the District keeps costs to its ratepayers low and has one of the 
lowest sewer service charges in the San Francisco Bay Area.   
 
The District operates cost-efficient, award-winning wastewater and stormwater utility that 
protects public health and the environment.  For approximately $1.40 per day, the District 
collects, conveys, treats, and safely disposes an average of 230 gallons of sewage per day 
from each residential customer in the community.  Prior Budgets and Long-Term Financial 
Plans forecasted increased expenses and a need for increased revenue.  This budget 
includes planned rate increases for residential customers of $1.50 per month in FY 2021-22.  
The rate for all customer classes will increase as planned and referenced in the February 
2017 Proposition 218 notice.  
 
The District faced significant challenges during the last budget cycle. The District continued 
to address aging infrastructure with preventative maintenance and updates to treatment 
plant facilities. However, COVID-19 significantly impacted business operations, requiring 
staff to adjust and adapt to new standards and requirements to continue to provide essential 
wastewater treatment services to the community.  
 
Despite these challenges, the District maintained service levels, as well as completed and 
initiated several major projects. This includes the Blower Replacement Project, Digester 
Reliability Replacement Project, Electrical Replacement Project, and design of the HVAC 
Rehabilitation Project. District management remained proactive in the maintenance and 
upgrade of the treatment plant and wastewater collection facilities, including the first stages 
of a Collection System Asset Management Plan for the sewer infrastructure maintained by 
the District, City of Fairfield, and City of Suisun City. The plan will assess the current 
condition of the system and identify required funding needed to maintain and replace the 
system. 
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GOALS 
 
Under the Board of Directors’ guidance, District management set the following long-term 
goals: 

1) Maintain operating cash reserves of at least three months of operating expenses 
to ensure smooth cash flow. 

2) Maintain minimum debt service coverage ratio as legally mandated.  
3) Pay system expansion capital improvement plan from capacity fees.  
4) Manage long-term employment-related liabilities to a sustainable level.  
5) Build up major maintenance/replacement reserves to ensure a source of funds for 

major maintenance and repairs, upgrades and eventual replacement of the 
treatment plant and sewer system.  

6) Minimize debt and long-term borrowing. 
 
FINANCIAL OVERVIEW 
 
The District maintains three funds. The Operations Fund is primarily funded from sewer 
service charges and funds operating expenses and maintenance projects, the Capital 
Fund is primarily funded from capacity fees to pay for growth in the District’s service 
area, and the Drainage Maintenance Fund is primarily funded from a fee charged to each 
property in the service area to pay for expenses related to storm drain facilities. The 
Budget Summary presents the total revenues and expenses of all three funds combined, 
while the Long-Term Financial Forecast and schedule provides detail on the funds 
individually. 
 
PROPOSED FY 2021-22 BUDGET SUMMARY 
 
Figures 1 and 2 provide a visual summary of the Proposed FY 2021-22 Revenues and 
Expenses, followed by additional details on each of the components. There is no attempt to 
match expenses to revenues in any single year.  Rather, the District relies on long-term 
financial planning where reserves are periodically built up to fund major projects in future 
years. This philosophy is instrumental in keeping sewer service rates from experiencing 
large swings year to year while still maintaining the system adequately. 
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Figure 1 

 
 

 
Figure 2 
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Revenues 

FY 2019-20 FY 2020-21 FY 2021-22
Actual Projected Budget

Sewer Service Charges 29,029        29,792           31,192        
Capacity Fees 2,022          4,963             3,982          
Drainage Maintenance Fees 1,706          1,676             1,676          
SRF Loan - Blower Project 1,970          -                 -              
Interest Income 1,164          629                610             
Other Income 502             349                363             
Total Revenues 36,393        37,409           37,823        
(In Thousands)  

 
Sewer Service Charges 
The largest source of District revenue is derived from residential, commercial, and industrial 
customers. This budget includes slightly increasing rates consistent with the most recent 
Cost of Service and Rate Study and subsequent Proposition 218 Notice. The proposed rate 
increase of 3.6% is necessary to pay for increasing regulatory cost, increasing labor, to keep 
up with inflation, and to meet the goal of building up reserves for the future replacement of 
the treatment plant and sewers.   
 
Capacity Fees 
Capacity fees are one-time fees charged to new connections or to existing connections 
where a change in use will result in increased discharge to the treatment plant facilities.  
Sewer capacity charges are designed to help recover the costs of infrastructure and assets 
benefiting new development.   
 
Capacity fee revenue is budgeted at $4.0 million in FY 2021-22, a decrease of $1.0 million 
compared to the FY 2020-21 projected actual. This decrease is primarily due to City of 
Fairfield Capacity Fee revenue in January 2021 totaling $2.2 million due to multi-family 
connections. The City of Fairfield’s growth projections for FY 2021-22 are not projected to 
reach the same level during the next budget cycle. 
 
Drainage Maintenance Fees 
On March 1, 1988, the District entered a "Drainage Maintenance Agreement" with Fairfield 
and Suisun City. This agreement provided a mechanism for funding the maintenance of the 
"Fairfield Streams" federal flood control project which serves both cities as well as local 
storm drainage facilities. Although the District does not own any storm drainage facilities, it 
is authorized by statute to provide storm drainage services.  The District created a storm 
drainage maintenance enterprise fund and established fees for users of the system which 
are collected on the county tax roll each year.  Revenues are shared by the cities and the 
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District for drainage maintenance activities.  Currently, the District assists the cities by 
overseeing the Urban Runoff Management Program and operating and maintaining city-
owned stormwater pumping stations.  Annual rates remained unchanged at $20.23 per 
residence. Annual drainage maintenance fees are expected to remain flat in FY 2021-22 
and are budgeted at $1.7 million. 
 
Interest Income 
Available cash is invested primarily with the Local Agency Investment Fund (LAIF), an 
investment pool, created by statute as an investment alternative for local governments and 
special districts. Participation in LAIF is voluntary. Additionally, the District also works with 
the California Asset Management Program (CAMP), a California Joint Powers Authority, 
providing professional investment services to California public agencies. Both LAIF and 
CAMP are permitted investment for local agencies under California Government Code 
Section 53601. 
 
Interest income is budgeted at $0.6 million for FY 2021-22, a slight decrease compared to 
the projected actual of FY 2020-21. A decrease is projected due to a decline in interest rates 
since the last budget cycle, as well as the projected draw on cash to fund major 
maintenance projects in the FY 2021-22 budget cycle. 
 
Other Income 
The District receives a combination of miscellaneous and/or nonrecurring revenues such as 
cell tower and other property leases, as well as insurance dividends. This miscellaneous 
income is typically immaterial and is not a major source of District’s revenue. 
 
Expenses 
 
The District’s budgeted expenses are grouped into several categories presented in the table 
below: 

FY 2019-20 FY 2020-21 FY 2021-22
Actual Projected Budget

Treatment Plant O&M $9,768 $10,519 $11,709
Regulatory 1,633          1,525             1,886          
Billing & Administration 4,801          8,528             5,645          
City Sewer Line Maint. 2,488          2,549             2,733          
Major Maintenance 5,108          6,437             12,520        
Capacity Fee Funded 933             1,342             3,943          
Debt Service 1,203          1,535             1,069          
Drainage Maintenance 1,430          1,435             1,670          
Total Expenses $27,363 $33,869 $41,175
(In Thousands)  
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Operating Expenses 
 
Treatment Plant Operations and Maintenance (O&M) expenses are projected to increase to 
$11.7 million in FY 2020-21. This is primarily due to electricity cost increasing from $1.3 
million in FY 2019-20 to $1.9 million and $2.0 million in FY 2020-21 and FY 2021-22, 
respectively. The District is also anticipating potential increases in processing costs, which 
are built into the budget for FY 2021-22. Approximately 55 percent of the District’s salary 
and benefits are charged to Treatment Plant O&M, so increases in salaries and benefits or 
salary and benefit savings due to vacancies and turnover have a greater effect on the 
Treatment Plant O&M budget.  
 
Billing and Administration expenses are budgeted at $5.6 million in FY 2020-21, a decrease 
of $2.9 million compared to FY 2020-21 projected actual. The decrease is primarily the 
result of non-recurring expenses in FY 2020-21, including an estimated $3.0 million outlay to 
bring the District in compliance with a Social Security 218 Agreement as well as an 
additional payment to the District’s Other Post Employment Benefit (OPEB) trust, that was 
excluded in FY 2019-20. 
 
Salaries and benefits are allocated across the programs in the table above based on 
employee functions and represent the largest component of the operating budget. Salaries 
are budgeted to increase approximately 5.0 percent in FY 2021-22 to account for a cost-of-
living adjustment, merit increases, and potential leave cash outs at separation for retired 
employees.  
 
The District will face benefit increases in FY 2021-22, primarily related to retirement costs for 
Social Security and CalPERS. Starting in January 2021, the District was required to 
contribute 6.2 percent of salaries to the Social Security Administration each pay period. As a 
result, the projected actual for FY 2020-21 includes the impact of District social security 
contributions for half of the fiscal year. The budget for FY 2021-22 includes a full year of the 
employer’s share of social security, estimated at $0.4 million. 
 
Like many agencies throughout California, the District is also facing rising costs of pensions. 
The employer share of retirement costs, also referred to as CalPERS normal cost, is 15.56 
percent of payroll for Classic members and 7.65 percent for PEPRA members. The District 
is also required to make an annual payment for the Unfunded Actuarial Liability (UAL) 
balance, where projected plan benefits are greater than the market value of plan assets. The 
District implemented a plan to address the rising UAL balance, and made additional 
payments of $2.0 million in FY 2019-20 and FY 2020-21. An additional payment of $2.0 
million is included in the FY 2021-22 budget to further reduce the UAL balance. 
 
Figure 3 shows the District’s total UAL balance including the additional payments, as of the 
valuation date. Figure 4 shows the original projected annual UAL payment compared to the 
current annual UAL payment after CalPERS included the additional payments in their 
analysis. As the District continues to reduce the UAL balance, the annual payments will 
continue to decrease. The proactive approach to reducing unfunded pension costs reflects 
the District’s desire to manage long-term employment liabilities and keep costs at a 
reasonable level. 
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Figure 3 
 

 
Figure 4 
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Major Maintenance and Capacity Fee Funded Projects  
 
Major Maintenance expenses are budgeted at $12.5 million in FY 2021-22 and include both 
routine maintenance as well as major repairs, upgrades, and replacements. The increase in 
the budget compared to the FY 2019-20 actual and FY 2020-21 projected actual is due to 
project carryover. Major Maintenance projects are often large in scope and multi-year in 
nature, and budgetary estimates often cross fiscal years as projects are started throughout 
the fiscal year. The largest Major Maintenance projects budgeted for FY 2021-22 are $1.9 
million for 75 percent of the Bioenergy Generation Project, $1.5 million for the Phase One of 
the Electrical Replacement Project, and $1.25 million for the HVAC Rehabilitation Project. 
 
Capacity Fee expenses are budgeted at $3.9 million in FY 2021-22, primarily driven by 
growth-related projects. The largest Capacity Fee-funded projects budgeted for FY 2021-22 
are $2.2 million for the Northeast Fairfield Pump Station, $0.8 million for Phase Two of the 
Peabody Walters Relief Sewer Project, and $0.6 million for 25 percent of the Bioenergy 
Generation Project. 
 
Major Maintenance and Capacity Fee funded projects included in the FY 2021-22 Budget 
and Long-Term Financial Plan are estimates. The expected completion date for the 
Collection System Asset Management Plan is July 2021. Data from the asset management 
plan will determine levels of funding needed and priority of projects for the next budget 
cycle. 
 
Debt Service 
 
Debt Service expenses are budgeted at $1.1 million in FY 2021-22 compared to a projected 
actual $1.5 million in FY 2020-21. The $0.4 million decrease is the result of final payment of 
an interfund loan between the Operations Fund and Capital Fund. The remaining 
outstanding debt service includes an SRF Loan for the UV Project, and an SRF Loan for the 
Blower Project. The debt service for the SRF Loan for the blower project is split between the 
Operations Fund and Capital Fund at 75 percent and 25 percent, respectively. 
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LONG-TERM FINANCIAL PLAN AND RESERVES 
 
The Long-Term Financial Plan projects revenues and expenses for the three District funds.  
Figure 5 highlights the flow of funds and utilization of the District’s Operations (Fund 1), 
Capital (Fund 2) and Drainage Maintenance (Fund 4) funds.  Schedules 2 to 6 provide a 
comprehensive 10-year estimate of each revenue, expense, and reserve amount. 

 
Figure 5 
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Schedule 2 – Wastewater Operations Fund Forecast 
 

• The Operations Fund pays for all treatment plant and sewer system operating 
expenses, including collection, treatment, maintenance, major repairs, upgrades to 
facilities and eventual replacement, billing, regulatory activities, and administration.  It 
receives revenue from user fees and related interest income. The Operations Fund 
receives no property tax revenues. 

 
• Operating reserves are maintained at 25 percent of total operating expenses 

(Schedule 2, Line 17) and are intended to fund operational expenses in case of 
emergencies. 
 

• Net revenue (revenues less expenses) is allocated to debt service payment, 
operating reserves, and major maintenance reserve funding, if available.  
 

• Contributions to the Major Maintenance/Replacement Reserve are made pursuant to 
the 2005 Board Policy and are projected to average 1 percent of plant replacement 
cost over the 10-year period.  These contributions help the District accumulate 
sufficient reserves for infrastructure maintenance and replacement.  

 
Schedule 3 – Wastewater Capital Fund Forecast 
 

• The Capital Fund receives revenues from capacity fees and related interest income 
and pays for debt service and growth-related construction projects. Capacity fee 
revenues are based on growth forecasts for Fairfield and Suisun City. The Capital 
Fund receives no property tax revenues. 
 

• Excess net revenue is transferred to the Capital Reserve to fund future projects and 
to meet future debt service when capital revenue sources are diminished. 
 

• To meet debt service payment and obligations the District made an interfund loan 
from its Major Maintenance Fund to its Capital Fund during the economic downturn 
when capacity fee revenues were at its lowest. Repayment of the interfund loan to 
Major Maintenance started in FY 2016-17 and is expected to be paid off in FY 2020-
21. 

 
Schedule 4A – Capacity Fee Funded Capital Improvement Plan 
  

• This represents the District’s projects funded by capacity fees. Projects funded by 
capacity fees are related to the expansion of the collection and treatment systems.   
Total identified projects during the 10-year period are approximately $19.6 million.   

 
• To minimize debt, funding is provided by capacity fees to the extent possible. 
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Schedule 4B – Sewer Service Charge Funded Capital Improvement Plan 
 
 • This represents projects for the repair, replacement, and rehabilitation of existing 

plant assets and infrastructure. Projects on schedule 4B are funded from Operations 
Fund revenues and are not related to expansion. Total identified major maintenance 
projects as forecasted is approximately $82.4 million. 

 
Schedule 5 – Reserves 
 
Debt Service Reserve 
 
 • In compliance with the State Revolving Fund (SRF) loan agreements, the District 

established a debt service reserve account of $737,000 in November 2011 for the UV 
Project, which was increased by $332,000 in FY 2019-20 for the Blower Project. This 
reserve is funded out of the Operations Fund and is not available to the District until 
the loan is paid in full. 

 
Capital Reserve 
 
 • This reserve accumulates annual net revenues for two purposes: making cash 

contributions to capital projects and making debt service payments if capacity fee 
shortages are experienced. 

 
 • Figure 6 shows the “life cycle” of the Capital and Major Maintenance Reserves.  

Significant balances are periodically built up, then subsequently drawn down to pay 
for sewer and treatment plant expansion projects. 

 
Major Maintenance Reserve 
 

• Accumulating a sufficient Major Maintenance Reserve is critical for funding major 
repairs of the treatment plant facilities, upgrades to infrastructure to meet regulatory 
requirements, and the eventual treatment plant replacement. 

 
• The Major Maintenance Reserve allows funding for future replacement and 

rehabilitation projects that have not yet been specifically scoped and planned. 
 
 • In 2005, the Board adopted a policy on contributions to the Major Maintenance and 

Replacement Reserve which calls for a minimum of 1.0% of plant replacement cost to 
be contributed to the reserve each year that net income allows. 

 
 • Figure 7 compares the replacement cost of the treatment plant to the Major 

Maintenance and Replacement Reserve.  At the end of FY 2019-20, the replacement 
cost of plant assets was approximately $706 million, and includes the treatment plant 
and collection system. The FY 2019-20 Major Maintenance Reserve totaled $42.2 
million, which equates to only 6.0 percent of the replacement value of plant assets.  

 
• At the end of the 10-year forecast, the replacement cost of District assets is projected 

at $1,016 million, with a Major Maintenance Reserve of $69.0 million. This equates to 
6.8 percent of the replacement value of plant assets. However, very few projects are 
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listed in FY 2028-29 and FY 2029-30 of the forecast, as District staff is waiting on 
data from the asset management plan, future regulations, and future maintenance 
evaluations. 
 

• This analysis points out the significant investment the District has in its treatment 
plant system and the need to continue prudent policies for funding future 
maintenance and replacement.  By contributing to this reserve and using the reserve 
for rehabilitations and replacements, the District will avoid the expensive costs of debt 
to replace facilities and equipment at the end of the useful life of facility components.   

 
Figure 6 

 
Figure 7 
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Schedule 6 – Drainage Maintenance 
 
 • Budgeted expenses for FY 2021-22 include operating expenses of $1.5 million as 

well as a maintenance expense of $140,000 for the Chipman Flood Station 
Rehabilitation Project. 

 
 • Rates, as illustrated on page 23, Ordinance 21-01, remain unchanged. 
 

 
CONCLUSION 
 
The Board’s continued support of long-range fiscal planning has produced a stable financial 
structure to meet the District’s current and future needs given a range of possible community 
growth rates. Prudent cost management and the District’s philosophy of building up reserves 
have served the District well and were instrumental in weathering the last recession and 
slow recovery. The District is in a position to strategically address pension costs and major 
maintenance projects in FY 2021-22, while preparing to build information from the asset 
management plan into the cost of service study and next budget cycle. 
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FAIRFIELD-SUISUN SEWER DISTRICT 
ORDINANCE NO. 2021-02 

 
ESTABLISHING SEWER SERVICE CHARGE ORDINANCE FOR FISCAL YEARS 

2021/22, AMENDING ORDINANCE NO. 05-01 
 
THE BOARD OF DIRECTORS OF THE FAIRFIELD-SUISUN SEWER DISTRICT DOES 
ORDAIN AS FOLLOWS: 
 
I. Intent.  This Ordinance No. 2021-02 is intended to: 

a. Amend Article II, Section 6 and Section 6.1 of Ordinance No. 05-01 relating to 
Sewer Service Charges. 

 
Those portions of Ordinance 05-01 that have not been changed by this Ordinance No. 2021-
02 shall remain in effect unchanged.   
 
II. Severability.  The Board hereby declares that if any provision of this ordinance or the 
application thereof to any person or circumstance is held invalid by court order, the 
remainder of this ordinance, or the application of any provision held invalid to other persons 
or circumstances shall not be affected. 
 
III. Authority.  The Board finds that the imposition of fees and charges that have been adopted 
pursuant to this Ordinance No. 2021-02 have been authorized by the Fairfield-Suisun Sewer 
District Act as amended and by all applicable state and federal laws. 
 
IV. Amendment of Ordinance 05-01.  Section 6 and Section 6.1 of Article II of Ordinance 2019-
02 are hereby amended to read as follows: 
 
“6. Sewer Service Charges  
 
6.01 Effective July 1, 2021, sewer service charges are hereby established as follows: 
 
Customer Class Sewer Service Charge 
A. RESIDENTIAL Single-family dwelling, multiple-

family dwelling, trailer courts, 
mobile home parks 

$43.35 per 
month per 
dwelling unit 
utilizing sewer 
service 

B. COMMERCIAL/INDUSTRIAL   
1. Regular Strength Offices, retail, stores, hotels, 

motels, schools, churches, 
hospitals, nursing homes, 
laundromats, dry cleaning 
establishments, bars without 
dining facilities, car washes 
without auto steam cleaning 
facilities, other commercial or 
industrial customers not included 
in subparagraphs 2 (Special 
Strength) or 3 (Case-by-Case) 

$3.46 per 
hundred cubic 
feet of water 
used during each 
billing period 
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ORDINANCE NO. 2021-02 
Page 2 of 3 

 
2.  Special Strength Commercial laundries, 

restaurants and bars with dining 
facilities, service stations with 
holding tank dumping facilities, 
car washes with auto steam 
cleaning facilities, bakeries and 
food processing, other 
commercial or industrial 
customers with concentrations 
greater than 200 milligrams per 
liter BOD or 265 milligrams per 
liter SS, but less than the 
concentrations of BOD and SS 
specified in subparagraph 3 
(Case-by-Case).   

$5.62 per 
hundred cubic 
feet of water 
used during each 
billing period 

3. Case-by-Case All commercial or industrial 
customers other than those 
specified in paragraphs 6.01 (C) 
or 6.01 (D) with flows greater 
than 0.005 MGD, or with 
concentrations greater than 650 
milligrams per liter BOD or 1,000 
milligrams per liter SS; all 
intermittent customers; and any 
commercial or industrial 
customer requesting and paying 
the full cost of metering and 
testing. 

$2,804.04 per 
million gallons 
flow PLUS 
$492.32 per 
thousand pounds 
BOD PLUS 
$209.18 per 
thousand pounds 
SS discharged 
per billing period. 

C. TRAVIS AIR FORCE BASE  $2.71 per 
hundred cubic 
Feet of flow 
discharged per 
billing period. 
 

 
  
Unless the Board of Directors of the District shall determine prior to July 1 of any year that the 
increase shall be modified or deferred.  The decision to defer shall be based upon a projection 
of revenues and expenses for the next ten (10) years, demonstrating that the current service 
charge is sufficient to generate the required revenues for the District to pay all identified 
operational and appropriate capital projects, maintain the legally-required debt service 
coverage ratio, maintain major maintenance reserves and maintain adequate operating cash 
reserves.” 
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ORDINANCE NO. 2021-02 
Page 3 of 3 
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