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Moody's Investors Service has assigned a rating of Aa1 to Fort Lauderdale's (FL) sale of $164.7
million Water and Sewer Revenue Refunding Bonds, Series 2016. Concurrently, Moody's has
affirmed the Aa1 rating on $233.6 million outstanding parity bonds.
The Aa1 rating reflects the strength of a well-managed system supported by a strong liquidity
position and competitive rate structure, a sound capital improvement program, and sufficient
water supply and system treatment capacities to at least 2035. The Aa1 rating also considers
the recovering economy, high debt ratio, and narrow but satisfactory overall debt service
coverage.

Credit Strengths
»

Strong management with healthy liquidity

»

Sufficient intermediate term water supply and system treatment capacities

»

Rate setting authority with frequent reviews and timely increases

Credit Challenges
»

Increased payments to the General Fund

»

High debt burden

»

Rebounding regional economy with slower than projected population growth

Rating Outlook
The stable outlook reflects the system’s strong financial position and management’s
willingness to address financial pressures with appropriate rate increases.

Factors that Could Lead to an Upgrade
»

Improvement in the system’s coverage ratios

»

Declines in debt ratio
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Factors that Could Lead to a Downgrade
»

Deterioration of the system's financial profile evidenced by reduced coverage ratios or liquidity

»

Increased debt ratio

Key Indicators

Source: Moody's Investors Service

Recent Developments
Recent developments are included in the Detailed Rating Considerations.

Detailed Rating Considerations
Service Area and System Characteristics: Regionally Important Service Area with Sufficient Supply and Treatment
Capacities
The system provides water distribution and wastewater collection and treatment to the City of Fort Lauderdale (Aa1 stable) and
contracts with surrounding jurisdictions. The local economy in Ft. Lauderdale benefits from tourism and proximity to Miami (A1 stable),
and is anchored by the Fort Lauderdale/Hollywood International Airport and various seaports. Though the city's economy and tax base
suffered during the recent recession, it has since experienced four years of tax base growth as well as moderate population growth. The
system has sufficient water supply and water and sewer treatment capacity for the intermediate term to accommodate that growth
and demand. As of fiscal 2015, there were 60,138 and 47,110 active water and sewer accounts respectively, with residential customers
comprising the majority of both. The customer base is somewhat concentrated, with the top 10 users for 2015 accounting for 24% of
total consumption.
The water system serves approximately 218,000 residents. Water is supplied solely from the Biscayne Aquifer, and withdrawals are
regulated by the South Florida Water Management District (SFWMD) pursuant to a twenty-year water use permit (WUP) that expires
September 11, 2028. The WUP enables withdrawals from two wellfields, Dixie and Prospect, for 52.55 MGD annual average daily flow,
although capacity of the two is 107 MGD combined. The City previously anticipated surpassing their allotted capacity to meet water
This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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supply demands by 2023, but due to reduced population trends and water conservation, revised it to 2035. Wellfield updates by the
City include 5 new wells at Prospect, which has increased capacity, as well as a network of new salt water monitoring wells installed
around Dixie to bolster the salt water intrusion monitoring program.
The City operates two water treatment plants, Fiveash (primary) and Peele-Dixie, with a total current capacity of 72 MGD. Average
daily flow in fiscal 2015 was about 39.8 MGD, with peak at 50.76 MGD. Water storage of 28 MG is considered to be adequate.
Large user, 30-year water agreements (25 years for Wilton Manors) are on a take-and-pay basis and all agreements, which represent
20.4% of 2015 total water production, expire prior to the final maturity of the bonds. However, given competitive rates and little
alternative means of water procurement, we believe this is not a significant factor. The system is in compliance with anticipated Stage
II Disinfectant/Disinfectant By-Products regulations. Water loss was estimated at about 11.6% in 2015.
The sewer system serves about 174,000 people in the central part of the county. The 56.6 MGD regional wastewater treatment plant is
adequate relative to 37.2 MGD average and 40.9 MGD peak flow in 2015. Effluent disposal is by deep well injection, and the system is
in compliance with TMDL load requirements and all other state and federal regulations.
Debt Service Coverage and Liquidity: Satisfactory Debt Service Coverage with Appropriate Rate Increases to Support
Financial Operations and Capital Improvements
Debt service coverage and debt ratios will likely remain stable going forward. Based on 2014 audited financials, debt service coverage,
which incorporates Current Expenses and Personal Services, was 1.49x for senior lien bonds (1.19x for all debt). Coverage based on bond
ordinance was 2.44x in fiscal 2014 for senior lien bonds (1.94x for all debt) and 2.22x in fiscal 2015 (1.71x for all debt) (unaudited).
Debt to Operating Revenues decreased from 3.9x in fiscal 2013 to 3.7x in fiscal 2014, and the system's current debt ratio of 43.5% is
elevated for the rating level. Both are expected to decrease further, as no additional borrowing is planned.
The City has demonstrated a strong willingness to raise rates to sustain the capital program and address increased operating expenses
and debt service. Beginning in fiscal 2016, annual 5% rate increases are authorized through fiscal 2019. Monthly average residential
water and sewer bills for fiscal 2016 are $57.22 (5,000 gallons per month), and are competitive in relation to the region. The system
also has surcharges that are utilized during periods of drought to support operations.
The 2016 budget projects net revenues of $49 million, providing coverage of 2.06x for senior lien bonds (1.62x for all debt). The budget
also incorporates $18.9 million for water and sewer capital improvements in 2016, which are funded on a pay-as-you-go basis.
Projections past 2016 reflect net revenues sufficient to an average coverage ratio of 2.01x through 2020 on all debt. The system's
capital improvement plan (CIP) includes $167.1 million for water, sewer, and wastewater projects between 2017 and 2020. Total debt
service is estimated to average $26 million through 2026 and decline thereafter until final maturity in 2038.
LIQUIDITY

The system's liquidity position is strong, with unrestricted cash and investments of $96.2 million in relation to operating expenses
of $78.4 million yielding 448 days cash on hand in fiscal 2014. Operating expenses include payments from the system to the city's
general fund, which are equal to 3% of the prior year's net fixed assets. The fiscal 2014 payment totaled $17.9 million, and despite a
slight increase in the fiscal 2015 payment ($19.1 million), liquidity is expected to remain healthy given the system's ability to effectively
manage expenses and capital spending.
Debt and Legal Covenants
Security provisions include a rate covenant of 1.25 times annual debt service (combined senior and junior liens), and an additional
bonds test of 1.25 times. While the lack of a debt service reserve fund is viewed as a credit weakness, the system's historically liquid
financial position somewhat mitigates this factor.
DEBT STRUCTURE

Following the refunding, the system's senior lien debt outstanding includes Series 2012 and 2014 ($184 million), and junior lien debt
outstanding includes 2005, 2006, and 2008 SRF loans ($49.6 million). Payout of all debt is average with 43.9% of principal repaid
within 10 years. All of the system's debt is fixed rate.
DEBT-RELATED DERIVATIVES

The system is not party to any derivative agreements.
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Management and Governance
The system is operated by Ft. Lauderdale's Public Works Department. The City is responsible for establishing rates and charges for
services for the system, which are adopted through ordinance and require approval by the City Commission. The City has an ordinance
that allows for a 5% across the board rate revenue adjustment for all service types each fiscal year to account for incremental annual
cost increases. System officials also rely on multiyear planning and annual rate evaluations to ensure fiscal stability of the system. The
City is in the process of adopting a formal policy to maintain a minimum 90 day operating reserve.

Legal Security
The bonds are secured by net revenues of the combined water and sewer system.

Use of Proceeds
Proceeds from this issue will be used to refund $53.1 million outstanding Series 2006 bonds, $31 million outstanding Series 2008,
$72.4 million Series 2010, $5.6 million outstanding 2003 SRF loan, and $11.8 million 2004 SRF loan for an estimated net present value
savings of $10.2 million, or 5.88% of refunded principal with no extension of maturities.

Obligor Profile
The system provides water distribution and wastewater collection and treatment to the City of Fort Lauderdale (Aa1 stable) and
contracts with surrounding jurisdictions. As of 2015, the population of Ft. Lauderdale was estimated at 175,123.

Methodology
The principal methodology used in this rating was US Municipal Utility Revenue Debt published in December 2014. Please see the
Ratings Methodologies page on www.moodys.com for a copy of this methodology.

Ratings
Exhibit 2

FORT LAUDERDALE (CITY OF) FL WATER AND SEWER ENTERPRISE
Issue

Rating

Water and Sewer Revenue Refunding Bonds,
Series 2016
Rating Type
Sale Amount
Expected Sale Date
Rating Description

Aa1
Underlying LT
$164,690,000
04/19/2016
Revenue: Government
Enterprise

Source: Moody's Investors Service
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