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Memorandum

Board of Selectmen
Martha White, Town Administrator

Michael Walters Young, Deputy Town Administrator
Robert Palmer, Finance Director
Bill Chenard, DPW Business Manager

Friday, May 15, 2009

Follow-ups on Water/Sewer Rate Hearing Questions

At your last meeting of May 4™ the Board of Selectmen in the role of Water/Sewer Commissioners
asked a series of questions during the first part of a public hearing held to establish water & sewer rates
for FY 2010. This memorandum attempts to answer those questions. Also attached to this memorandum
are two items of public correspondence to the Water & Sewer Commissioners regarding rate setting in
FY 2010.

It is not the intent of staff to continue discussion of rate setting on May 18" as the public hearing has
been suspended until your next regularly scheduled meeting of June 1*. If you have additional questions
about these materials, or have additional requests of staff in advance of June 1*' after reading these
materials, please contact me at either (508) 647-6404 or myoung@natickma.org.

Questions:

Question: Can staff provide the transcript of meetings from last year and letters &
correspondence from J. McGee and P. Franchi to BOS.
Answer: Yes, these items are attached as Items 1 & 2.

Question: What would be the total amount of money be raised from the $5.00 administrative
service fee if we only billed per meter versus per dwelling unit for the averaged condominiums?
Answer: $380 (This would be a drop in revenue of $7,740, because by billing per condominium
unit we currently raise $8,120).
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- Question: What would the effect be on the rates and what would be the gross dollar impact if
we do away with averaging for condominiums?

- Answer: The gross dollar impact would be approximately $840,000 if we do away with averaging
for condominiums, which would result in a rate decrease of 5.75% for most users of water &
sewer services.

- Question: How much do we save and more importantly how does Water & Sewer benefit from
lower Natural Gas costs?

- Answer: Nstar bills the cost of natural gas and electricity at two rates, winter and summer. The
winter natural gas rates are effective from November through April. Summer natural gas rates
are effective May through October. Winter natural gas rates are historically higher than summer
rates. This is attributable to the large demand for the winter heating season. Summer electricity
rates are effective June through September and have historically been higher than the winter
rates due to the demand for summer cooling.

Nstar announced a natural gas rate reduction effective May 1, 2009 from $1.2424 per therm to

$.3848. This rate applies to the cost of gas only and only during the months of May through

October. This will translate into a moderate savings for Natick. Eighty seven percent of the

town’s natural gas use occurs during Nstar’s winter months. Therefore only 13% of the town’s

natural gas use is affected.

Rates are divided into several tiers and types. The tiers are based on energy use, demand, and

building use. Types are supply (referred to in the above paragraph as “cost”), transmission,

transition, and distribution.

Natural Gas Rates

S Percent Avg
Rate Period C(u:ﬁtaorm:r Distrib. D'ztdr.'b' SSaSI $/Therm | of Annual | Annual
9 ] PPl Use Rate
G-41 | Nov-Apr $15.19 $0.25 $0.0009 $1.24 $1.50 87% $1.37
G-41 | May-Nov $15.19 $0.17 $0.0009 $0.38 $0.56 13%
G-42 | Nov-Apr $30.19 $0.23 $0.0009 $1.24 $1.47 87% $1.35
G-42 | May-Nov $30.19 $0.11 $0.0009 $0.38 $0.50 13%
G-43 | Nov-Apr $100.19 $0.22 $0.0009 $1.24 $1.46 87% $1.33
G-43 | May-Nov $100.19 $0.08 $0.0009 $0.38 $0.47 13%
Historical Natural Gas Rates
2006 2007 2008 2009 Projected FY2010 Estimate
AvgS/Therm $1.5250 $1.2415 $1.2668 $1.4200 $1.3500
Percent Change -18.59% 2.03% 12.10% -4.93%
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The water and sewer division uses natural gas for heat of the water pump and treatment

buildings and for emergency generators for both the sewer and water pump stations.

Historical Electricity Rates

2009 FY2010
2008 20 2008 Projected Estimate
Avg$/kwW $0.1192 $0.1219 $0.1345 $0.1558 $0.1792
Percent Change 2.29% 10.34% 15.82% 15.00%

The water and sewer division uses electricity for lighting and energy for water pumps, treatment

buildings, and the sewer pump stations.
each with a pump, 34 sewer pumping stations each with two pumps.

Historical Water and Sewer Utility Costs and FY2010 Estimates

The town has two water storage reservoirs, 10 wells

2009 FY2010
2006 2007 2008 Projected Estimate
Sewer Utilities $85,745.38 $83,617.48 $86,562.10 $126,332.33 $137,000.00
Water Utilities $377,846.54 $381,631.13 $372,526.97 $526,922.00 $570,000.00
Total $463,591.92 $465,248.61 $459,089.07 $653,254.33 $707,000.00

We reviewed our utility accounts after the Nstar rate announcement and recommended a
reduction of $30,000 from the water utility line item. Note that we also reduced the original

request on the town utility line item by $49,500.

Utility (Natural Gas, Electricity, Unleaded Fuel, Diesel Fuel, and Heating Qil) budgeting is very
difficult. Rates and prices fluctuate dramatically over any given year and from year to year.
Energy use also fluctuates from year to year. Use is primary driven by weather conditions. Heavy
snow fall increases fuel use. A dry summer increases the amount of water pumped. Cold or hot

weather increases gas and electrical use.
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Question: What about other new fees, i.e. New Framingham Fire Protection Line fees?

Answer: Staff is still investigating the different types of fees which can be charged regarding Fire
protection Fees. We were able to find out exactly what Framingham charges for their new Fire
Protection Line Fees. That is provided below.

Framingham Fire Pipe Service Fees

Size (inches)

1.5" and less

o
2.5"
v
av
6"
g"
10"

Y

Current Rate

$22.66
$48.29
$86.84
$140.26
$298.91
$868.27
$1,850.31
$3,327.50
$5,374.83

Question: Who are the big water users in Natick?
Answer: The chart below shows the top 25 water users in Natick as of the last reading for FY

20009.
Rank Type of Entity Use (HCF) Per::::nolfjl':tal Rank Type of Entity Use (HCF) Per::c:nolfj::tal

1 [Commerical - Retail 39,509 2.80% 14 |Commercial - Lodging 7,317 0.52%

2 |Residential - Multi-Unit 36,328 2.58% 15 [Residential - Multi-Unit 6,663 0.47%

3 |Residential - Multi-Unit 19,850 1.41% 16 |Government (Local) 6,620 0.47%

4 |Residential - Multi-Unit 19,834 1.41% 17 |Office 6,442 0.46%

5 |Government (Federal) 12,924 0.92% 18 |Commercial - Lodging 6,065 0.43%

6 |Commercial - Lodging 12,114 0.86% 19 |[Commerical - Retail 5,447 0.39%

7 |Residential - Multi-Unit 11,906 0.84% 20 |Office 5,205 0.37%

8 |Office 10,669 0.76% 21 [Residential - Multi-Unit 4,981 0.35%

9 |Office 10,106 0.72% 22 |Government (Local) 4,726 0.34%

10 |Government (Federal) 9,152 0.65% 23 |Commercial 4,401 0.31%

11 |Office 8,612 0.61% 24 |Commerical - Retail 4,348 0.31%

12 |Residential - Multi-Unit 8,425 0.60% 25 [Residential - Multi-Unit 4,284 0.30%

13 [Residential - Multi-Unit 7,345 0.52%
Top 25 Total 273,273 19.39%
Town Total 1,409,444 100.00%

Question: How do we distinguish between a condominium and an apartment legally other than
through the assessment process? Are they really so different?
Answer: Staff has posed that question to Town Counsel and is awaiting a response. We will
provide it to you at your meeting of June 1%,
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Correspondence:

Item 1: Letter from Pasquale Franchi to Martha White dated December 3, 2008.

Item 2: Electronic Correspondence from John Magee to Michael Walters Young dated March 18, 2009.
Iltem 3: Letter from Bob Coates to Martha White dated May 13, 2009.

Item 4: Water and Sewer Enterprise Analysis and Comments from John Magee to Selectmen dated May
15, 2009.
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PASQUALE FRANCHI

182 WEST CENTRAL STREET #303
NATICK, MASSACHUSETTS 01760

(/th? é/{ TELEPHONE [508] 850-4900
MACM FACSIMILE (508) 651-0845
December 3, 2008 M do Do T Aery 7

Martha L. White, Town Ac (¢~ RECEVER

13 East Central Street
Natick, MA 01760

DEC -5 2008

. 80 e Sy
Dear Ms. White: ARS A("]f' CDK{ ‘NL”:» fMEN

RE: Water/Sewer Rates

I am writing to voice my extreme disappointment in the town’s decision to exclude
residential apartment complexes from the cost averaging decision reached with regard to
condominium units in the town, and to again request an appeal of this decision.

As the owner of Kendall Crossing Apartments, we were part of the appeal submitted by
the condominiums (Natick Green, Deerfield Forest, Natick Village), claiming that the
proposed water/sewer rates for FY2009 were unfair. While the condominiums were

granted their appeal, we were not.

In reviewing the reasoning for this decision, as stated in your June 2, 2008 memorandum,
I find the argument for your decision without merit. To say that averaging the cost for
apartment complexes adds extraordinary complexity for your staff, but that averaging the
cost for condominiums does not overly tax your staff, does not make sense. If we have
an apartment complex with 354 units and 1 master meter, how difficult is it to divide that

invoice by 354?

If your current software system cannot handle the cost averaging for multi-unit dwellings,
then perhaps the town should wait to implement such a change until they have the
upgraded software to handle such a change. Kendall Crossing should not be penalized
because of the town’s lack of appropriate technology, nor should our tenants be
discriminated against with a higher rate than their neighbors. To say that a change might

be considered in future years is vague and unacceptable.

I therefore request that the town reconsider this unfair and discriminatory decision.
Should you feel a meeting is necessary, please so advise. If I don’t hear from you within
15 days, I will turn this matter over to our attorney as I feel it is very unfair to our tenants.

Sincerely,

T e
- ) ~. iy

-

Pagjuale Franchi

PF/smw



Walters Young, Michael

From: John Magee [mageejo@cs.bu.edu]
Sent: Wednesday, March 18, 2009 3:47 PM
To: Walters Young, Michael

Subject: RE: Water and Sewer Administrative Fee
Michael,

Thank you for writing back. I researched this a bit further by obtaining a DVD of the 6/16/08 meeting from
Pegasus. Here is a transcript of the question that reflects the actual statement as accurately as possible:

Time on DVD: Title 1 - 02:26:30
Mr. Ciccariello: In the case of the condominiums, there was a discussion, there's approximately 4000 condominium

units? That number came out.
Mr. Walters Young: I don't remember the exact amount.

Mr. Ciccariello: I'm sorry, no, it was 1000, I apologize. I think it was between 1000 and 1200. And if we bill the
condominium assocation, four bills, at $5, thats $20. If we bill the 1000 or 1200 units (unclear - per bill), it's $5
times 12 times 4, that's $20 versus over $20,000. What is the administration proposing to do?

Mr. Walters Young: The administration’s initial proposal, was to do individual bills for every unit. Administration’s
current proposal is to maintain the current system, but average that mass bill, so not capture the potential revenue,
if you will, of sending out indivdual bills to every Natick taxpayer, because the revenue generated from
administrative service fees on every bill to every condominium is likely immediately going to be offset by the
amount of staff time which is lost in producing indivdual bilis for every condominium unit.

So, what we would propose doing currently, is to, or for the future starting July 1st, will be to do the averaging:
take the read off the master meter, take a look at the property, divide by the number of units, average that one bill,
multiply it back by that number of units, so you get the average read, and then send out one bill back to the
condominium associations, thus the legwork and paperwork of splitting those bills remains as currently is done in

the realm of the associations.

This is not ambiguous at all. It clearly states that the intention is to charge the service fee on a per bill basis and
not on a per dwelling unit basis. Two main points that highlight this:

"so not capture the potential revenue” - The original question was if the town was going to capture this revenue by
including the charge on a per dwelling unit basis. The answer is no.

"would likely going to be immediately offset by the amount of staff time which is lost in producing individual bills" -
This statement, along with other comments in the meeting, directly affiliate the Administrative Service Fee with the
creation of bills. This goes to my argument below that the fee is intended to cover meter reading, billing, and
collection, and that averaging of condominium units will still involve one meter - A single meter needs to be
maintained and read - A single bill is generated for that meter. - A single payment is collected and processed. I
understand that considerable staff time has gone into manually calculating these bills so far, but once the system is
automated it should not take (no. of units) times (time and effort to create a bill), and thus there is no justification

for multiplying this fee times the number of dwelling units.



In all honesty, I'm more bothered by the process of what has happened than the actual fee itself. I think the should
expect a level of transparency in that what is stated to happen is what actually happens. When the Selectmen
voted to implement this system, they were told the above and so in my opinion their vote included the directions
that was included in clarification questions. I'm not accusing anybody of maliciously doing anything in an attempt to
capture this revenue, as you said, the minutes themselves were ambiguous. But ambiguous minutes really can't be
an excuse for changing course on something behind the scenes. This probably really a symptom of unintentional
miscommunication of policy, and partly the length of time it takes to prepare meeting minutes - since the billing
department had to begin implementing the policy before minutes were available.

I hope that this can clarify the policy as stated in the 6/16/08 meeting and as voted by the Board of Selectmen. I
believe the current policy is "one fee per bill" and I hope the appropriate fixes can be made to be in line with the

policy.

Thank you,
-John

On Mon, 16 Mar 2009, Walters Young, Michael wrote:

> John,

>

> Thanks for the e-mail. This was a point of ambiguity during the

> conversations before the final approval of the rates with averaging in

> June 2008. Our review of the minutes leads us to believe that no

> conclusive direction was given by the Board of Selectmen on the point

> of the Administrative Service Fee application to individual condominiums.
> Given that there was no explicit direction, the Finance Department

> interpreted the direction of the Board to implement averaging under

> the same principle as stated in the memorandum - treat each

> condominium like a single-family home. That meant averaging the

> condominium meter read by the total number of dwelling units contained
> in each building the meter serves, and that means that each unit

> should receive an administrative service fee for each bill.

>

> My understanding from the Finance Director is that each meter which

> reads a condominium building is read, averaged, a fee is added for

> each unit, and then that appropriately averaged bill is sent to the

> condominium association. Mr. Palmer is Cc'd on this e-mail to correct

> me if I am wrong.

>
> The comments in the memorandum have been reviewed by the Water/Sewer

> Rate Subcommittee (Attachment A of Item 5a). Each board member should
> be available tonight for comment and/or reaction.
>



> Thanks for your continued interest and let me know if you have any
> more questions.

>

> Thanks.

>

> Michael

>

> Michael Walters Young

> Deputy Town Administrator

> Town of Natick, MA

> Phone: (508) 647-6404

> Cell: (508) 857-7722

> Fax: (508) 647-6401

> E-mail: myoung@natickma.org
> Web: www.natickma.org

v

> - Original Message-----

> From: John Magee [mailto:mageejo@cs.bu.edu]
> Sent: Monday, March 16, 2009 2:13 PM

> To: Walters Young, Michael

> Subject:

>

>

> Hi Michael,

>
> >From the memos online, it looks like you are heading up the water and

> sewer budget again. I do have one question/concern that maybe you can
> start looking into. I also sent substantially the same email to Josh

> Ostroff earlier but I wanted to you to be able to answer if I bring it

> up tonight.

>

>

>
> Our condo association has been having some back and forth with the

> Water and Sewer billing. One of the issues is the administrative service fee.
> If

> I recall correctly, this fee is supposed to be charged $5 per bill,

> and not $5 per dwelling unit. There is some discussion in the June 16,
> 2008 minutes but it's kind of ambiguous. One of the other members of
> the board asked if they could charge the $5 per dwelling but the

> reasons for charging one per bill were something along these lines:

>

> -The fee is intended to cover meter reading, billing, and collection.

> -Averaging of condominium units will still involve one meter.

> -A single meter needs to be maintained and read.

> -A single bill is generated for that meter.

> -A single payment is collected and processed.

>
> In talking with our condominium management, it seems that the Natick
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> Water billing department is under the impression that they should be
> charging

> $5

> per dwelling unit. I don't believe this is what was intended by the

> board.

>

> I noticed this question in the memo to the board for this Monday's

> meeting:

> "Can the administrative service fee be billed for each meter for an

> averaged bill rather than one administrative service fee for each unit?
>

> Answer: Staff has administered averaging on one basic principle:

> equity to all. Condominium units have received one average bill per

> unit and thus one admin. service fee per bill, just like a single

> family homeowner.
> This follows internal policies developed by the Finance Department.”

> The above statement is not entirely accurate. The condominium

> association receives one bill per meter and not one bill per dwelling
> unit. One service fee per bill would be consistent with the policy.

>

>

> I'm also planning to attend the Selectmen's meeting tonight.

>

> Thanks,

> -John Magee

>






Water and Sewer Enterprise
Analysis and Comments
for the
Town of Natick, MA

Prepared by John Magee
May 15, 2009

Dear Natick Board of Selectmen and Town Administration:

The Town of Natick faces many challenges regarding the Water and Sewer
enterprise fund. There are many differences of opinions in the direction of budgeting and
rate setting. As part of the rate setting public hearings, a large amount of information has
been made available to the board and the public. However, there is still more information

that could be useful in making your decisions.

[ offer this document containing analysis and comments with the hope that it will
aid you in rate setting and future budgeting for the Water and Sewer enterprise fund. The
purpose of this document is threefold: first, to provide you with a comparative analysis of
rate structures with several neighboring communities; second, to inform you of
information that has otherwise not been made previous available; and third, to provide
analysis and opinions on the direction of rates and budgets.

Sincerely,

John Magee
Town Meeting Member, Precinct 1






The goal of protecting homeowners is good, but the resulting option decision had
unintended negative consequences. The remaining large water users were faced with
huge increases in their bills. This included apartments, Laundromats, and out-of-town
customers on master meters.

These customers are now asking for relief from the current situation. One question that
should be answered is:

Question: Who are the large water users in town?

The situation with large water users being charged higher rates is due to greatly inclining
rate tiers. If the rates were flat or nearly flat, there would be no need to average master-
meter customers as everybody would be paying the same rate. A comparative analysis of
rates in neighboring towns can give some insights on Natick's current situation.

Rate Comparison

One quick way to compare rates is to calculate a "steepness factor". This is the multiplier
between the lowest rate and the highest rate in an inclining rate structure. For example, if
the highest rate was three times the lowest rate, the steepness factor would be 3. A flat
rate would be 1. Natick's combined W&S costs $5.23/hcf at the lowest tier and
$16.40/hcf at the highest tier. The calculation is then 16.40/5.23 = 3.14 meaning the
highest tier pays approximately three times the lowest tier.

Table 1: Steepness Factor

Natick Arlington | Brookline Concord Dedham Framing- Needham Newton Worcester | Wellesley

Westwood ham #

W 3.62 1.47 1 e 2.14 1.80 1.76 1.44 1 3.09s
1w 1w

S 2.96 1.99 1 1 2.81 1.26 1.44 1 1
w&s | 3.14 1.74 1 l25e 229 1.38 1.44 1 1.65's
1w 1w

# Summer (s) rates for Concord and Wellesley. Winter rates are flat at the lowest tier (w).
In Table 1, Natick has the highest multiplier between the lowest and highest tiers. Most
of the towns in the comparison are chosen because they were also used to compare other

fees in the Fee Revenue Study by Donald I Jacobs Consulting received October 6, 2008.

The following table compares the same towns for some example quarterly usage. Data
from rates is attached at the end.
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Quarterly Usage Cost Comparison

Natick Arlington  Brookline Concord Dedham Framing- Needham Newton Worcester  Wellesley
o o # Westwood ham o #
+

w 11.90 2027 2275 17.20 29.61 19.05 27.50 20.75 14.20 14.50

5 S 19.25 16.95 29.75 36.05 17.50 38.50 29.05 21.35 325
W&S | 3115 37.21 52.50 53.25 36.55 66.00 49.80 35.55 47.00
W 23.20 42.74 54.60 41.28 58.24 45.72 525 49.80 34.08 34.80

12 S 52.30 40.68 71.40 86.52 42.00 96.60 69.72 51.24 78.00
W&S | 75.50 83.42 126.00 127.8 87.72 149.09 119.52 85.32 112.80

W 36.40 63.80 81.90 66.19 82.78 70.92 75.00 74.70 51.12 5220

18 S 93.70 61.02 107.10 129.78 63.36 147.00 104.58 76.85 117.00
W&S | 130.10 124.82 189.00 195.97 134.28 222.00 179.28 127.98 169.20
w 60.30 87.68 118.30 116.52 115.5 112.92 105.00 112.88 73.84 75.40

26 S 175.90 88.14 154.70 187.46 98.96 214.20 158.02 111.02 169.00
W&S | 23620 175.82 273.00 303.98 211.88 319.20 270.90 184.86 244.40

W 105.80 128.40 182.00 220.18 172.76 171.77 160.75 182.40 113.60 126.04

40 S 335.50 135.60 238.00 288.40 156.89 338.95 255.60 170.80 260.00
W&S | 44130 264.00 420.00 508.58 328.66 499.70 438.00 284.40 386.04
w 405.80 397.00 455.00 37 iig(?\i 599.48 506.87 423.95 511.20 284.00 26963 'gg V‘“’v

100 | S 1019.50 339.00 595.00 721.00 542.12 919.90 715.50 427.00 650.00
W&S | 142530 736.00 1050.00 11325.53 jv 1048.99 1343.85 1226.70 711.00 191:)‘.‘(')%4;

W | 490580 | 465822 | 4550.00 fjjg'ggi 849248 | 595937 | 4383.95 | 589320 | 2840.00 gggﬁg;
1000 | S 11279.50 | 3390.00 | 5950.00 | 7210.00 780240 | 9649.89 | 823950 | 4270.00 | 6500.00
W&S | 1618530 | 804822 | 10500.00 182282(5)(8)5 13761.77 | 14033.85 | 14132.70 | 7110.00 1951%)%).76%)4;

* Admin fee added to water portion. Natick $5/quarter bill. Arlington $16.90/bill
assuming yearly billing divides to $4.22/quarter . Needham $15/quarter.

+ Dedham-Westwood has a minimum bill based on connection size. Assuming
residential connection.

# Summer (s) rates for Concord and Wellesley. Winter rates are flat at the lowest tier (w).
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