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Watertown City Council

Administration Building
149 Main Street
Watertown, MA 02472
Phone: 617-972-6470

COMMITTEE OF THE BUDGET AND FISCAL OVERSIGHT MEETING
MONDAY, MARCH 21, 2022 AT 7:00 PM
RICHARD E. MASTRANGELO COUNCIL CHAMBER
AGENDA

1. Call to Order
2. Roll Call
3.  Purpose
A. Increase in the Base of the Retiree COLA
B. Review of the Water and Sewer Rate Study
C. Set Priorities for Federal Funds from the American Rescue Plan Act

4.  Adjournment

CC: Thomas Tracy - Acting City Manager
Steven Magoon - Acting Deputy City Manager
Gregory St. Louis - DPW Superintendent
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Batertown Contributory Retivement Board
Administration Building
149 MAIN STREET
WATERTOWN, MA 02472
TEL (617) 972-6456 - FAX (617) 923-3531

www.watertownretirement.com
THOMAS V. THIBAUT, JR., Chairman DOMENIC ARONE, Elected Member
THOMAS J. TRACY, Ex-Officio JOHN T. LOUGHRAN, Appointed Member
KATHLEEN KIELY-BECCHETT], Fifth Member
January 20, 2022

Watertown City Council
Administration Building
Watertown, MA 02472

RE: Increase to Base of Retiree Cost of Living Adjustment

Dear Honorable Council Members:

At the most recent Watertown Retirement Board (Board) meeting held on January 18, 2022 the Board
discussed the current retiree cost of living adjustment (COLA) which is currently 3% of $13,000 (max
of $390 per year per retiree). In attendance at this meeting was all of the Board members as well as
Michael J. Driscoll, City Manager and the Board’s Actuary Dan Sherman. We discussed our current
funding schedule, current funding status, as well as the Board’s significant Return on Investments for
the last three calendar years.

After discussion with the City Manager, the Watertown Retirement Board (Board) respectfully requests
approval by the City Council to increase the base amount upon which a retiree’s cost of living
adjustment (COLA) can be calculated, from its current maximum of 3% of $13,000, last approved in
2015, to 3% of $14,000. After review of the social and financial impact of such action, and after
consultation with its actuary, the Board unanimously supports this proposed increase.

Additionally, it was agreed that the Board would determine if certain financial indicators were met each
year prior to considering or requesting future Retiree COLA base increases. The City Manager
participated in this discussion and believed it to be a prudent approach in working collaboratively with
the City Council, Retirement Board and City Manager in accordance with the City Council’s Ongoing
Budget Policy Guideline 1C.

Therefore, the Board respectfully requests that the Honorable City Council vote to allow the increase
COLA base from 3% of $13,000 (max $390 per year per retiree) to 3% of $14,000 (max $420 per year
per retiree).

Retiree COLA History

Chapter 17 of the Acts of 1997 changed the way in which COLAs were granted to retirees, which
previously required an act of the Legislature. Because of the enactment of Proposition 2}z, which
prohibited state mandated costs upon municipalities, from 1982 to 1997 reimbursement to each
retirement board from the State Retirement System was required.

The law was changed so that each retirement system would pay for the COLAs that were granted by the
retirement board. The Public Employee Retirement Administration Commission (PERAC) annually
reports the COLA as determined for benefit recipients by the Social Security Administration, which is
based upon the Consumer Price Index (5.9% for 2022). The retiree COLA would be based upon that
amount, or three percent (3%), whichever was less, as applied to the first $12,000 of a retiree’s
allowance, or $360 annually. The changes, incorporated into Section 103 of Chapter 32, were subject to
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Subsequently, Section 51 of Chapter 127 of the Acts of 1999 was enacted, again subject to local
acceptance, which allowed for retirement boards to grant a COLA up to 3% of the first $12,000 of
benefits.

Chapter 188 of the Acts of 2010 was enacted to allow a local option to increase the $12,000 base amount
of the retiree COLA. Section 103(j) of Massachusetts General Laws Chapter 32 provides authority to
municipalities and retirement boards to increase the COLA base in increments of $1,000, for members
and surviving spouses of members of the retirement system receiving retirement allowances on June
30th of the prior fiscal year.

With|the approval of the Board and the City Council, the COLA base was increased to $13,000 effective
July 1, 2015, where it remains today. Acceptance of this new COLA option, as is the case with previous
COLA enactments, is irrevocable.

Social and Financial Impact

The Board has noted with some concern that inflation is on the rise. Costs for energy, food, housing,

and medical treatment have steadily increased while the economy strives to recover from the pandemic.
Inflationary increases impact our retirees significantly. As noted above, based on the CPI increase,

Social Security recipients have received a 5.9% COLA as of January 2022, an increase which is based in |
the full amount of the Social Security. The average Social Security benefit in Massachusetts is now
$19,000 a year, and the Social Security COLA is uncapped.

The current retirement COLA has been factored into the System’s funding schedule, which will be
revised upon approval of 3% COLA on the first $14,000 of benefits. Such increase will have no
financial impact on the System’s funding. The Board voted to reduce the System’s assumed rate of
investment return to 7.75%, which also will have no impact on the System’s funding. The Board will
continue to review all of the actuarial assumptions on an annual basis.

The System’s investments have been successful in the long term; the System’s funding is on solid
ground and is fiscally sustainable. The Board firmly believes that under all of these circumstances, it is

reasonable and appropriate to increase the retiree COLA base to $14,000 as of July 1, 2022. It is
respectfully requested that the City Council act favorably on this request.

SincErelz,
Thomas V. Thibaut, Jr., Chairman

cc: Michael J. Driscoll, City Manager
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TOWN OF

WATERTOWN
Office of the Town Manager

Administration Building
149 Main Street
Watertown, MA 02472
Phone: 617-972-6465
www.watertown-ma.gov
Michael J. Driscoll townmgr@watertown-ma.gov

Town Manager

To: Honorable Town Council
From:  Michael J. Driscoll, Town Manager
Date: July 9, 2020

RE; Agenda Item — Informational Presentation

As you know, the attached Water and Sewer Rate Study and the Fiscal Year 2021 Water and Sewer
budget sheets were forwarded to you on June 24th by Thomas J. Tracy, Town Auditor/Assistant Town
Manager for Finance.

As a follow-up, attached please find correspondence from Jesse L. Myott, Director of Administration
and Finance, Department of Public Works respectfully requesting an Informational Presentation on the
recently completed Water and Sewer Rate Study and the Proposed Fiscal Year 2021 Water and Sewer
Rates be placed on the July 14" Town Council Agenda.

Given all of the above, I respectfully request this Informational Presentation be placed on the
July 14, 2020 Town Council Agenda. The Informational Presentation would be given by
Margaret McCarthy, Weston & Sampson and Matt Abrahams, Abrahams Group. Subsequent
to the Informational Presentation, I respectfully request a referral of the Water and Sewer Rate
Study to the Committee and Fiscal Oversight for their review of Fiscal Year 2022 Water and
Sewer Rates and beyond.

Thank you for your consideration in this matter.

cc: Jesse L. Myott, Director of Administration and Finance, Department of Public Works
Thomas J. Tracy, Town Auditor/Assistant Town Manager for Finance
Steven Magoon, Director of Community Development and Planning/Assistant Town Manager
Katherine Morrison, Assistant Treasurer/Collector '
Sharon Gallagher, Assistant Town Auditor
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Hand, JoAnna

From: Driscoll, Michael

Sent: Thursday, July 9, 2020 7:39 AM

To: Hand, JoAnna

Subject: Emailing: Water and Sewer Rate Study, FY 21 Water and Sewer Budget sheets
Attachments: Water and Sewer Rate Study.pdf; FY 21 Water and Sewer Budget sheets.pdf
----- Original Message-----

From: Tracy, Thomas

Sent: Wednesday, June 24, 2020 2:02 PM

To: Bays, Caroline <cbays@watertown-ma.gov>; Donato, Anthony <adonato@watertown-ma.gov>; Gannon,
John <jgannon@watertown-ma.gov>; Kounelis, Angeline <akounelis@watertown-ma.gov>; Lisa Feltner
<lfeltner@watertown-ma.gov>; Palomba, Anthony <apalomba@watertown-ma.gov>; Piccirilli, Vincent J
<vpiccirilli@watertown-ma.gov>; Pronovost, Marilyn <mpronovost@watertown-ma.gov>; Sideris, Mark
<msideris@watertown-ma.gov>; Woodland, Kenneth <kwoodland@watertown-ma.gov>

Cc: Driscoll, Michael <mdriscoll@watertown-ma.gov>; Myott, Jesse <jmyott@watertown-ma.gov>; Magoon,
Steven <smagoon@watertown-ma.gov>; Morrison, Katherine <kmorrison@watertown-ma.gov>; Gallagher,
Sharon <sgallagher@watertown-ma.gov>

Subject: Emailing: Water and Sewer Rate Study, FY 21 Water and Sewer Budget sheets

Councilors,

Attached are the FY 21 Water and Sewer Budget sheets as well as recently completed independent study of the
Water and Sewer system conducted by Western & Sampson/The Abrahams Group.

The contractors will formal present their report at an upcoming Town Council meeting as part of the FY 21
Water and Sewer rates discussion. Given the future impact and other considerations contained within the
report, I would respectfully request that this report be referred to the Budget and Fiscal Oversight (BFO) for
discussion as it relates to FY 22 and beyond.

Please contact me if you have any questions.

Thanks

Tom

Your message is ready to be sent with the following file or link attachments:
Water and Sewer Rate Study

FY 21 Water and Sewer Budget sheets

Note: To protect against computer viruses, e-mail programs may prevent sending or receiving certain types of
file attachments. Check your e-mail security settings to determine how attachments are handled.
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Weston @ Sampson

55 Walkers Brook Drive, Suite 100, Reading, MA 01867

MEMORANDUM

TO: Jesse Myott, Director of Administration and Finance for the Department of Public Works,
Town of Watertown

FROM: Matthew Abrahams (The Abrahams Group), Margaret McCarthy, PE (Weston &
Sampson)

DATE: June 19, 2020

SUBJECT: Water and Sewer Rate Study 2020

In October 2019, the Town of Watertown hired Weston & Sampson to complete a Water and Sewer Rate
Analysis. In conjunction with the Abrahams Group we are pleased to present the following memorandum
summarizing the analysis. This study was performed to provide the Town with rate increases that will
generate sufficient revenue to fund the operational costs, indirect costs, debt service costs, and short-
term and long-term capital improvements.

Background

The Town of Watertown consists of primarily urban commercial and residential development with a
population of approximately 32,000, according to the 2010 U.S. Census. The Water and Sewer
Department though its Department of Public works ("DPW"), provides services to approximately 9,500
commercial, residential, industrial, and institutional accounts.

The Water and Sewer Department is responsible for providing its users with drinking water and sewage
collection and conveyance in a cost-effective and environmentally friendly manner that meets EPA and
DEP standards.

Water Utility

The Town is a member community of the Massachusetts Water Resource Authority (“MWRA"), and the
MWRA supplies water to the Town, with an average daily demand of 2.6 million gallons per day per the
Water System Analysis and Capital Improvement Plan dated March 9, 2015. The water is then conveyed
to its residents through the Town's 76 miles of water distribution mains.

westonandsampson.com
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Sewer Utility

The Town's sewer system consists of approximately 76 miles of the sewer with an average daily flow of
3 million gallons per day per the Sewer Collection System Capital Improvement Plan dated December
2017, which transports the wastewater to the MWRA interceptors. '

Existing Rate Structure and Charges

The Town's water and sewer rates are based on a multi-tier rate structure in which the rate per 100 cubic
feet of water increases with consumption. All 9,500 plus accounts, residential, commercial and irrigation
are billed quarterly (every three months).

The Town currently has an inclining, three-tier structure for non-irrigation water consumption and sewer
flow and a flat fee for irrigation water consumption, as well as meter and fire protection charges. Tables
1 through 3 show the current charges for fiscal year 2020.

Table 1 — FY 2020 Water and Sewer Rates (Effective July 1, 2019)

o | WaterRate | Sewer Rate
. (per 100 cubic feet) | (per 100 cubic feet)
1 0-3,000 cu ft | $4.66 $8.95
2 3,001-30,000 cu ft $7.24 $11.56
3 Qver 30,000 cu ft $11.43 $15.48
Irrigation Al $11.43 N/A

Table 2 — FY 2020 Meter Service Charges (Effective July 1, 2019)

‘Meter Size (inches) |  Rates/quarter
5/8 $7.14
3/4 $7.60
1 $8.97
11/4 o $10.79 R
11/2 $10.79
2 N $15.77 o e
3 $52.49 ]
4 B $66.08 |
6 $97.83
A O N 7Y, N, PA, SC & FL Weston @ Sampson
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Table 3 — FY 2020 Fire Service Charges (Effective July 1, 2019)

“Service Size (nches) |  Rates

6 $213.28
8 $452.57 7
10 $816.70

Comparison to Neighboring Communities

The Town's current water and sewer rates are lower for certain users than neighboring communities’
rates. Weston & Sampson, per the request of the Town, compared water & sewer rates to rates in the
Town of Arlington, the Town of Belmont, and the City of Waltham. These communities are MWRA-served
communities. Table 4 below contains a comparison of water and sewer rates by tier, and Table 5 below
compares the meter service charges based on water meter sizes.

__ Tabled4- 'wa,terf&sgwiﬂite.s Come,arisérﬁo_f\léignlﬁinggéfﬁ&niﬂﬁ;, e _ s

Tiert B T W SR B el

Commnty ‘ *Water 1| *Sewer : (li iage) i *Water ' *Sewer ) *Water | *Sewer (liia% }’ *Water 1 *Sewer ‘l (L(J: zagf;'e; 1 *Water
(Fﬁ?tg:;g) $4.66 | $8.95 3'360 $7.24 | $11.56 36?836 $11.43 | $15.48 38:(’)350 - ; - | $1143
(pﬁ‘r"ggg?{; )| 8536 | sea2 | s000 | 8573 | 9685 oy | 696 | s8at e | - . - .
(pgre mgptter) el Rine 30‘.)(;00 il e 3(3,\:%0 ) ) ) ) ] ) srt
(ggf:::‘;?h) $307 | $546 | 0-700 | $4.15 | $7.13 171236 $6.65 | $10.76 14',%%1(; $880 | $13.01 Sg)’gg :
~ *Rates per 100 cubic ft (cu. ft.)

A O N VT NY, NJ, PA, SG & FL Weston @ Sampson
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Table 5— Quarterly Meter Service Charges by Town

W@r | Watertown | ArIir:gton m&ﬁ””  Belmont
Size | (FY2020) = (FY2020) | (Water) (FY | (Sewer) (FY
(Inches) ; 2019)
5/8 714 | $13.42 $20.87 $18.25
34 | $760 | $14.45 $20.87 $1955
1| 897 | $1752 | $2236 | 2158
14/4 | $1079 N/A N/A N/A
14/2 | $1079 | $21.61 $27.40 $28.39
2 $15.77 | $32.87 $30.33 $32.40
3 | ¢5249 | $11569 | $32.08 $34.74
4 $66.08 | $146.38 $51.54 $61.08
6 | $9783 | $217.97 $68.55 $84.15
8 | NA $299.79 $90.43 $113.79

Existing Expenses and Revenues

Despite consumption projections showing an increase in consumption in FY 2020, when compared to
FY 2019's consumption, FY 2020 projections show a deficit of $262,914 for water and $645,868 for
sewer. These projections assume the FY 2020 water and sewer budgets will not be fully expended and
will have $250,000 each in expenditure turnbacks, based on cost-saving measures implemented in Q4
of FY 2020 due to COVID-19. FY 2020 deficits will need to be provided for. Assuming retained earnings
are used to provide for the deficits, based on the FY 2020 projections, available retained earnings will
be $1,532,682 for water and $423,704 for sewer.

The Town's FY 2021 water and sewer budgets were provided for this study. The FY 2021 water budget
is $8,365,063 and the FY 2021 sewer budget is $10,705,187. The water budget includes funding for a
new position of management analyst to provide support and assistance to the DPW with, among other
things, management of all water meter readings, metering data quality control, and billing disputes.
During the rate study, it was noticeable that the DPW is short-handed in its ability to review and
understand important financial and statistical data and would benefit from the addition of a well-qualified
individual in this position.

The MWRA's FY 2020 water and sewer assessments were $3,898,438 for water and $6,729,234 for

sewer. The MWRA’s final FY 2021 water and sewer assessments are $3,935,832 for water and
$6,648,177 for sewer with a percent increase of 1.0% for water and a 1.2% decrease for sewer. The

westonandsampson.com .
Offices in: MA, CT, NH, VT, NY, NJ, PA, SC & FL Weston @ Sampson
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MWRA’s assessment is the single largest expense for the Water Enterprise Fund and the Sewer
Enterprise Fund.

Without any changes in revenue, as presented in the baseline financial analysis, total projected water
revenues for FY 2021 are $7,390,630 and projected expenditures are $8,365,063, leaving a deficit of
$974,434 for FY 2021. The revenue total includes $250,000 in retained earings. The revenue total does
not include liens, which is revenue from prior years that the Town has already identified as revenue in
those years. :

Without any changes in revenue, as presented in the baseline financial analysis, total projected sewer
revenues for FY 2021 are $9,637,417 and projected expenditures are $10,705,187, leaving a deficit of
$1,067,769 for FY 2021. The revenue total does not include liens, which is revenue from prior years that
the Town has already identified as revenue in those years.

The Water Enterprise Fund and the Sewer Enterprise Fund are experiencing budgetary shortfalls
because revenue recovered from rates is not sufficient to cover expenditures. The Town should strongly
consider rate action for FY 2021 and beyond to ensure sufficient revenue is realized from rates. In
addition, due to the volatile financial situation resulting from COVID-19 and the need to closely manage
the water and sewer enterprise funds to ensure long-term rate stabilization, we strongly recommend the
hiring of the management analyst whose position was funded in the proposed FY 2021 budget.

Billing Data Analysis

The Town extracted billing information from its Munis billing system, which compiled the data into a
single excel model. The model can be used to project water and sewer billings, based on rate changes
and/or tier changes.

A total of 37,943 total bills have a bill date from January 1, 2019, to December 31, 2019. The majority of
accounts are residential, accounting for approximately 90.1% of total bills sent. Table 6 below shows a
breakdown of the number of residential, irrigation, and commercial bills with a 2019 bill date.

westonandsampson.com e =la o]
Offices in: MA, CTF? NH, VT, NY, NJ, PA, SC & FL Weston @ Sampson
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" Meter PEtEJ,A__ i |
MeterSize | #Bils | % |

Table 6 - Billing Summary

Residential |

Irrigation

Commercial |

Page 6 of 14

Totalsr

#Bls | % |#Blls| % | #Bils | %

5/8" 30,055 | 96.4% | 2,085| 904% | 719 | 49.2% | 35759 | 94.2%
3/4" 121 | 0.4% -1 00% 36 25% | 157 | 0.4%
1" 833 | 24%| 182| 79%| 322| 220%| 1337 | 35%
1-1/4" -1 00% -1 0.0% -1 0.0% -| 0.0%
1-1/2° 52|  0.2% 20| 09% 46 31%| 118| 0.3%
g 105 | 0.3% 19| 08%| ©206| 155%| 350| 0.9%
3 86| 0.3% -l 00% 56 38% | 142| 0.4%
4 o4 | 01% -1 00% 56 3.8% 80| 0.2%
6" | 00% -l 00% - 0.0% -1 0.0%
Total 34,176 | 100.0% | 2,306 | 100.0% | 1,461 | 100.0% | 87,943 | 100.0%

The total amount billed for water and sewer consumption for 2019 was $15,688,923. The total amount
billed for meter service charges was $319,983. The total amount billed, but not necessarily collected,
was $16,008,906. Table 7 below shows the total billed amounts by tier.

" Table 7 Total Bilings and Consumptionin2019

1 67,709,636 66.5% | $3,214,891 51.7% | $5,696,019 60.2% | $8,910,910 56.8%
2 22,089,994 21.7% | $1,652,505 26.6% | $2,238,670 23.6% | $3,891,175 .24.8%
3 12,059,662 11.8% | $1,353,340 21.7% | $1,533,498 16.2% | $2,886,838 18.4%
Total | *101,859,292 100.0% | $6,220,736 | 100.0% | $9,468,187 100.0% | $15,688,923 100.0%

*761.96 million gallons of water

Usage Trends

The Town has experienced usage declines since the year 2000. Based on recent trends, a wet spring
in 2020, and the COVID-19 pandemic, it is very possible that usage for FY 2021 will be lower than usage
in recent years. Accuracy with usage estimates is critical to the estimation of future revenues. If usage
exceeds projections, the Town will generate surplus revenue that can be used to fund future needs or
can be used to offset future rates increases. If usage is less than anticipated, the Town may need to
adjust its operating expenses, postpone capital improvement projects, and/or utilize reserves. Table 8
shows usage since 2015 and projected usage for FY 2020.

westonandsampson.com
Offices In: MA, CT, NH, VT, NY, NJ, PA, SC &FL
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Table 8 — Water Usage
Fiscal |

Year | Usage :iChangg_
|

| (CuFt) | %
2015 105,294,393 -

2016 | 107,480,202 | 2.03
2017 | 109,147,768 | 1.53
2018 | 104,773,747 | -4.17

2019 | 103,788,033 | -0.95

2020 *105,215,610 *1.36
* Projected by Weston & Sampson and The Abrahams Group

Options for Rates and Charges

Each of the three options for updated rates and charges included in this report was designed to ensure
retained earnings are not depleted from FY 2021 to FY 2025 and to ensure the retained earnings balance
after the close of FY 2021 is greater than 2% of the FY 2021 total budget.

Industry standards for retained earnings balance is between 10% and 25%. At the start of the rate study,
the initial options were designed to target a retained earnings balance of 20% of total expenditures by
the end of the five-year period. However, given the current volatile financial environment, these models
were updated to target 15% by the end of the five-year period, with a goal to monitor the financials
closely and work to achieve a targeted 20% retained earnings as soon as practically possible.

Since the analysis conducted was a five-year look-ahead, rates are presented for the next five fiscal
years, including FY 2021. Each of these options will help the Town achieve its goals of covering actual
costs of services, maintaining healthy retained earnings, and ensuring long-term fiscal stability.

Option 1

Option 1’s FY 2021 increases in rates and charges are high enough for projected retained eamings to
be at least 2% of the FY 2021 budget for water and sewer but are not high enough to avoid a projected
deficit in FY 2021, which can be covered by retained earnings. After FY 2021, level increases are high

enough for projected retained earnings to trend towards the targeted balance of 16% of total
expenditures by the end of FY 2025.

Increases to rates and charges are presented in Table 9 below:

westonandsampson.com ' (P <
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" Table 9 - Proposed Increases

Page 8 of 14

EYRa Y, FY FYa |BoEY
2021 | 2022 | 2023 | 2024 | 2025
Water " 7.0% 9.5% 9.6% 9.5% 9.5%
Sewer 9.5% 6.0% 6.0% 6.0% 6.0%

Tables 10 and 11 below present the current rates and charges and proposed FY 2021 rates and charges
along with the differences between them. Table 12 below presents the quarterly bill impact for sample

customers.

Table 10~ Current and Proposed Meter Service Charges

MeterCharge | FY2020 | FY2021 |  Difference
Meter Size | Current | Proposed | |
5/8" $7.14 $7.64 $0.50 | 7.0%
3/4" $7.60 $8.13 $0.53 | 7.0%
1* $8.97 $9.60 $0.63 | 7.0%
11/4" $10.79 $11.55 | $0.76 | 7.0%
11/2" $10.79 $11.55 | $0.76 | 7.0%
2" $15.77 $16.87 | $1.10 | 7.0%
g $52.49 $56.16 | $3.67 | 7.0%
4 $66.08 $70.71 | $4.63 | 7.0%
6" $97.83 | $104.68 | $6.85 | 7.0%

Table 11 — Volumetric Rates (per 100 cubic feet)

Voume | FY2020 | FY2021 |

i) ‘»__Current ~ Proposed

L 0-3,000 N .
3,001-
2 | -apgpo| S8 | #1288 |
3 | Overso,000| $1548 | $16.95

mbined

1 0-3,000 $13.61 $14.79 - $1.18 8.6%
3,001- o,
2 30,000 $18.80 $20.41_-, $1.61 8.5%
3 | Over 30,000 ) $26.91 ‘ $29.18 ] $2.27 8.4%
Imigation | | $1143 | #1228 | $080 | 70%
westonandsampson.com W S 5 1
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g | seses7 | seazs | saies | 70%

10 sot670 | se7asr | w577 | 70%

|
Meter l Consumption |

7 ater

, S Sewer
5/8" 2,500 | $123.64 $223.75 $347.39

$132.00 | $24501 | $377.30 | $2091 |86%

se | 4000 | $21934 | $38410 | $60344 | $2
5/8" 15,000 | $1,015.74 | $1,655.70

9603.44 | $23460 | $42050 | $655.28 | $51.84 | 8.6%

7$2,671.44 $1,086.84 | $1,812.99 | $2,899.83 ‘$228.39 8.5%

1" 25,000 | $1,741.57

Option 2 has level increases in water rates and charges for each of the five years analyzed. With level
increases each year, FY 2021’s increases in water rates and charges are not high enough to avoid a
projected deficit in FY 2021 but retained earnings can be used to cover that deficit. Level increases are
high enough for projections to show retained earnings trending towards the targeted balance of 16% of
total expenditures by the end of FY 2025.

A plan of level increases each year for sewer rates is not recommended as level increases for each of
the five years analyzed would not be high enough to keep retained earnings from nearing depletion in
the next fiscal year or two. Instead, Option 2 for sewer rates is a plan with the same FY 2021 increase
as Option 1's FY 2021 increase, an increase in FY 2022 higher than Option 1's FY 2022 increase, and
increases for FY 2023 to FY 2025 lower than Option 1's increases. This plan has increases high enough
to keep projected retained earnings from depleting and to show retained earmings trending towards the
targeted balance of 15% of total expenditures by the end of FY 2025.

Increases to rates and charges are presented in Table 13 below:

adDIE OpPO0SEd edSe
0 0 0 024 0
Water 9.0% 9.0% 9.0% 9.0% 9.0%
Sewer | 9.5% 9.56% 4.0% 4.0% 4.0%
westonandéampson.com W S <
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Page 14 of 58

$2,811.70 | $4,653.27 | $1,863.48 | $3,078.81 | $4,942.29 $389.02 | 8.5%

4 75,000 | $7,304.18 | $10,355.70 | $17,659.88 | $7,815.47 $11,339.49 | $19,154.96 | $1,495.08 | 8.5%
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Tables 14 and 15 below present the current rates and charges and proposed FY 2021 rates and charges
along with the differences between them. Table 16 below presents the quarterly bill impact for sample

customers.

Table 14— Curregt_aﬂcfrg@ed Météfr Service Chafges A

Meter Charge | FY2020 | FY2021 |  Difference
MeterSize | Current | Proposed $ %

5/8" $7.14 $7.78 | $064 | 9.0%
3/4" $7.60 $8.28 | $0.68 | 9.0%
T $8.97 $9.78 | $0.81 | 9.0%
11/4" $1079 | $11.76 | $0.97 | 9.0%
11/2" $1079 | $11.76 | $0.97 | 9.0%
o $1577 | $17.19 | $1.42 | 9.0%
3 $52.49 | $57.21 | $472 | 9.0%
4 $66.08 | $72.03 | $5.95 | 9.0%
e $97.83 | $106.63 | $8.80 | 9.0%

Difference
- 3,001- .
B “i—. , 30,000 $7.24 $7.89 $0.65 9.0%
0 3 Over 30,000 $11.43 $12.46 $1.03 9.0%
Irrigation - $11.43 $1246 | $1.03 9.0%
1 0-3,000 $8.95 $9.80 $0.85 9.5%
3,001- 9
2 | oo ST | #1266 | 8110 | %% |
3 Over 30,000 $15.48 $16.95 $1.47 9.5%
‘ 1 B ‘7777-‘9-3.000 ~$1361 | $14.88 | . B 9.3%
3,001- 0
2 | aoow| B0 | 08 | #175| 9%
-8 | Over30,000 | $26.91 $29.41 $260 | 93%
_I_rrigation - $11.43 $12.46 $1.03 9.0%
westonandsampson.com \West S cOR
Offices In: MA, CT, NH, VT, NY, NJ, PA, SC & FL esion ampson
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| Private Fire Protection

$10.40 $11.34 i
s ez | sw70 | 8328 | 00%
e | eress | $7938 | 9655 | 90% |
& | 21328 | semeas | $1920 | 9.0% |
T g | gasesr | 49830 | $4073 | 90%
o g81670 | $80020 | 97850 | 90% |

Table 16 — Bill Impacts for Sample Customers (quarterly)

Consumption_],—“_ FY‘2—O‘23 ‘ _—“"—f— Difference
Water : ~ Total __; $ ol
s/ | 2500 | $12364 | $228.75 | $347. 39 | $13477 | $24501 | $379.77 | $32.38 | 9.3%
o | 4000 | $219.34 | $38410 | $603.44 | $230.08 | $42059 | $659.67 | $56.28 1 9.3%
5/8" 15,000 | $1,015.74 | $1,655.70 | $2,671.44 | $1,107.16 | $1.81299 | $2,920.15 | $248.71 | 9.3%
- P . 25,000 | $1,741.57 | $2,811.70 | $4,55327 | $1,808.31 | $3,07881 | $4977.12 | 2385 | 0.3% | |
4 76,000 | 5730418 | $10,355.70 | $17.650.88 | $7,96156 | $11,339.49 | $19,301.05 | $1,641.17 | 9.8% |
Option 3

Option 3 has different rate increases in each of the three tiers for FY 2021. The increases are not high
enough to avoid a projected deficit in FY 2021 but retained earnings can be used to cover that deficit.
Level increases for FY 2022 to FY 2025 are high enough for projections to show retained earnings
trending towards the targeted balance of 156% of total expenditures by the end of FY 2025.

The increases for the irrigation rate are the same as the increases for the third tier for water. The ;
increases for the meter charges and fire service charges are the same as the increases for the first tier
for water.

The increases as presented would generally have a greater impact on commercial properties than
residential properties. Considering the COVID-19 pandemic’'s impact on commercial properties,
increasing rates in the third tier at a higher clip than rates in the first and second tiers may not be an
appealing option for the Town at this time.

Increases to rates and charges are presented in Table 17 below:

westonandsampson.com e 8
Offices in: MA, CT, NH, VT, MY, NJ, PA, SC & FL WeSTOH@SOmDSOD
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Table 17 - Proposed Increases
SESrEEE e iy | e e e
| 2021 | 2022 | 2023 | 2024 | 2025

Water 1 ] 6.5% 8.0% 8.0% 8.0% 8.0%
Water 2 13.0% 8.0% 8.0% 8.0% 8.0%
Water 3 19.5% 8.0% 8.0% 8.0% 8.0%
Sewer 1 6.5% 5.5% 5.5% 5.5% 5.5%
Sewer 2 13.0% 5.5% 5.5% 5.5% 5.5%
Sewer 3 19.5% 5.5% 5.5% 5.5% 5.5%

Tables 18 and 19 below present the current rates and charges and proposed FY 2021 rates and charges
along with the differences between them. Table 20 below presents the quarterly bill impact for sample

customers.

Table 18 - Current and Proposed Meter Service Charges

 MeterCharge | FY2020 | FY2021 | Difference
Meter Size | Cument | Proposed | %

5/8" $7.14 $7.60 $0.46 6.5%

3/4" $7.60 $8.09 $0.49 6.5%

i $8.97 $9.55 $058 | 65%

11/4" $10.79 $11.49 $0.70 6.5%

11/2" $10.79 $11.49 $0.70 6.5%

2" $15.77 $16.80 $1.03 6.5%

g $52.49 $55.90 $3.41 6.5%

4" $66.08 $70.38 $4.30 6.5%

6" $97.83 $104.19 $6.36 6.5%

Tier FY 2020

“Wﬂerr (cu.Ft) | Current | Proposed

"1 | 03000 9466 | $49 | $080 6.5%

3,001 .

2 | mo| ST | w8 | 0% | 180%

3 |Over30000| $1143 | $1366 | $223 19.5%
_Ji8e

) B _’0-3.0007_
3,001- "
..... 2 | aoo| S0 | a6 | #160 ) 190%
3 |Oversoooo| $1548 | $t850 | 9302 | 196%
westonandsampson.com W S ‘
Offices in: MA, CT, NH, VT, NY, NJ, PA, SC & FL eston ampson
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Combined
1 ] 09900 Sabl 14
3,001- o,
2 30,000 $18.8(3 3 $21.24 $2.44 1 13.0% n
3 Over 30,000 $26.91 $32.16 $5.25 i _1_9.5%_
Irrigation $11.43 $13.66 $2.23 19.5%

Fire rtg ;
g $1040 | $11.08 |  $068 65%
T | ssea2 | gs879 | $2.7 6.5%
) ' | sr2e8 | $77.56 $4.73 65%
. # | s21328 | goor14 | $1886 | 65%
) g | gas257 | 48199 | $29.42 6.5%
T 4o | sse70 | $eeo79 | 95309 | 65%

Consumption

(cu. ft) Water
58 0500 | $12364 | $22375 | $347.90 | $131.68 | $23820 | $369.97 | $2258 | 6.5%
58 | 4000 | $219.34 | $38410 | $603.44 | $238.30 | $416.58 | $654.88 | $51.44 | 8.5%
5/8" 15000 | $1.015.74 | $1.655.70 | $2,671.44 | $1,138.24 | $1853.49 | $299172 | $320.28 | 12.0%
o 25,000 | $1741.57 | $2.811.70 | $455327 | $1,958.30 | $3,150.77 | $5,118.07 | $564.80 | 12.4%
4 75,000 | $7.304.18 | $10,365.70 | $17,659.88 | $8,574.67 | $12,137.28 | $20,711.95 | $3,052.07 | 17.3%
Recommendations

It is important to the Town that, given the current financial environment, the proposed rate increases are
mitigated as much as possible. For that reason, we are recommending the Town strongly consider
adopting Option 1.

It is important for the Town to continue to fund its water and sewer capital improvement plans (CIPs).
The Town will surely benefit from continued capital investment, including the water meter replacement
program. In 2018 the Town updated its Water Regulations to take ownership of the non-residential water
meters, which comprise a small percentage of the population of meters (109 accounts), but a significant
portion of the water usage.

The projections provided in the memorandum ‘are based on many assumptions. We recommend that
the water and sewer analyses conducted for the Town are reviewed and updated each year.
Assumptions, like, for example, planned expenditures and consumption trends, change year-to-year
and it is important to capture those changes to ensure that the rate plans presented are based on the

westonandsampson.com
Offices in: MA, CT, NH, VT, NY, NJ, PA, SC & FL.

Weston @Sampsoh
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most accurate information available at the time. It is further recommended that the Town hire the DPW
management analyst to closely monitor the water and sewer enterprise funds as previously discussed.

If, in future years, retained earings projections show balances lower than those acceptable to the Town,
the Town can look at its planned expenses to see if any can be adjusted for a given year. This review
should include any planned debt as the Town can choose to push out planned debt a year or two, if
necessary.

Future Consideration

Not included as a recommendation for FY 2021, but for a subsequent fiscal year, are changes to how
the tiers are constructed. As part of the study, we briefly looked at potential changes to the tier structure
and their financial impact. "

The top of the first tier is high when considering that the calculated per-bill water usage for the average
residential household of 2.24 people is less than 1,800 cubic feet. An analysis of changing the top of
the first tier from 3,000 cubic feet to 2,000 cubic feet showed an additional $400,000 in water and sewer
billings.

The top of the second tier is high when considering that many of the small and medium commercial
establishments in town, like banks, sit-down restaurants, and pizza restaurants, use less than 10,000
cubic feet of water quarterly and most of the sample commercial accounts analyzed uses less than
5,000 cubic feet of water quarterly. An analysis of changing the top of the second tier from 30,000 cubic
feet to 10,000 cubic feet showed an additional $750,000 in water and sewer billings. An analysis of
changing the top of the second tier from 30,000 cubic feet to 5,000 cubic feet showed an additional
$1,300,000 in water and sewer billings.

Indirect Costs Methodology

During the water and sewer rate study, we completed a review of the existing methodology used to

" determine the annual indirect cost allocations for water and sewer. Based on this review, we

recommended changes to the Town and noted things for the Town to consider, and we recommend
that the Town consider updating its indirect costs methodology in time for the FY 2022 budget cycle.
The recommendations were provided to the Town at the same time as the memorandum and is attached
to this memorandum as reference.

westonandsampson.com O b ]
Offices in: MA, CT, NH, VT, NY, NJ, PA, SC & FL Weston OAMPSson
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WATER RATE STUDY
INDIRECT COSTS METHODOLOGY -
RECOMMENDATIONS

Page 20 of 58



Town of Watertown
Water and Sewer Indirect Costs Methodology
Recommended Changes and Items to Review

June 19, 2020

After a thorough review of the existing methodology used to determine the annual indirect costs
allocations for water and sewer, we recommend the following possible changes to the methodology
used and the following items to review, which could lead to possible changes to the methodology.

- The costs inputted into the indirect costs worksheet are budgeted costs for the upcoming fiscal
year. Therefore, presumably, the allocations cannot be determined and finalized until the
budgetary numbers for the upcoming fiscal year are finalized. This may cause a delay in
determining the indirect costs allocations and they may not be known until the tail end of the
budget cycle. If the Town was interested in finalizing the allocations earlier in the budget cycle,
it could consider using different costs as inputs into the indirect costs worksheet. Using actuals
from the prior fiscal year is a recommended option.

- The allocations for the Town’s Treasurer/Collector Department are solely based on the number
of bills processed by the department. While an effective way to generalize work this
department does and a good basis for the allocation, this methodology does not account for all
tasks in the department. The department does other things for water and sewer besides tasks
related to bills, like debt management, warrant processing, and managing refunds, abatements,
liens, A/R reconciliations, and betterments. There is no current way to account for these other
tasks, if the Town is interested in that. However, doing so would increase the complication of
this allocation.

- The allocations for the Personnel Department are determined using Town-wide costs, not
including costs associated with the School Department. This methodology is a good option if the
Personnel Department does not assist the School Department’s staff and the School
Department has personnel staff for this purpose.

- The allocations for the Purchasing Department are determined using costs in the Town’s Capital
Improvement Plan (CIP). While a defensible methodology for this department’s allocations,
assuming the department purchases more on behalf of water and sewer than just purchases
associated with the CIP, the Town could instead focus on a way to allocate based on all
purchases and not just those associated with the CIP.

- Allocations for the Assessors Department are currently not determined. We support that
allocations for this department are not determined if the Town does not have water or sewer
betterments. If the Town does have water or sewer betterments, then the department provides
services on behalf of water or sewer and those services should be quantified somehow.

- The allocations for the Data Processing (IT) Department are determined using Town-wide costs,
including costs associated with the School Department. This methodology is a good option if the
department assists all departments, including the School Department, in a similar fashion and if
the School Department does not have staff for this purpose. If the School Department does
have IT staff supporting School Department functions only, then this department’s methodology
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should be revisited. If revisited, the Town could consider focusing on computer users in each
department supported by the Data Processing (IT) Department when determining the
allocations. ’
The allocations for DPW Central Motors are determined using Town-wide costs, including costs
associated with the School Department. This methodology implies that vehicles Town-wide are
similarly maintained and that each department has vehicles to maintain. Considering most of
the Town’s vehicles are used by just a few departments, the Town should consider revisiting this
methodology and, instead, consider allocations based on vehicles per department. The Town
could also consider that some vehicles require more maintenance than others and, therefore,
are more costly to maintain.
Allocations for the Highway Department are currently not determined. We support that
allocations for this department are not determined but wanted to note that the Town does have
vehicles belonging to the Highway Department, Water Department, and Sewer Department that
are used interchangeably for certain events, including snow and ice events. If the Town wanted
to attempt to capture that usage, it could get creative with allocations capturing the Highway
Department’s reliance on water and sewer vehicles during those events. Likewise, there may
exist water and sewer projects for which Highway Department vehicles are needed.
The allocations for Town Hall and Postage are pre-determined amounts carried over from prior
years without any calculations to show how they were determined (assuming calculations were
used for them at one point). We support calculations supporting a methodology that produces
annual allocations whenever possible and recommend the Town consider adopting calculations
to show the allocations.
The allocations for OPEB, Retirees, and Insurance & Employee Benefits are determined using
Town-wide costs, not including costs associated with the School Department. This methodology
is a good option if contributions, insurance, and benefits are not for the School Department’s
staff. If contributions, insurance, or benefits are for the School Department’s staff, then costs
associated with the School Department should be included in this methodology.
The allocations for water and sewer indirect costs are thorough and seem to cover most, if not
all, Town services on behalf of water and sewer. The Town could consider including allocations
related to the following expenses, assuming these expenses are funded out of the Town’s
General Fund today and these expenses are not part of a department’s budget already
allocated.

o Medical & Alcohol Drug Testing

o Fuel costs

o Town Council stipends

o Other Insurance & Employee Benefits costs, if all are not already captured

Page 22 of 58




WATER RATE STUDY - 5 YEAR ANALYSIS
OPTIONS 1-3
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Town of Watertown

5-Year Analysis - Baseline

Water Rate Study
Target Retained Earnings as % of Budget: I 20.0%
Bnedlie 2021 2022 2023 2024 2025
PROJECTED | PROJECTED | PROJECTED | PROJECTED PROJECTED

Surplus/Deficit S (974,434)| $ (1,498,167)| $ (2,041,349)| $ (2,399,747)| $ (2,625,858)

Projected Retained Earnings $ 308,248 | S (1,189,919) $ (3,481,268)| $ (5,881,015) S (8,756,873)

RE as % of Budget 3.7% -13.8% -36.9% -61.6% -87.4%

Target RE as % of Budget 20.0% 20.0% 20.0% 20.0% 20.0%

Retained Earnings Projections - Baseline Scenario
40.0%
20.0%
0.0%
2021 2023 2024 2025

-20.0%
-40.0%
-60.0%
-80.0%

| -100.0%

e RE as % of Budget

=== Target RE as % of Budget

Watertown Water Rate Study Workbook - Final.xlsx

Page 2
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Town of Watertown

5-Year Analysis - Option 1

Water Rate Study
Rate Increases: 7.0%| 9.5%| 9.5%| 9,5%| 9.5%|
2021 2022 2023 2024 2025
Rate Impact
PROJECTED | PROJECTED | PROJECTED | PROJECTED | PROJECTED
Surplus/Deficit $ (499,148)| § (332,698)] $ (120,129)| $ 349,020 | $ 1,029,073
Projected Retained Earnings $ 783,534 |$ 450,836 | S 80,707 | $ 429,727 | $ 1,208,800
RE % of Budget 9.4% 5.2% 0.9% 4.5% 12.1%
Target RE % of Budget 15.0% 15.0% 15.0% 15.0% 15.0%
Retained Earnings Projections - with Rate Changes

16.0% -

14.0%

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

2021 2022 2023 2024 2025
e RE % of Budget === Target RE % of Budget
User Impact (per Bill) - Water Bills Only New Bills
User Type Usage Current Bill FY21 FY22 FY23 FY24 FY25
High Tier 1 User (5/8" meter) 2,500 | $ 123.64 |$ 132.29|S$ 144.86 S 158.62 | $ 173.69 | $ 190.20
Low Tier 2 User (5/8" meter) 4,000 | $ 21934 |$ 234.69|S 256.99 S 281.40 | $ 308.14 | $ 337.41
Mid Tier 2 User (5/8" meter) 15,000 | $ 1,015.74 $ 1,086.84 | $ 1,190.09 $ 1,303.15 | $ 1,426.95 $ 1,562.51
High Tier 2 User (1" meter) 25,000 | $ 1,741.57 | S 1,863.48 § 2,04051|S$ 2,234.36 $ 2,446.62 | S 2,679.05
Large User (4" meter) 75,000 | $ 7,304.18 | $ 7,815.47 $ 8,557.94|$ 9,370.95 $10,261.19 | $ 11,236.00
Watertown Water Rate Study Workbook - Final.xlsx Page 3
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Town of Watertown

Water Rate Study
mte Increases: ] 9.0%| 9.0%| 9.0%| 9.0%| 9.0‘@
2021 2022 2023 2024 2025
Rate Impact

PROJECTED | PROJECTED | PROJECTED | PROJECTED | PROJECTED
Surplus/Deficit $ (363,352)| $ (221,006)| $ (38,161)| $ 394,810 | $ 1,031,291
Projected Retained Earnings $ 919,330 | $ 698,324 | $ 410,163 [ $ 804,973 | $ 1,586,264
RE % of Budget - 11.0% 8.1% 4.3% 8.4% 15.8%
Target RE % of Budget 15.0% 15.0% 15.0% 15.0% 15.0%

| 18.0%
! 16.0%

Retained Earnings Projections - with Rate Changes

5-Year Analysis - Option 2

14.0%
12.0%
10.0%

. 8.0%

6.0%
4.0%
2.0%
0.0%

2021 2022 2023 2024 2025
e RE % Of Budget — ====Target RE % of Budget
User Impact (per Bill) - Water Bills Only New Bills
User Type Usage Current Bill FY21 FY22 FY23 FY24 FY25
High Tier 1 User (5/8" meter) 2,500 |$ 123.64 S 13477 $ 14690 | S 160.12 | $ 17453 | $ 190.24
Low Tier 2 User (5/8" meter) 4,000 |$ 219.34|$ 239.08 § 26060 |S 284.05 | $ 309.62 | $ 337.48
Mid Tier 2 User (5/8" meter) 15,000 | $ 1,015.74 | $ 1,107.16 $1,206.80 [ $ 1,315.41 $ 1,433.80 | $ 1,562.84
High Tier 2 User (1" meter) 25,000 | $ 1,741.57 | $ 1,898.31 $ 2,069.16 | S 2,255.38 $§ 2,45837 | S 2,679.62
Large User (4" meter) 75,000 | $ 7,304.18 | $ 7,961.56 $ 867810 S 9,459.12 $ 10,310.45 | $ 11,238.39
Watertown Water Rate Study Workbook - Final.xIsx Page 4
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Town of Watertown

Water Rate Study
Rate Increases: FY 2021 FY 2022 FY 2023 FY 2024 FY 2025
Tier 1 6.5% 8.0% 8.0% 8.0% 8.0%
Tier 2 13.0% 8.0% 8.0% 8.0% 8.0%
Tier 3 19.5% 8.0% 8.0% 8.0% 8.0%
2021 2022 2023 2024 2025
Rate Impact
PROJECTED | PROJECTED PROJECTED | PROJECTED | PROJECTED
Surplus/Deficit $ (280,212)| § (205,224)] $ (101,786)| $ 238,164 | § 766,271
Projected Retained Earnings | $ 1,002,470 $ 797,246 | $ 445,460 | $ 683,624 | $ 1,199,895
RE % of Budget 12.0% 9.2% 4.7% 7.2% 12.0%
Target RE % of Budget 15.0% 15.0% 15.0% 15.0% 15.0%

16.0%

Retained Earnings Projections - with Rate Changes

5-Year Analysis - Option 3

14.0%

' 12.0%
10.0%
8.0%
6.0%
4.0%
2.0%

0.0%
2021

2022

e RE % of Budget ~ ====Target RE % of Budget

2023

2024

2025

User Impact (per Bill) - Water Bills Only New Bills

User Type Usage Current Bill FY21 FY22 FY23 FY24 FY25

High Tier 1 User (5/8" meter) 2,500 |$ 123.64|$ 131.68 § 142.21(S 153.59 | $ 165.87 | $ 179.14
Low Tier 2 User (5/8" meter) 4,000 [$ 219.34 $ 238.30(S$ 257.37 $ 277.96 | $ 300.19 | $ 324.21
Mid Tier 2 User (5/8" meter) 15,000 | $ 1,015.74 $ 1,138.24 | § 1,229.29 § 1,327.64 |5 1,433.85 S 1,548.56
High Tier 2 User (1" meter) 25,000 | $ 1,741.57 $ 1,958.30 | $ 2,114.97 § 2,28417 | S 2,466.90 S 2,664.25
Large User (4" meter) 75,000 | $ 7,304.18 $ 8,574.67 | $ 9,260.64 $ 10,001.49 | $ 10,801.61 $ 11,665.74

Watertown Water Rate Study Workbook - Final.xlsx Page 5
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SEWER RATE STUDY - 5 YEAR ANALYSIS
OPTIONS 1-3

Page 29 of 58



T 93ed XS|X'[BUL - JOOQHOM APNIS 3)BY JIMIS UMOUIIeM

%8'vL- %L €S- %0'SE- U 6T~ %0'9- %0°Y 393png JO % se saue|eg SSUUIET PIULIRY paRda(old
(83v'sov'e) s (w20 viy'a) $ |(£zz'6v0'y) § [(9gv'szrz) § |(S90'vb9) S YOL'RY  $ Ioue|eg SAUJUIET PaUeIdY pIrafosd
(bvb'1e6T) S |(L6LYTv'T) S [(L6L'EC6'T) S |(TLETBY'T) $ |(69'490°T) (898°sv3)  § : (32y20)/sn|ding Jesp usLin)
- 53 5 S - S - S % S - S pajeldosddy s3ujwes pauieIay
bzovLv'9) S |(L2T'6v0%) S |(9ev'sera) S [(s90%v) S| voL'sey  $ TLS690'T $ 'Ad 0 UR}S s3ujuIR3 P3URISY 3|qe|leny
TL5'690T S 6T0Z ‘T Alnf 0 SE s3uiu.e3 paulelsy payRJa)
Atewwuns sdujute] paujedy

ovv'Teee) $ |(L6LvTv'T) S |(T6L°E26°T) $ [(TLETSY'T) § [(69L490°T) §| - S |(eog’sba) §| - S [(osbas8) $ [(E£T'8SE'T) $ |(E0V'EST'T) § S350 43I0 PUE S3NIP <spunj Ijqej!
PUE S9NUIAJY j0 ;u:umum*uﬂv $530X3
15589527 § | STTZ90°2T § | B0ZT9S'TT § | SBLBTTLT § | LOV'SOLOT § | ZBT'SOLOT § | vZ9'S69'0T § | $ZO'SY6'OT § | SYB'99Y'0T § | EST'SSLOT § 905'6V6°0T $ 5950 JOR0 PUE SAIMIPUIAX] 2301
S1e3A 91n3n} 10} SUOU SWNSSE :393pNg WoJj TZAJ PUB OZAd| = S| - S| - S| - S| - s - s - sl - S| 0000sT S| 09s'ssE  $|oooost  $ spafold [e3|deD 03 Jaysuedl
Kiesk %€ paseaioul U0 TzAd 399pnq Wok 0ZAd| 9E0'GL9T S | CETOEST § | ESOZBST S | 9559EST G | COBT6P'T 5 | 208 T6v'T § | OGEVEST S| OGEVEST §|TWIWIST § I8y’ § | 999'66ET S 51500 192J|pu]
SZ3688'0T & | Z80'ZEV'0T § | SS5'8L66 S | ZECT856 S | SBEEIZ'G S | SBEELE S | bECIST6 S | veCTIv'G S | €02269'8 S | TEETVE'R $ 08'662'6 S |e30L qns|
umoys Joedwl 8TAJ Pue LTAd Auo| - HEE s| - Sl = S| - s| - s| - si|” = s| - S| 64£69S S| 80SHLT'T S |=3de] Jeax Jojid
umoys 3oedwit LTAJ AUO| - $ - (3 - $ - S - S - $ - S - $ - S - s|vsr'stt  $ sasuadxg Jeap Jold
915 Ui S|Npatps 199 PaUUE]d W0l Uo ZZAd G93PNq WOl TZAd PUE OZAd| 06V'Z88 S | BL66SL | EVEDI9 S | BEOVES S | €8L6Sy G| €8L6sy S |B8S9Z6S S| 8SS'C6S Y6199 S | 888'90Z S | SLY'LOT S 3q9Q W) ucy Sunsixg
UG PUE 72 [979] SWnsse PaIsapNg Tehd PUC OZAd| 000'SS0T  § | 000%GS0T § | 000650 % | 000GS0T_S | 000SS0T_$ | 000'GS0T S | 000°SSOT_§$ [ 000'SSO'T§ | ST6ZSOT$ 500°0S0'T $ | 652696 S Aepno |exjded
ApEaA %0°E PasEa.aU] UO ZZAd 193pNg WOy TZAJ PUB OZAd| OLE'TYS S| zos'zs S | €620Ts  § | DEv'Gey S| 0008y | 00018y S | 626987 S | 62698y S| 0S8'SSy S| 006'BE9 S g'svy S sa5uadx3 JIYI0
KA1 3A% 51 5¢ AIEaK 340°p S5eo10] S1UsWwARd [eniSe WOl T2Ad PUE OZAd| LIVZLL'L S | S6Z8LYL § | 89906TL 5 | VOTWI69 S | LLUBYO'D o[ LLT8Y99 | vETELL'9 S| +EL6LLY §| EELLSEY § PTI6'E0T'D § | LLETLES S USSSISSY YHMIN
507 Aeak %52 Uo TzAd S¥pequany 10) Tpe foid 0ZAd 99PN Wox T2Ad PUE OZAd| 865879 § | BOCELS S | (50865 G | 099'EBS S | SCvess  $[Sev69S S [ ELWLET S| EWLYS 60585y S| LO6TLE S [TI'STY  § 5332 pue s3uejes
5351 J3Y30 pue saJn3puadxy
TT7e9%6 S| LIvZE96 § | LIvZE56 §| LIv[E96 § | [IVLE9' & | LBT'SOLOT $ | 9SL6V0OT § | PTISVGOL $ | SIEVIIE $ | 066'96E'G § | £0T'9BLE § 532IM0S JIYI0 PUE SINUIAY [€I0L
duou Jujwnssy| - S - B - S - 3 - S - S - S - S - S - S - S s3ujule3 paueiay
TT5Ie96 S| [I0'Ze96 S | LIv'[E96 § | LIV'(E96 $ | LIVLE9'6 $ | LBI'SOLOT $ | 9SL'6V0'OL $ | PTO'SP6'OT § | SIE'0TS6 S | 066'96E'6 $ £07'98L'6 $ 1e30L qns
6TA4-LTAd 9Fesane JedA-33.43 'SZA4-0ZAd | TLY'ST S| zLv'st S |evsSt  s|ub'ST  s|uvst  § TwST  $ | 000ST S| e66T S| 098LT  § |98 $ JWOINI ISTYILNI/YIM3S|
6TAJ-LTAd 9BeIane Jeah-33.y] 'STAI-0ZAd| SOT'LT $|soczz  §|sorir g |sozer  s|soTiz $ szl S| - $ [ 096 $| stz S|ovss. S S3OYVHD ALMLLN ¥3IHLO/¥IM3S
3,631 a1 WO} 3PNJIXa 03 STAI-TZAJ INO PA0IAZ 'GTAS-LTAd 38esone JeaA-€ ‘OTAd| - s| - S| - $| - il $ BEETIY S| - S| 959%vy S| viist S| SvIVSE  $ SN3I ¥AM3S
[9A3] 2WINSSE UO TZAJ ‘PA393pNng S| OZAJ| $09°86 $|v0986 $|v09'86  $[+09'B6 S| +0986  $ ¥09'86  $ | ¥0986 S | bEY'S6 S| EOZTIIT S| GBEVZT  $ SIDYVHD ¥3M3S TVdIDINAW
[3h3] SWNSSE UO TZAJ (95EaIou| 3381 %0'G + SIENIOE 6TAd 5| OZAd| ZBESTVE S | LBESLYG S | CBESLY'S S | IBE'STY'S S | TBE'SH'E $ ZBE'STV'S | OZ0Z6LOL S | 5559268 S | OEE'BLL' S | 6ETOET'S $ SIDYVHD 39VSN ALMLLN ¥IM3S
6TAd-LTAd 33eJ3AR JeaA-93.143 ‘STA-0ZAd| 0L8°SS $|oce'ss $|ocgss  $|ougss  S|ousss ¢ 085S 6| o000y  §|0ssss 5 [808Ts s |vsres  $ SADUVHD ¥IM3S NO N3d ANV INI
BTAJ-LTAd 98eI3nE JeaA-331Y3 ‘'SZA4-0ZAd | BEQ'S $ | 8E0’s $ | 8e0’s $ | 8e0's $ | 8€0s $ BED'S I $ [ c16'9 $ | 898°E S [ oEeY S YIM3S/SNIM NO N3d ANV LNI
GTAI-LTAd 33eJaAe JeaA-23.43 'SZA-0TAd| Sv8'6 S | sv8'6 $ | sv8'6 S | sv8'6 HED $ Sv8'6 HEE S|zogor S| €69 REEE Q3N33a3Y SNIM XVL
592405 JAYI0 PUE SINUIAY

SININWOD| Q31D3fO¥d | Q3ID3rONd | G3iD3ro¥d | Q3lD3roud | 4aldarodd | d3lasand | d303royd | d3lasand VALY WNLOV VALY uondudsIg
) ST0T HT0T €207 20T T20T TZ0T 0202 020Z 610Z 8102 £Y0Z

Apmig 218y Jamss

aujjaseg-Alewwng Je3x-§ UMOUAIBA JO UMO]L

Page 30 of 58




Town of Watertown
Sewer Rate Study

5-Year Analysis - Baseline

r Target Retained Earnings as % of Budget: | 20.0%|
Baseline 2021 2022 2023 2024 2025
PROJECTED | PROJECTED | PROJECTED | PROJECTED PROJECTED
Surplus/Deficit $ (1,067,769)| § (1,481,371) $ (1,923,791)| $ (2,424,797)[ $ (2,931,444)
Projected Retained Earnings $  (644,065)| $ (2,125,436)| § (4,049,227)| $ (6,474,024)[ $ (9,405,468)
RE as % of Budget -6.0% -19.1% -35.0% -53.7% -74.8%
Target RE as % of Budget 20.0% 20.0% 20.0% 20.0% 20.0%

Retained Earnings Projections - Baseline Scenario

| 40.0%

| 200%

0.0%
| -200%
-40.0%
| -60.0%

| -80.0%

e RE as % of Budget

=== Target RE as % of Budget

Watertown Sewer Rate Study Workbook - Final.xlsx
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Town of Watertown

5-Year Analysis - Option 1

Sewer Rate Study
ﬁtate Increases: 9.5%| 6.0%| 6.0%| 6.0%| 6.0%|
2021 2022 2023 2024 2025
Rate Impact
PROJECTED | PROJECTED | PROJECTED | PROJECTED | PROJECTED
Surplus/Deficit $(162,991)| S 49,134 $ 269,983 | S 472,042 $ 710,646
Projected Retained Earnings $ 260,713 |$ 309,847 | S 579,830 $ 1,051,872 | $ 1,762,518
RE % of Budget 2.4% 2.8% 5.0% 8.7% 14.0%
Target RE % of Budget 15.0% 15.0% 15.0% 15.0% 15.0%
Retained Earnings Projections - with Rate Changes
16.0%
14.0% e
12.0%
10.0%
8.0%
6.0%
4.0%
2.0%
0.0%
2021 2022 2023 2024 2025
== RE % of Budget ~ ====Target RE % of Budget
User Impact (per Bill) - Sewer Bills Only New Bills
User Type Usage Current Bill FY21 FY22 FY23 FY24 FY25
High Tier 1 User 2,500 | $ 223.75 | $ 245,01 | $ 259.71 | S 27529 | $ 291.81|$ 309.31
Low Tier 2 User 4,000 | S 384.10 | $ 420.59 | $ 44582 | $ 472,57 | $ 500.93 | $ 530.98
Mid Tier 2 User 15,000 | $ 1,655.70 $ 1,81299 ($ 1,921.77 ¢ 2,037.08|$ 2,159.30 | S 2,288.86
High Tier 2 User 25,000 |$ 2,811.70 [ $ 3,078.81 $ 3,263.54 S 3,459.35|$ 3,666.91 S 3,886.93
Large User 75,000 | $ 10,355.70 | $ 11,339.49 $ 12,019.86 | $ 12,741.05 | $ 13,505.52 S 14,315.85
Watertown Sewer Rate Study Workbook - Final.xlsx Page 3
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Town of Watertown

Sewer Rate Study
Rate Increases: 9.5%| 9.5%| 4.0%| 4.0%| 4.0%)|
2021 2022 2023 2024 2025
Rate Impact

PROJECTED| PROJECTED | PROJECTED | PROJECTED | PROJECTED
Surplus/Deficit $(162,991)| $ 414,141 | S 428,500 $ 402,545|$ 389,952
Projected Retained Earnings | $ 260,713 $ 674,854 |$ 1,103,354 | $ 1,505,899 | $ 1,895,851
RE % of Budget 2.4% 6.1% 9.5% 12.5% 15.1%
Target RE % of Budget 15.0% 15.0% 15.0% 15.0% 15.0%

Retained Earnings Projections - with Rate Changes

5-Year Ana

lysis - Option 2

| 16.0%
14.0%
12.0%
10.0%
8.0%
6.0%
4.0%
2.0%
0.0%
2021 2022 2023 2024 2025
e===RE % of Budget  ====Target RE % of Budget
User Impact (per Bill) - Sewer Bills Only New Bills
User Type Usage Current Bill Fy21 FY22 FY23 FY24 FY25
High Tier 1 User 2,500 | $ 223.75 | $ 24501 | $ 268.28 | S 279.01|$ 290.17 | S 301.78
Low Tier 2 User 4,000 | $ 384.10 | $ 420.59 | $ 460.55 | S 478.97 | $ 498.13 | $ 518.05
Mid Tier 2 User 15,000 [ $ 1,655.70 | $ 1,812.99 [ $ 1,985.23 | S 2,064.63 $ 2,147.22 | $ 2,233.11
High Tier 2 User 25,000 | $ 2,811.70 | $ 3,078.81|$ 3,371.30|$ 3,506.15 S 3,646.40 (S 3,792.25
Large User 75,000 | $ 10,355.70 | $ 11,339.49 | $ 12,416.74 | S 12,913.41 $ 13,429.95 | S 13,967.15
Watertown Sewer Rate Study Workbook - Final.xlsx Page 4
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Town of Watertown

Sewer Rate Study
Rate Increases: FY 2021 FY 2022 FY 2023 FY 2024 FY 2025
Tier 1 6.5% 5.5% 5.5% 5.5% 5.5%
Tier 2 13.0% 5.5% 5.5% 5.5% 5.5%
Tier 3 19.5% 5.5% 5.5% 5.5% 5.5%
2021 2022 2023 2024 2025
Rate Impact
PROJECTED | PROJECTED | PROJECTED | PROJECTED | PROJECTED
Surplus/Deficit $ (64,517)|$ 100,880 | $ 269,302 $ 412,735|$ 585,972
Projected Retained Earnings | $ 359,187 | $ 460,067 $ 729,369 | $ 1,142,104 | $ 1,728,076
RE % of Budget 3.4% 4.1% 6.3% 9.5% 13.7%
Target RE % of Budget 15.0% 15.0% 15.0% 15.0% 15.0%

16.0%

Retained Earnings Projections - with Rate Changes

5-Year Analysis - Option 3

14.0%
12.0%
10.0%
8.0%
6.0%
4.0%

2.0%
0.0%

2021 2022 2023 2024 2025
e RE % of Budget — ====Target RE % of Budget
User Impact (per Bill) - Sewer Bills Only New Bills
User Type Usage Current Bill FY21 FY22 FY23 FY24 FY25
High Tier 1 User 2,500 [$ 223.75|$ 238.29|$ 251.40|$  265.23 $ 279.81|$ 295.20
Low Tier 2 User 4,000 |$ 384.10|$ 41658|S$ 43949 |$  463.66 $ 489.17|$ 516.07
Mid Tier 2 User 15,000 | $ 1,655.70 | $ 1,853.49 |$ 1,955.43 | $ 2,062.98 $§ 2,176.44 | S 2,296.15
High Tier 2 User 25,000 | $ 2,811.70 | $ 3,159.77 | $ 3,333.56 | $ 3,516.90 $ 3,71033 | $ 3,914.40
Large User 75,000 | $ 10,355.70 | $ 12,137.28 | $ 12,804.83 | $ 13,509.09 $ 14,252.09 | $ 15,035.96
Watertown Sewer Rate Study Workbook - Final.xIsx Page 5
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TOWN OF WATERTOWN

DEPARTMENT OF PUBLIC WORKS (P) 617-972-6420
124 ORCHARD STREET (F) 617-972-6402
WATERTOWN MA 02472

Gerald S. Mee Jr.
Superintendent

TO:; Michael J. Driscoll — Town Manager

FROM: Jesse Myott — Director of Administration & Finance, DPW
DATE: July 8, 2020

RE: Water and Sewer Study Presentation — July 14, 2020

Sir,

As a follow-up to Mr. Tracy’s email to the Honorable Town Council dated June 24, 2020, | have
attached, for your review, an informational presentation highlighting the water and sewer rate
study and proposed Fiscal Year 2021 water and sewer rates to be considered for the July 14,
2020 Town Council agenda.

As you recall, the Auditors Department and the Department of Public Works commissioned
Weston & Sampson to review actual and projected water and sewer consumption data in Fiscal
Year 2020 as well as projected revenues and expenses for Fiscal Year 2021 and provide
guidance on setting rates for Fiscal Year 2021. The commission also included reviewing the
Town’s rate-setting policy objectives and cost-recovery and retention goals; a detailed review of
the Town’s existing rate structure and charges coupled with a comparison to neighboring
communities rates’; a review of the planned water and sewer capital improvements projects and
the financing assumptions associated with said projects; a refinement of indirect cost allocation
methodology; and, a review of non-meter revenue requirements in an attempt to identify any
structural deficiencies that may be evident with non-meter revenue generation. The proposed
Fiscal Year 2021 Water and Sewer rates will incorporate the results of the analysis and
recommendations, for which the final report was provided on June 24, 2020.

The attached presentation will highlight the analysis and recommendations included in the
report and offer the Honorable Town Council and opportunity to provide feedback and ask
questions of Weston & Sampson staff regarding assumptions, findings and recommendations.

Respectfully Submitted,

Jesse Myott
Director of Administration & Finance - DPW
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RESOLUTION/ ORDER

WHEREAS, the Federal American Rescue Plan (ARPA) is a response by the
federal government to address the Covid 19 pandemic by distributing $1.9 trillion
in federal dollars, and in particular a direct allocation of $350 billion to state,
county and municipal governments;

WHEREAS, the state Department of Revenue has estimated that the Town of
Watertown is slated to receive an additional, unplanned $7 million, beyond the
$3.5million that Watertown has previously received for direct Covid-related

reimbursements, in direct municipal aid distribution to achieve the Covid recovery
goals of ARPA;

WHEREAS, the new ARPA Funds may be used to replace revenue lost or reduced
as a result of the pandemic, fund COVID-related costs, provide support to aid
households and businesses impacted by the crisis, invest in economic recovery and
renewal, fund investments in water, sewer and broadband infrastructure and other
unique purposes;

WHEREAS, the spending purposes of the federal government funds are much
broader than the spending purposes for which Watertown may appropriate local tax
revenues and state funds;

WHEREAS, the new revenues present once in a lifetime, unpredented
opportunities to allow Watertown to move in many positive directions, based upon
the Town’s prioritization of funding purposes presented with the ARPA funds;

WHEREAS, any and all spending decisions for use of the ARPA funds requires
an appropriation by Town Council;

AND WHEREAS, the Committee on Budget and Fiscal Oversight is charged with
organizing Town Coumcil budget and policy priority guidelines for the Town’s
annual budget, and the Watertown Home Rule Charter instructs that the Town
Council shall provide policy guidance to the Town Manager;

NOW THEREFORE, BE IT RESOLVED/ORDERED that this Town Council
make a referral to the Committee on Budget and Fiscal Oversight to convene and
plan budget and policy prioritization for the spending of the Town’s once in a

lifetime ARPA funds in a manner that reflects the priorities of the Town Council.
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