





Requests:
The Subcommittee recommended that the following work products be produced by staff:
Short-term

1) An explanation from the Comptroller as to the difference in Retained Earnings from what was
certified by the Department of Revenue to what is the actual amount. (Provided as Attachment
B)

2) A vyear-to-date budget update (through February 28, 2009). (Provided as Attachment C)

3) Creation of a list of Frequently Asked Questions concerning Water & Sewer Rates to post on the
website (Provided as Attachment D)

4) A letter to multi-unit properties and condominiums addressing issues regarding averaging
including the basis for and explanation of the decisions that have been made, including (a) to
which properties the averaging method is and is not being applied, (b) the basis for applying the
S5 administrative charge, and (c) the determination to not apply the averaging method for
irrigation water usage. (In progress)

5) An updated list of recently completed Water/Sewer capital projects. (In progress)

6) An updated list of ongoing and pending Water/Sewer Capital projects and their status or
timetable. (In progress)

Long-term (and ongoing)

7) Creation of a longer-term maintenance plan for Water & Sewer assets similar to pavement
management program.

8) Annual estimates of the impact of operating and capital budgets on Water/Sewer Rates.
Recommendations:

At this point in time, staff recommends no changes to the rates or rate structure as adopted by the
Board of Selectmen in June 2008. When rate setting for FY 2010 begins next month, staff will
recommend a few changes to the rates themselves and reengage the board in the formal adoption of
financial management policies for the Water/Sewer Enterprise Fund.

Staff is available to answer any questions.

Attachments:

A- Summary of ratepayer concerns regarding Water/Sewer Enterprise rates and operations and
what has been done about them.

B- Letter from Comptroller to Board of Selectmen explaining FY 2009 Retained Earnings difference
between DOR certification and actual amount.

C- Year-to-Date Budget update of Water/Sewer Operations through December 31, 2008.

D- List of Frequently Asked questions regarding Water /Sewer Issues.
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Iltem 5a Attachment A

Presentation:

- Can all of the Revenues be broken out? (e.g.; separate out monies raised from water, sewer
rates, administrative service fees, liens, etc.)
Answer: Yes; this has been corrected for online version of the Water/Sewer Rate Summary.




Attachment C

Water & Sewer Expenditure Summary - FY 2009 through 2/28/2009

Shown below is the Y-T-D Revenue & Expenditure Summary for the Water & Sewer Enterprise Fund. Through
the first 8 months of the fiscal year, revenues collected are performing better than expectations by close to
$730,000, while expenses are under budget by close to $700,000. From the Revenue perspective, this is
expected because of higher usage billed in the Summer and Fall when irrigation usage is captured on bills. From
the Expense side this is expected, because of when debt payments are scheduled and no use of the Reserve
Fund through February 28th.

The columns on the far left are the total budget and the forecast at year-end. Revenues should be
approximately $250,000 higher than forecast while expenses at year end should be more than $350,000 less
than budgeted. All told, this should mean turnbacks close to $650,000.

Revenues
Budget Y-T-D Actual Y-T-D Budget Forecast

Rate Revenue

Water S 3,246,303 S 3,489,097 S 4,869,455 S 4,814,954

Sewer S 4,869,455 S 5,390,726 S 7,304,182 S 7,439,202
Rate Revenue S 8,115,758 S 8,879,823 | $ 12,173,637 §$ 12,254,156
Investment Income S 40,000 $ 12,300 | S 60,000 S 20,000
Liens S 300,000 S 317,754 | S 450,000 S 635,507
Betterments S 133,333 S 149,191 | S 200,000 S 298,383
Misc. Fees S 123,333 §$ 96,486 | $ 185,000 $ 144,729
Total Revenue S 8,712,425 $ 9,455,555 | S 13,068,637 $ 13,352,776
Expenses

Budget Y-T-D Actual Y-T-D Budget Forecast

Sewer S 3,289,251 $§ 3,272,473 | $ 4,933,877 S 4,908,710
Water S 1,286,703 S 1,200,355 | S 1,930,055 S 1,800,533
Utility Billing S 144,841 S 138,706 | $ 217,262 S 208,059
Fringe Benefits S 441,023 S 466,409 | S 661,535 S 661,535
Debt Service S 1,509,709 S 1,212,676 | S 2,264,563 S 2,264,563
Reserve Fund S 133,333 S - S 200,000 S -
**Indirects** (included in G/F) S 1,697,563 S 1,697,563 | S 2,546,345 S 2,546,345
**Capital** S 210,000 S 32,383 [ S 315,000 S 315,000
Total Expenses S 8,712,425 $ 8,020,567 | $ 13,068,637 $ 12,704,745

Balance of Operations

1,434,988

648,031

Notes:

Year-end forecasts for rates assume 92% collection rates.

FY 2009 Y-T-D Budget Summary and Forecast

March 16, 2009




Attachment D

*¢® Who sets the rates?

A: The Board of Selectmen set the rates for water & sewer users in the Town of Natick. This is
because in addition to being elected to the Board of Selectmen, they also serve as the Water &
Sewer Commissioners.

*¢® When can rate payers raise or voice concerns to the Water & Sewer Commissioners?

)

A: Concerned ratepayers can send correspondence (via phone, e-mail or written letter) to the
Board of Selectmen at anytime. They can also appear at any Selectmen’s meeting and be heard
under Citizen’s Concerns.

\ ese

% What is the rate setting philosophy for the Town of Natick?

)

A: Water & Sewer Rates were established for FY 2009 with three primary goals: 1) Raise
sufficient revenues to cover costs. 2) Promote water conservation. 3) Structure rate increases
such that the average water/sewer user pays the average rate of increase.

\ ewe

™ Why are rates so much higher this year than last year? What happened?

)

A: Due to the combination of decreased usage, increased expenses and a diminished amount of
savings to augment rates, revenues from rates must increase approximately 23% for FY 2009. In
order to achieve this increase, the Water & Sewer Commissioners voted a tiered increase in the
rates from the current fiscal year to FY 2009.

\ ese

"% What are the major changes in FY 2009?

[

A: The rates approved for FY 2009 institute a number of changes in the rate structure for both
water & sewer users. They include:

- Creation of new tiers: Instead of tiers running from 0-7, 7-20, 21-40, 41-100 and 100+
HCF (Hundred Cubic Feet), the tiers have been condensed to four: 0-10, 11-20, 21-40
and 40+ HCF

- Elimination of the Minimum Bill

- Creation of a $5.00 Administrative Service Fee

- Modified averaging for certain master meter properties

l1|Page



- Simplification of MWRA & Sewer rates into one combined rate

¥ What should | do if | have a guestion about my bill?

)

A: You should contact the Treasurer’s Office at (508) 647-6425 if you have any questions about
your bill.

“* How can | abate my bill?

[

A: Abatements to Water & Sewer Bills begin with the Treasurer. Once you have contracted the
treasurer’s Office, he can make a determination as to your individual situation and can decide
whether to abate your bill or forward to the Water/Sewer Commissioners (Board of Selectmen)
for further investigation. The Treasurer can only abate bills if there is a billing error, incorrect
meter read, or if the property owner can demonstrate that excess usage does not go into the
sewer system.

Once it has been reviewed by the Treasurer and if it is determined it needs to be forwarded to
the BOS, the Board will schedule a date and hold an abatement hearing during a regularly
scheduled meeting. Most regularly scheduled meetings of the Board of Selectmen begin at
7:00pm on Monday Night’s. Please check the public meeting calendar at www.natickma.org for

more information on meeting times and dates.

2|Page



Memorandum
To: Board of Selectmen
From: Michael Walters Young, Deputy Town Administrator

Cc: Martha White, Town Administrator
Robert Palmer, Finance Director

Date: Friday, March 13, 2009

Re: Iltem 5b. FY 2010 Capital

Item 5b.

The Water/Sewer Enterprise Division has requested capital projects totaling $1,650,000 for FY 2010. The
most critical of these projects is the $100,000 to upgrade the SCADA system and the $150,000 in routine

Sewer Main Relining. Those projects and their recommended funding sources are listed below:

FY 2010 Water/Sewer Enterprise Capital Requests

Upgrade SCADA Cash $100,000
- Upgrades the SCADA Townwide

Sewer Main Relining Cash $150,000
- Annual relining of sewer mains in various locations

WTP/EIm Bank Security Rehab Cash $100,000

- Replaces an antiquated and aging security system. Necessary to maintain proper
protection of the Water Treatment Plant.

Sub-total cost of all Cash Funded Projects in FY 2010 $350,000

Replace W-30 $250,000
- Replaces a 1998 Sewer Vac/Truck with a more efficient model

Replace Springvale #1 Well $250,000

- Among one the most important priorities for the Water & Sewer Enterprise
Division, this project would comprise two years and incorporate replacing and
increasing the capacity of the Springvale #1 Well within 250 feet of the existing
well. This is required by the Mass. Department of Environmental Protection. It
has the benefits of increasing water flow to the Water Treatment Plant, assists in
keeping the reservoirs full at peak demands in the summertime and allows for
improved management of the Town’s ten wells.




Broad’s Hill Town Forest Renovations $500,000
- Project would replace roofs and wall sections at reservoirs in the Town Forest
based upon results of inspection from 2008.

Sewer Pump Station Replacement & Upgrade $300,000
- This project would replace the Crescent and Fieldstone sewer pump stations

Sub-total cost of all Debt Funded Projects in FY 2010 $1,300,000

Total All Requests — FY 2010 $1,650,000

Financing

As indicated above, $350,000 of capital is forecast to be funded directly from rate revenue, while the
remaining $1,300,000 is forecast to be funded through debt. This has very limited financial implications
in FY 2010, as only one interest payment would be required to be paid for this issuance in FY 2010.
However, and additional $305,000 of cost would hit in FY 2011 unless the items listed above are issued
for periods greater than 10 years. Staff is researching the ability of the Selectmen to extend the useful
life of some of these items to produce a lesser burden on ratepayers in FY 2011 and beyond.

A detailed debt analysis is attached.
Recommendations:

At this point in time, staff recommends proceeding with $1,650,000 of capital requests for the
Water/Sewer Enterprise. This is not without a cost, however, and that cost will be described in greater
detail in Section 5d. of Monday night’s agenda.

We hope to have detailed descriptions of each project available at the meeting on Monday Night.

Staff is available to answer any questions.

Attachments:
A- FY 2010-2015 Capital Plan
B- Debt Summary for Water/Sewer Enterprise Fund — FY 2010 through FY 2027.

FY 2010 Capital Recommendations 2 Item 5b



Town Of Nat|Ck Item 5b. Attachment A

& _J Home of Champions
FEEFE FY 2010 Budget Development

Capital Plan - FY 2010-2015

Department/Project FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 Beyond Total

Enterprise Funds

Public Works - Water/Sewer

REPLACE EVERGREEN #1 WELL 0 0 250,000 0 0 0 0 250,000
REPLACE SPRINGVALE #1 WELL 250,000 250,000 0 0 0 0 0 500,000
REPLACE SPRINGVALE #4 WELL 0 0 0 250,000 0 0 0 250,000
SEWER MAIN RELINING 150,000 150,000 150,000 150,000 150,000 150,000 150,000 1,050,000
ELM BANK REPAIRS - VFD 0 100,000 0 0 0 0 0 100,000
BOOSTER PUMP - GLENRIDGE 0 250,000 0 0 0 0 0 250,000
REPLACE W-30 250,000 0 0 0 0 0 0 250,000
PINE OAKS WELLS REPLACE MCC 0 0 0 90,000 0 0 0 90,000
RUNNING BROOK/VESTA RD PUMP STATION 0 0 10,000 0 0 0 0 10,000
SEWER ALARMS UPGRADE 0 0 100,000 0 0 0 0 100,000
TRAVIS ROAD GENERATOR 0 0 75,000 0 0 0 0 75,000
REPLACE ROOFS AND GUTTERS WELL HOUSES&SEWER STA. 0 50,000 50,000 0 0 0 0 100,000
SEWER MAIN ON COTTAGE & UNION STREET 0 50,000 0 0 0 0 0 50,000
WTP/ELM BANK SECURITY REHAB 100,000 0 0 0 0 0 0 100,000
CHLORINE UPGRADE ELM BANK/PINE OAKS/MORSE POND 0 90,000 0 0 0 0 0 90,000
UPGRADE SCADA 100,000 0 0 0 0 0 0 100,000
BROADS HILL TOWN FOREST RENOVATIONS 500,000 0 0 0 0 0 0 500,000
SEWER PUMP STATION REPLACEMENT AND PUMP UPGRADE 300,000 0 0 0 0 0 0 300,000
GENERATOR BRADFORD RD & GRINDER PUMP 0 0 0 125,000 0 0 0 125,000
W-12 AIR COMPRESSOR 0 0 30,000 0 0 0 0 30,000
DATA COLLECTION GPS BASE STATION 0 0 25,000 0 0 0 0 25,000
REPLACE SPRINGVALE WELL #3 0 0 0 200,000 0 0 0 200,000
Total Water & Sewer Enterprise 1,650,000 940,000 690,000 815,000 150,000 150,000 150,000 4,545,000

FY 2010-2015 Capital Plan Rev. March 6, 2009



Town of Natick item 5b.

Attachment B

Water/Sewer Rates - FY 2010 (Proposed)
Item 5b. Debt Analysis

The analysis shown below is a composite forecast of Water/Sewer Enterprise Debt for the next 20+ years. Existing projects are shown below, while new/forecast projects
& issuances are shown in red above the line. All new debt is forecast to be issued at 3.5% interest, with projects under $500,000 issued for 5 years and those over
$500,000 issued for 10 years. This is only for discussion purposes, and it is very likely debt would be issued to maximize the best rates and gaps available in the rate

strucutre.
$3,000,000
$2,500,000
$2,000,000
$1,500,000
E New
$1,000,000 O Existing
$500,000
$' T ,_l T l_l T T T
FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018
Existing $ 2,389,052 $ 2,240,816 S 2,120,991 S 1,647,163 $ 1,469,411 S 1,074,438 S 889,698 S 863,208 S 839,404
New S 26,000 $ 3055500 $ 520,870 S 632,310 $ 761,050 S 867,035 S 1,257,995 $ 1,031,985 S 897,130
Total $ 2,415,052 $ 2,546,316 S 2,641,861 S 2,279,473 $ 2,230,461 S 1,941,473 S 2,147,693 $ 1,895,193 S 1,736,534
FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Existing S 807,288 S 711,881 S 610,285 S 536,862 S 493,823 S 486,166 S 471,657 S 111,536 $ 107,179
New S 748,125 S 676,600 S 527,000 S 511,250 S 4955500 $ 479,750 S 414,000 S - S -
Total $ 1,555,413 $ 1,388,481 $ 1,137,285 $1,048,112 $ 989,323 §$ 965,916 S 885,657 S 111,536 S 107,179

March 16, 2009



Item 5c.

Memorandum

To: Board of Selectmen
From: Michael Walters Young, Deputy Town Administrator

Cc: Martha White, Town Administrator
Robert Palmer, Finance Director

Date: Friday, March 13, 2009

Re: Item 5c: FY 2010 Operating Budget Request for Water & Sewer Enterprise Fund

Attached to this cover memorandum is the FY 2010 Recommended Budget for the operations
of the Water & Sewer Enterprise Fund. Total requests for operations come to $10,881,523 or an
increase of $604,231 or 5.9% over last year’s appropriation.

Key drivers include:

Higher MWRA Assessment: The budgeted assessment for the MWRA is $405,286 or 10% higher
than FY 2009. Although this is a planning number (final assessment numbers will not be

available until June 2009), initial assessments from the MWRA are running between a 9-9.5%
increase. Staff does not believe any changes should be made in that amount this year.

Debt Service Costs: $150,489 or 6.6% higher; driven by initial principal payments for several
projects in FY 2010 (see pages X.1.10 & X.1.11 for more information).

Staff will be on hand to answer any questions.



TOW” Of Na“Ck Revised FinComm BOS

(o) Home of Champions 1/29/2009 | 1/29/2009
e — FY 2010 Budget Development App. 10-0-0
Department: Water & Sewer Enterprise Fund -

Mission:

Water & Sewer Operations:

The mission of the Natick Department of Public Works is to maintain and improve in a cost-efficient
manner the infrastructure, buildings, equipment, and recreational facilities of the Town and be ready
and available to provide immediate and professional response to emergency situations.

The Department will provide safe and adequate drinking water and fire protection by maintaining and
improving with available resources the water treatment plant, wells and water mains throughout town.
The Department will also provide dependable and reliable trash collection and recycling services to the
residents of the Town.

The Department will assist, support and cooperate with other Town departments, boards and
commissions as well as other municipalities, State and Federal agencies in all relevant activities that
promote and benefit the Town and the quality of life for the citizens of the Town.

Utility Billing Operations:

The Utility Billing office is responsible for the billing and collecting of Water and Sewer activity. This
includes uploading the usage files received from DPW on a monthly basis, recording the receivable due
to the Town of Natick, printing and mailing of water/sewer invoices, and posting water/sewer cash
receipts. Also process abatements, corrections, final billing for real estate sales and special billings for
backfills, valve work, etc, and maintain the senior citizen account designations with the Assessor's Office.
Finally, this department is also responsible for answering customer inquiries and problem research.

Goals:

Water & Sewer Operations:

-Replace the 2” water main on Vermont Ave, Maine Ave, Massachusetts Ave, and Gannett Road with 8”
D.l. water pipe

-Replace the 20 year old or older water service lines on Oak Street and Pine Street.

-Replace the valves on the H&T sand filters at the water treatment plant.

-Start media replacement on the air strippers and pressure filters at the water treatment plant.
-Upgrade SCADA software and hardware.

-Install flow meters at elm bank wells.

-Finish phase 5 water relining.

Utility Billing Operations:

Personnel Advancement

- Work with Personnel Director on customer service/team building

- Reconfigure Collector’s Office personnel to facilitate better service

Enhance On-line, Web, Computer Applications

- Work with DPW to add on-line Geographic Information System (GIS) capabilities; create Executive
Committee to enhance usability throughout organization

- Working with Information Technology department, work toward development of intranet

Budget Process Improvements

- With DPW, consider alternatives to water billing system

Water & Sewer Summary Page X.1.1 3/16/2009



Town of Natick

Home of Champions
FY 2010 Budget Development

Department: Water & Sewer Enterprise Fund _

Goals (con't)

Utility Billing Operations:

Miscellaneous

- Implement new water billing system including averaging for condos

- Begin to assess opportunities for public information kiosk at Town Hall & Morse Institute Library

Budget Overview:

The Water & Sewer Enterprise Fund has three divisions within it: Sanitary Sewer, Water & Utility
Billing.

Department of Public Works Sewer Division

I. Main Purpose of the Department

The Sewer Division operates and maintains over 131 miles of the sewer collection system and seeks to
meet or exceed all federal and state mandates and guidelines governing the sewer collection system.
The division monitors the town’s thirty six sewer pump stations seven days a week. Personnel from this
division are on call twenty four hours a day, seven days a week to respond to any sewer emergency.
Il. Recent Developments

e Completion of the Speen Street and Park Avenue sewer main projects

¢ Continuation of the sewer mains relining program

* Replacement of Grove Road and Jennings Pond Sewer Pump Station

lll. Current Challenges

* Implementation of the Infiltration and Inflow (/1) study of the Town’s sewer system

¢ Maintain program to alleviate chronic sewer back up areas

¢ Monitoring the sulfides in the sewer system

¢ Loss of Rate Reduction funding by the MWRA may impact MWRA rates.

IV. Significant Proposed Changes for the Upcoming Fiscal Year and the Budget Impact

e Increase to Sewer Pump Station/Line Maintenance to reline problem sewer mains and to continue the
Degreasing Program.

¢ Increase of utility costs

¢ Fieldstone Lane and Crescent Street sewer pump station renovations

V. On the Horizon

¢ Coordination of the water and sewer line expansion and rehabilitation with the Natick Mall and
Chrysler Road Housing Development

Department of Public Works Water Division

I. Main Purpose of the Department

The Water Division operates and maintains the Town’s water wells and water treatment plant. It
provides safe and potable drinking water throughout the 152 miles of distribution mains throughout
Town. The Division is responsible for water meter calibration, reading over 12,500 meters, and the
installation, inspection and testing of backflow prevention devices. In addition, the Division is
responsible for water quality testing on a weekly basis, the testing and maintenance of 1,400 fire
hydrants and the repair of water leaks. Personnel from this Division are on-call twenty four hours a day,
seven days a week to respond to any water emergency.

Water & Sewer Summary Page X.1.2 3/16/2009



Town of Natick

Home of Champions
FY 2010 Budget Development

Department: Water & Sewer Enterprise Fund _

Budget Overview:

Department of Public Works Water Division (con't)

Il. Recent Developments

¢ Implementation of the Environmental Management System (ISO 14001) at the Springvale Water
Treatment Plant

¢ Completion of Backflow Prevention Program

¢ Phase 4 of the Water Main Relining program is completed

¢ Implemented a new water leak detection program to reduce unaccounted for water.

¢ Replacement of all residential water services on Speen Street

lll. Current Challenges

¢ Continue to update the ISO 14001 Certification of the Springvale Water Treatment Plant

e Completion of the current contracts for the Phase 5 Water Main Relining program

* Replacement of all residential water services on Oak Street, Pine Street, Glen Street, and Union Street
e Structural and sanitary survey and inspection of both reservoirs and installation of chlorine injector
system to the Town Forest Reservoir.

IV. Significant Proposed Changes for the Upcoming Fiscal Year and the Budget Impact

¢ Implement a new pump preventive maintenance schedule

¢ Significant increase in the cost of electricity.

V. On the Horizon

¢ Coordination of the water and sewer line rehabilitation with the Natick Mall and Chrysler Rd Housing
Development.

Utility Billing Division

I. Main Purpose of the Department

The primary responsibility of the Department is the quarterly billing of 12,550 water and sewer
accounts. These duties include preparation of quarterly invoices, dispute resolution with rate payers,
special fee invoicing, etc. This Department is responsible for the certification of delinquent accounts to
the Board of Assessors for inclusion as water and sewer liens transferred to real estate bills.

Il. Recent Developments

In FY2010 a web application that will facilitate the public viewing of actual bills in a “.pdf” format will be
implemented.

lll. Current Challenges

The format and content of information included with the water and sewer bill is being evaluated for
clarity. The goal is to improve the information provided to ratepayers. The budget request for FY2010
includes an additional $10,000 for improvements to the billing software.

IV. Significant Proposed Changes for the Upcoming Fiscal Year and Budget Impact

A more informative billing format will be implemented in FY2010. This format will at a minimum include
usage history, comprehensive explanation of bill calculation, and other informational materials. The
budget request for FY2010 continues to include funding for improved notification to delinquent
accounts, notification to subsequent/new property owners, and additional research/resolution for
returned mail.

Water & Sewer Summary Page X.1.3 3/16/2009



Town of Natick

Home of Champions
FY 2010 Budget Development

Department: Water & Sewer Enterprise Fund _

Budget Overview:

Utility Billing Division (con't)

V. On the Horizon
The development of increased Internet access to information and the development of information

kiosks at Town Hall and Library are priorities for the near future.

Water & Sewer Summary Page X.1.4 3/16/2009
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Memorandum

To: Board of Selectmen
From: Michael Walters Young, Deputy Town Administrator
Cc: Martha White, Town Administrator
Robert Palmer, Finance Director
Date: Friday, March 13, 2009
Re:

Item 5d: Preliminary Rate Proposals & Options for FY 2010

Item 5d.

In order to assist the Board in its deliberations on Monday, March 16 regarding the proposed FY
2010 operating and capital budgets for the Water/Sewer Enterprise Fund, staff has prepared

several preliminary rate proposals for your consideration.

Within initial steps taken to contain costs, the most notable issuance of debt-funded capital
projects to minimize costs in FY 2010, the budget for FY 2010 looks like this:

FY 2008 FY 2009 FY 08-09 FY 2010 FY 09-10 Change
Budget Budget % Projected $ %

Water & Sewer Enterprise Revenues
User Charges 9,992,305 12,173,950 21.8% 12,771,522 597,572 4.9%
Connection Fees 94,291 95,000 0.8% 95,000 - 0.0%
Other Departmental Income 739,814 740,000 0.0% 700,000 (40,000) -5.4%
Investment Income 81,930 60,000 | -26.8% 45,000 (15,000) -25.0%
Retained Earnings 2,675,000 - | -100.0% - - #DIV/0!
Total Water & Sewer 13,583,340 13,068,950 -3.8% 13,611,522 542,572 4.15%
Water & Sewer Enterprise Expenses
Sewer 4,743,775 4,933,877 4.01% 5,366,642 432,765 8.8%
Water 1,649,681 1,930,055 17.00% 2,009,372 79,317  4.1%
Utility Billing 231,116 217,262| -5.99% 220,336 3,074  1.4%
Fringe Benefits 604,816 661,535| 9.38% 600,120 (61,415) -9.3%
Debt Service 1,888,392 2,264,563 19.92% 2,415,052 150,489 6.6%
Reserve Fund 0 200,000| #DIV/0! 200,000 - 0.0%
**|ndirects** (included in G/F) 2,379,592 2,546,345 7.01% 2,450,000 (96,345) -3.8%
**Capital** TBD 315,000 #VALUE! 350,000 35,000 11.11%
Total Water & Sewer 11,497,373 13,068,637 13.67% 13,611,522 542,885 4.15%




All things being equal, and the operating and capital budget proposals approved as they have
been submitted, rates would go up approximately 4.9% in FY 2010. For the “normal” average
user of water/sewer services (26.57 HCF/quarter), the annual bill would increase from $958.20
to $1005.15. This is a prospective increase of $11.74/quarter or $46.95/annually.

Option 1: Rate Increase of 4.9% - WSM - Single Family Unit

2009 Tier Combined Rate Consumption Qtr. Cost Annual Cost
Bills 0-10 S 5.23 10 $ 5230 $  209.20
011-20 S 9.10 10 S 91.00 S 364.00

021-40 S 14.65 6.57 $ 96.25 S  385.00

26.57 $239.55 $§ 958.20

2010 ver.1 Tier Combined Rate Consumption Qtr. Cost Annual Cost
Bills 0-10 S 5.49 10 $ 5486 S 219.45
011-20 S 9.55 10 $ 9546 S  381.84

021-40 S 15.37 6.57 $ 10097 S  403.87

26.57 $ 251.29 $ 1,005.15

Options for Rate Reductions:

Rates are expected to be impacted solely by the amount expenses necessary to run operations
in FY 2010. Unlike last year’s model, initial projections show that FY 2008 was a better year than
FY 2007 from a usage perspective, so there will be no need to make up for lower usage in the
rates. And, most importantly, with no use of retained earnings in FY 2009, there is no deficit in
one-time revenues to make up. To reduce rates, staff advises one of two options:

1) Reduce capital expenditures and/or
2) Apply limited amounts of retained earnings to fund capital.

One or both of these approaches could be taken to lower potential rate increases. Staff would

advise either the elimination of up to $250,000 of cash-funded capital expenditures and/or the
application of $250,000 of retained earnings. Currently there is $656,440 of Certified Retained

Earnings available.



If $250,000 of retained earnings were applied to fund capital, the new summary would appear

as follows:

FY 2008 FY 2009 FY 08-09 FY 2010 FY 09-10 Change

Budget Budget % Projected $ %

Water & Sewer Enterprise Revenues
User Charges 9,992,305 12,173,950 21.8% 12,521,522 347,572 2.9%
Connection Fees 94,291 95,000 0.8% 95,000 - 0.0%
Other Departmental Income 739,814 740,000 0.0% 700,000 (40,000) -5.4%
Investment Income 81,930 60,000 | -26.8% 45,000 (15,000) -25.0%
Retained Earnings 2,675,000 - | -100.0% 250,000 250,000 #DIV/0!
Total Water & Sewer 13,583,340 13,068,950 -3.8% 13,611,522 542,572 4.15%
Water & Sewer Enterprise Expenses
Sewer 4,743,775 4,933,877 4.01% 5,366,642 432,765 8.8%
Water 1,649,681 1,930,055 17.00% 2,009,372 79,317 4.1%
Utility Billing 231,116 217,262 -5.99% 220,336 3,074 1.4%
Fringe Bengfits 604,816 661,535| 9.38% 600,120 (61,415) -9.3%
Debt Service 1,888,392 2,264,563 19.92% 2,415,052 150,489 6.6%
Reserve Fund 0 200,000| #DIV/0! 200,000 - 0.0%
**|ndirects** (included in G/F) 2,379,592 2,546,345 7.01% 2,450,000 (96,345) -3.8%
**Capital** TBD 315,000 #VALUE! 350,000 35,000 11.11%
Total Water & Sewer 11,497,373 13,068,637 13.67% 13,611,522 542,885 4.15%

This would result in a rate increase of 2.9%

Option 2: Rate increase of 2.9% - WSM — Single-Family Unit

2009 Tier Combined Rate Consumption Qtr. Cost Annual Cost
Bills 0-10 S 5.23 10 $ 5230 $  209.20
011-20 S 9.10 10 $ 91.00 $ 364.00

021-40 S 14.65 6.57 $ 96.25 $  385.00

26.57 $239.55 $ 958.20

2010ver.1 Tier Combined Rate Consumption Qtr. Cost Annual Cost
Bills 0-10 S 5.38 10 $ 53.82 § 215.27
011-20 S 9.36 10 $ 9364 S 374.56

021-40 S 15.07 6.57 $ 99.04 S 396.17

26.57 $246.50 $  985.99

III

For the “normal” average user of water/sewer services (26.57 HCF/quarter), the annual bill
would increase from $958.20 to $985.99, or an increase of $6.95/quarter and $27.79/annually.

Further permutations could be considered, but staff strongly advises against spending down
retained earnings any further than $400,000 for the remainder of FY 2009. If the FY 2009
forecast holds, and $640,000 is turned back at year’s end, retained earnings in the
Water/Sewer Enterprise Fund could be certified close to $1,000,000 as of 7/1/2010, an
important step in gradually rebuilding the health of the enterprise fund as outlined in the
recommended fiscal management policy, a copy of which is attached.



Appendix H - Water-Sewer Policies

The Town of Natick does not have adopted policies governing the use and administration of its finances. One
such area where policies are a necessary and effective tool is for Enterprise Funds. The list of proposed
policies below is not a complete list, and is intended for discussion purposes only. Any adoption of policies
for one entity of the Town should be done in concert with a comprehensive set of policies for all fiscal
matters.

Town of Natick, Massachusetts

Water/Sewer Enterprise Fund Recommended Financial Policies

1) Reserves

Maintaining adequate reserves is a fundamental principle of sound financial management. Although there is
no standardized reserve policy guidance for enterprise funds in Massachusetts, industry practice would
suggest the following:

a) Operating Reserve: Maintain 30-60 days of operating reserve in retained earnings or a specialized
stabilization fund at all times. The Natick equivalent to this in FY 2009 would be approximately
$1,000,000-52,000,000. This reserve could be used to stabilize rates in the event of unforeseen,
significant budgetary impacts, (e.g. unpredicted mid-year MWRA Assessments).

b) Capital Reserve: Maintain an appropriate capital reserve for two purposes: a) to mitigate those pieces
of the Town's infrastructure which pose a moderate to immediate risk and require immediate resolution,
and b) to fund items which regularly need to be replaced (i.e. Vehicles, Equipment and Small
Infrastructure). The recommended amount for Natick would be approximately $750,000.

c) Asset Renewal & Replacement Reserve (Stabilization Fund): In order to augment debt issuance and
repayment costs, the Town should establish and regularly fund an Asset Renewal & Replacement Fund for
the purpose of partially or completely funding capital improvements.

2) Capital Financing

In order to preserve the Town’s fixed asset base and ensure that Water and Sewer facilities, and equipment
efficiently and effectively support the Town’s programs and operations, the Town should provide consistent
and stable funding sources for the timely and periodic renewal and/or replacement of water/sewer
infrastructure, vehicles and equipment. To that end:

a) Methods of Financing: Generally, the Town shall finance all vehicles, equipment and infrastructure with
a useful life under 10 years out of its Capital Reserve. For those vehicles, equipment and infrastructure
with a useful life greater than 10 years, the town shall borrow as per the regulations set forth under
M.G.L. Ch. 44 Sec, 7 & 8 and/or any other applicable laws.

b) Debt Management: When borrowing is necessary to finance a capital improvement, the Town Finance
Director shall seek to issue bonds in such way as to minimize issuance and interest costs while achieving
the best terms for the financial betterment of the Enterprise Fund.
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c) Capital Planning: All capital projects funded through the Enterprise Fund must be part of the agreed to
and adopted 5-year Capital Improvement Plan.

3) Rate Structures

a) The Town of Natick should continue its established practice of ascending or inclined block rates for
water usage in order to promote conservation.

b) Rates should be proposed and adopted sufficient to cover all costs incurred during the fiscal year with
the exception of catastrophic events. Mid-year rate modifications should be avoided whenever possible.

These policies should be reviewed at regular intervals for their effectiveness and continued improvement.
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