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Brighton utilities department

The “$70 million:” what’s known and unknown
The rate study sheds light on a controversial talking point in Brighton. Moving forward, how to understand

it.

By Liam Adams
Friday, August 30, 2019 at 4:27 pm (Updated: August 30, 4:43 pm)

Along with recommending that council lower residents’ rates, a recent rate analysis also shed light on the infamous “$70 million” in
extra utilities money, or “slush fund” as it’s been called.

The number’s been the fulcrum of political controversy in town. By its sheer existence, some
believe former City Manager Philip Rodriguez was unjustly terminated and that Mayor Ken
Kreutzer should be recalled.

“It’s common knowledge now that the city has in its possession approximately $70,000,000 in
excess funds collected from its customers, that has no declared or intended purpose according to
the city’s budget,” said Brighton Recall.

“This $67 million was from over-collected water bill charges from the families and businesses of
Brighton, that started in 2012,” they also said. The allegation has made a splash in a community of
residents who’ve felt that, for years, they’ve been paying too much for water.

While the amount of “unrestricted funds” in utilities funds was nearly $70 million upon Rodriguez’s “discovery,” the public wasn’t told it
wasn’t all from residents. Tuesday night’s rate study showed otherwise.

Current fund balances

The city’s utilities funds are made up of three funds – water, wastewater and storm water — and within two categories: net capital
investments and unrestricted net position. The former are allocated expenses for the current year, since Brighton’s budget operates on
a yearly basis. The latter category are savings for expenses beyond the current year.

Altogether, there’s $187.9 million, according to the latest audited figure in the 2018 City Annual Financial Report (CAFR).

In the unrestricted category, there’s different revenue streams for the three funds. In water and wastewater, there’s operating and
maintenance payments (O&M) from ratepayers (including residents and local business owners) and PIFs, which developers pay for
“growth” related projects.

Both developers and ratepayers pay impact fees to storm water. 

An analysis from Stantec analysis showed that in water, there’s $15.2 million in O&M and $21.8 million in PIFS. In wastewater, there’s
$12.6 million in O&M and $6.2 million in PIFs.

The rate consultant didn’t breakdown storm water, but the 2018 CAFR said both ratepayers and developers have contributed $4.8
million.

In the current water and wastewater so-called unrestricted funds, residents have paid $27.8 million, not $70 million.

Thinking that residents’ money makes up an astronomical slush fund didn’t come out of nowhere, though, there was help along the
way.

How a complex set of numbers turned political controversy

Until recently, there hasn’t been widespread clarification that utilities funds are made up of different revenue streams.

In fact, the Blade originally reported there was $131 million, a calculation made from documents that Councilman Matt Johnston
provided. The councilman later told the Blade that he never thought the amount was more than $70 million.

The Blade later updated that figure after Rodriguez, who originally pointed out the funds to council in September 2018, highlighted the
CAFR’s, which succinctly state the number he referenced. Last fall, Rodriguez said the amount was $67.7 million, a calculation of the
2017 CAFR balance and year-to-date math. 

Throughout last fall, the “$70 million” was brought up on different occasions, either in the media and Johnston held public meeting. 

From those sources, confusion spread. It wasn’t until July 2 2019, when the next major discussion was had. Aside from a few
unrecorded city council study sessions, “This isn’t something that we’ve discussed at a public forum,” Rodriguez said.

What the former city manager said at the meeting, though, affected the city’s forward movement. It was a huge inspiration for Brighton
Recall.
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In his presentation, Rodriguez said that from 2012 to 2018, the utilities department had not completed projected projects, even though
there with a consistent cash flow.

In those years, he said, the city originally budgeted a total of $95.3 million, which the city would later re-adopt to $207.7 million through
a “re-budget amendment.” Ultimately, though, the city spent $58.3 million, resulting in a fund buildup.

All the while, the former city manager never specified which money was ratepayer funded and developer funded.

In fact, much of the money Rodriguez talked about were in PIFs, or from developers, said Maria Ostrom, Brighton’s interim finance
director.

The reason, Ostrom said, is previous Capital Improvement Plans (CIPs) projected a surface treatment plant, which wasn’t built and isn’t
considered necessary until 2031. However, the new 2019 CIP replaced that major expense with the expansion of the greensands
treatment operation.

Without making these distinctions, though, Rodriguez defiantly said, “It’s the social equity piece that we cannot just let skirt by any
longer.” He spoke in defense of those with steep water bills, seemingly suggesting a direct correlation between fund balances and
residents’ bills.

By the time of his speech, Rodriguez said he didn’t differentiate PIFs and ratepayer balances because, “that is not how the city of
Brighton views it.”

“There is no need to figure out how much of that came from a resident, how much of that came from a business, how much of that
came from a developer. Those dollars are all lumped together in the budget and in the audit,” Rodriguez said.

After his presentation, conversations further spiraled online, and the recall grew to the point of procuring a ballot measure in
November’s election.

Johnston said he never distinguished PIFs from ratepayer balances because, “The developer pays for it [PIF] up front and charges us.”
It’s all gouging, he said.

The night Rodriguez was terminated, the city manager’s attorney, David Herrera, spoke and said his client was a “whistleblower.”

“Mr. Rodriguez told you [council] about the $70 million mystery. He told you that the citizens and businesses of Brighton, Colorado,
were being overcharged for their utilities and not just a little bit,” the attorney said.

After then, the “$70 million slush fund” was fodder for those outraged over a recent billing cycle, and also been mentioned alongside
recent claims of unsafe drinking water.

Moving forward, how to understand the money

Stantec’s recommendation that rates be decreased by eight percent in wastewater and either eight percent or four percent in water
showed a few things about current fund balances.

For one, compared with future expenses, there’s healthy balances across the board. To meet projected needs, there won’t be drastic
rate increases or decreases, Ostrom said.

Between 2020 to 2029, the city’s projecting $50.1 million in O&M costs in the water fund, while also needing to retain a six-month
reserve in case of any emergencies.

In the wastewater fund, ratepayers will pay for the city to transition treating sewage at a local plant to a regional one under the “Metro
Wastewater Reclamation District.”

In 2009, the city agreed to pay more than $1 million a year to connect existing sewage lines to the metro plant and in 2035, pay a
balloon payment of over $12 million. However, originally agreed to payments outlined in the contract have also changed and will
continue to, depending on how much the metro district decides to charge.

On Tuesday, Stantec advised council to decrease PIF collection for wastewater because there’s not as many growth needs for sewage,
as a result of the transition to metro.

In addressing another concern, Ostrom told the Blade that current ratepayer balances include money that was previously collected and
not spent. However, why the money wasn’t spent is a separate question.

“I’m hoping they were doing the best they could,” Ostrom said. Revenue in and expenditures out is tricky when state standards change
or “something else becomes the priority,” she said.

Looking at all the fund balances and the city’s future needs, though, Ostrom said, “I’m sure glad it’s there.”


