Rating Update: Moody's affirms A1 rating on the Town of Erie (CO)'s Water
Enterprise Revenue Bonds; removes negative outlook
Global Credit Research - 20 Nov 2014
$29.7 million of rated debt affected
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NEW YORK, November 20, 2014 --Moody's Investors Service has affirmed the A1 rating on the Town of Erie,
Colorado's Water Enterprise Revenue bonds, and removed the negative outlook. The bonds are payable solely
from net revenues of the water enterprise, defined as gross revenues remaining after payment of operation and
maintenance expenses. The A1 rating applies to $29.7 million in outstanding Moody's-rated debt.
SUMMARY RATING RATIONALE
Affirmation of the A1 rating reflects the water enterprise's growing moderately-sized, affluent customer base, solid
debt service coverage, and limited water supply. The removal of the negative outlook reflects management's
proactive approach to future water supply needs.
STRENGTHS
- Affluent and increasing customer base
- Rate increases coinciding with capital projects
CHALLENGES
- Rapid growth pressures limited water supply
- Elevated debt ratio; expected to increase
DETAILED CREDIT DISCUSSION
FAVORABLY LOCATED AND AFFLUENT RESIDENTIAL SERVICE AREA; EXPANDED WATER SUPPLY
NEEDED
The Town of Erie Water Enterprise serves 7,095 customers, primarily single family residences in the Town of Erie
(GO Rating Aa2). The Enterprise's primary source of water is derived from 7,380 shares in the Colorado Big
Thompson project and 14 units in the Windy Gap Project, operated by the Northern Colorado Water Conservancy
District. The Enterprise additionally owns small numbers of shares from a variety of other water suppliers.
Management reports these combined water rights supply a max capacity of 7,585.1 acre-feet per year, in a dry
year, with an average potable usage of approximately 3,057 acre-feet per year; management anticipates currently
available water resources will provide an adequate water supply through approximately 2025. Contingency plans
after 2025 are for the Town to purchase 6,500 acre-feet from the Northern Integrated Supply Project that would
supply additional capacity for the Town through only 2025. The Enterprise's treatment plant was constructed in
1999 and a 4.5 million gallon per day (MGD) expansion was completed in 2005. Average total treatment capacity
is now 9.9 MGD with peak capacity of 12.5 MGD, well in excess of the peak use of 6.0 MGD during the summer
months. Current treatment capacity is sufficient only through 2019.Given that the current water supply approaches
peak water usage, Moody's anticipates potentially significant additional capital outlay to purchase additional water
rights, and for construction projects associated with Windy Gap and the Northern Infrastructure Supply Project,
and will continue to monitor the system's ability to increase capacity and supply.
Located 25 miles north of Denver, the Town of Erie's favorable location to the major employment centers, easy

freeway access, and availably of land for new home construction has attracted affluent residents to the area. The
Town's population has grown by 241% from 2000 to its current population of 21,500. The ten largest customers
represent 11.77% of total revenues with the two largest customers consisting of the school district and the Town,
representing a combined 4.76% of billed revenues. Socioeconomic indicators are strong with per capita and
median family incomes at 152.1% of the state and 169.2% of US, respectively.
Continued growth in the city has attributed to an increase in tap fee revenues. New water taps sold has continued
to grow from 119 in FY 2010 to 244 in FY 2013, with management reporting 193 taps sold as of July FY 2014. Tap
fees and revenues have increased over the past five years with FY2013 reporting $6M in connections fees, an
increase of 86% over FY 2012, due to an increase in tap fee sales. Moody's expects tap fee revenues to continue
to increase but will continue to monitor the system's ability to utilize planned usage rate increases to offset the
volatile income of tap fees.
STEADY RATE INCREASES IMPROVE DEBT SERVICE COVERAGE
Moody's believes the system's satisfactory fiscal management and currently solid coverage of senior lien bonds
will continue to support the Enterprise's revenue bond rating. Since fiscal 2009, coverage of annual senior lien
bonds has increased, primarily reflecting increasing tap fee revenues and increased usage rates, with coverage of
debt service increasing from 1.58 times in fiscal 2009 to 3.38 times in fiscal 2013. Fiscal 2013 coverage of annual
debt service improved to 3.38 times, but, net of connection fees, was a more narrow 1.26 times. During this
timeframe, the Enterprise's net working capital declined slightly, but remained adequate at $10.8 million in fiscal
2013, with budgeted draws in fiscal 2014 to $5.1 million.
The Enterprise is expected to maintain adequate coverage of debt service, supported by annual rate increases of
5% per year from 2015-2017, 4% in 2018, and 3% in 2019. Furthermore, management reports increasing water
resource and water tap fees through that same time period. For fiscal 2014 debt service coverage is also
expected to remain flat at 3.38 times and, net of connection fees, is estimated to be 1.01 times. Fiscal 2015
budgeted projections include a $1.6 million surplus improving coverage to 4.7 times. Although secured by the
Town's available revenues, including the general fund, the Water Enterprise also supports approximately $25
million in outstanding Certificates of Participation (COP) obligations: fiscal 2013 coverage of combined revenue
bonds and annual COP base rental payments is 2.27 times. The Enterprise's ability to manage and maintain
structural balance of operations and prudent debt service coverage ratios will influence how the Enterprise will
perform in the future relative to other A1-rated Water Enterprises.
HIGHER THAN AVERAGE DEBT RATIO WITH POTENTIAL FUTURE BORROWING NEEDS
The Enterprise's debt ratio is higher than average, but not inconsistent for the A1-rating category, at 36.3% in fiscal
2013. The debt ratio includes the $24.1 million in senior lien debt outstanding as well as approximately $25 million
in COPs issued by the Town of Erie Finance Corporation. The COPs are secured by a lease purchase agreement
that is subject to annual renewal and appropriation with base rental payments made from any legally available
resource of the Town. 1,280 water right shares from the Colorado Big Thompson Project serve as the leased
asset. The Town has and expects to continue to make base rental payments from the water fund. Moody's notes
that significant capital outlay may be required in the future for additional water supplies and an expansion to the
treatment facility.
LEGAL PROVISIONS PROVIDE STANDARD BOND HOLDER SECURITY
Other than the additional bonds test, legal provisions under the bond ordinance are standard and include a
standard cash funded debt service reserve requirement and a rate covenant equal to 125% of average annual
debt service.
WHAT COULD MAKE THE RATING GO UP
- Increasing debt service coverage levels, net of growth-related revenues
- Trend of increasing size of the service system
WHAT COULD MAKE THE RATING GO DOWN:
- Material declines in debt service coverage
- Inability to effectively manage water needs

KEY STATISTICS
Total Water Accounts: 7,095
Asset Condition, 2013: 56 years
System size, 2013: $3,191
Median family income: 169% of U.S.
Total Annual Debt Service Coverage, FY 2013: 3.38x
Maximum Annual Debt Service Coverage (excluding connection fees), FY 2013: 1.26x
Operating Ratio, FY 2013: 49.9%
Debt Ratio, FY 2013: 36.3%
Median Family Income, 2009: $106,540 (169% of the US)
The principal methodology used in this rating was Analytical Framework For Water And Sewer System Ratings
published in August 1999. Please see the Credit Policy page on www.moodys.com for a copy of this methodology.
REGULATORY DISCLOSURES
For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.
Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.
Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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