WASTEWATER DEBT SERVICE
ANALYST: JENNY GIAMBATTISTA

	
	
	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2025 Revised Budget Biennialized
	
	$955,638,974
	
	$977,092,452
	
	0.0
	
	0.0

	2026-2027 Base Budget Adjust.
	
	$0.0
	
	0.0
	
	0.0
	
	0.0

	2026-2027 Decision Packages
	
	$119,030,888
	
	$97,577,410
	
	0.0 
	
	0.0 

	2026-2027 Proposed Budget
	
	$1,074,670,000
	
	$1,074,670,000
	
	0.0
	
	0.0

	% Change from prior biennium, annualized
	
	12.4%
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium, annualized
	
	12.4%
	
	
	
	
	
	

	Major Revenue Sources: Transfer from the Wastewater Operating budget.



DESCRIPTION

[bookmark: _Hlk178607179]The Wastewater Treatment Division capital program is supported primarily by bonded indebtedness, in the form of general obligation bonds, sewer revenue bonds, and variable rate bonds. Low-interest loans from the State Revolving Fund and the Public Works Fund are also used to support the capital program. The Wastewater Debt Service budget is used to make required payments on bonded indebtedness and loans. 

The Wastewater Debt Service budget is supported by transfers from the Wastewater Operating appropriation unit for debt service and debt defeasance.  

SUMMARY OF PROPOSED BUDGET AND CHANGES

The 2026-2027 proposed Debt Service budget is $1.1 billion and covers the total debt service payments and potential defeasance opportunities for 2026-2027. The 2026-2027 proposed Water Quality Operating budget provides for a transfer of $442.2 million into the Wastewater Debt Service appropriation unit; expenditures of $1.1 billion are supported by this transfer, together with existing fund balance. The 2026-2027 proposed budget of $1.1 billion represents about a 12.4% increase over the 2025 biennialized debt service appropriation. Outstanding wastewater debt at year end in 2024 amounts to approximately $3.5 billion[footnoteRef:1] which is similar to the level reported for 2023. [1:  2024 outstanding year-end debt balance as reported in the Proposed 2026 Sewer Rate and Capacity Charge and 2026-2035 Financial Forecast (April 2025). ] 


Each budget cycle, the WTD finance team determines the amount of appropriation required to cover total debt service payments and potential defeasance opportunities. WTD then submits a technical adjustment decision package with the budget to raise the appropriation to this determined level. Because debt service amounts and defeasance opportunities change from year to year and to avoid large adjustments each budget cycle, WTD changed its process (starting in 2025) to make these technical adjustments on an on-going basis.  Therefore, the total amount budgeted in the prior budget cycle is rolled into the current budget cycle (in this case, 1 year was doubled to get a 2-year starting base budget) and then WTD makes an on-going incremental adjustment to fund the current budget cycle’s debt service.  For 2026-2027 the incremental adjustment is $119 million which will then become part of the base appropriation. 

KEY ISSUES

Staff have not identified any key issues with this appropriation unit. 






