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Section I: Status of the Water/Sewer Enterprise Fund

The Town of Natick operates the Water/Sewer Enterprise Fund to separately account for the
operations of providing water and sanitary sewer services to the residents of Natick. According
to the Mass. Department of Revenue, an enterprise fund is established “under G.L. c. 44, § 53F)%
to separately account for municipal services of a proprietary nature, i.e., those services provided to
individual customers for a charge in a manner similar to private business.” Fees and/or rates are
charged for this service and the fund is segregated from the other financial operations of the Town
of Natick. ?

FY 2018 & FY 2019 Rates in Review

Fiscal Year 2018 and 2019 rates were based on appropriated expenses of the Water & Sewer
Enterprise Fund. As with any budget, the setting of rates and planning of expenditures is just
that — a plan. Reality, especially when it comes to an industry directly impacted by climate
conditions and the weather, often differs. FY 2018 water rates increased 3.50% and sewer rates
increased by 3.50%. FY2019 rates were increased 7.00% for water and 9.75% for sewer to
ensure adequate revenues for the fund.

Usage Impacts

Usage has remained relatively consistent for several years. However, this data isn’t the
complete story. Average use plays a large role in our rate structure as there are less units being
billed at a higher tier. The average use has remained stable in each of the last several years.

! For more information, please see Massachusetts Department of Revenue, Bureau of Accounts. Informational
Guideline Release 08-101, Enterprise Funds, G.L. c. 44, § 53F%. Commonwealth of Massachusetts. Boston, MA.
April 2008.
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Detailed actual usage for FY 2010-2019 is shown in the table below, (and in greater detail in

Attachment D).

FY 2010 | FY2011 | FY 2012 | FY 2013 | FY 2014 | FY 2015 | FY 2016

Water & Sewer Usage (in Hundred Cubic Feet)

FY 2017

FY2018 | FY2019 [VA\E (= FY2020 YTC

1,376,176 1,408,927| 1,329,410| 1,365,462|1,379,663|1,376,176| 1,411,132
Irrigation Usage (in
FY 2010 | FY2011 | FY 2012 | FY 2013 | FY 2014 | FY 2015 | FY 2016

undred Cubic Feet)

1,338,585

FY 2017

1,328,038 1,344,969 | = 1-3 7 1,351,959

FY2018 | FY2019 |\ ¢l-{=3FY2020 YTC

170,420 | 171,645 | 137,975 | 162,702 | 167,342 | 170,420 | 201,885

161,807

171,544 | 178,662 | 3E5ER| 179,226

Analyzing usage is important, because it allows rate setters to see where changes are occurring

and what impacts the weather or prices have on the different rate blocks the Town utilizes.

FY 2021 Operating & Capital Budgets

The establishment of rates for the Water/Sewer Enterprise Fund is directly a factor of the
expenses necessary to provide the service. In other words, the Town of Natick must use an
expense-driven model when determining expenses for the upcoming year. This gives a strong
incentive to the commissioners and the operators to make sure operations are as efficient and

cost effective as possible.

Rates and fees are set in order to collect the appropriated expenditures for the Water and

Sewer Enterprise Fund for FY 2021 as shown below.

Expenditure Summary

Proposed Budget

Operational Budget 10,094,667
Utility Billing 195,497
Fringe Benefits 927,845
Debt & Interest 2,591,356
Indirects 2,697,486
Reserve 200,000
Capital Improvements 280,000
Total Water & Sewer Expenditures 16,986,852
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For FY 2021, the proposed operating and capital budget for the Water/Sewer Enterprise Fund is
$16,986,852. Major components include;

1. Water Sewer Indirect Costs: Increase of $164,187 (6.5% increase)

2. Debt Service: Debt service in FY 2020 is forecast at $2,591,356. The major capital projects
include the rehabilitation or replacement town wells, replacement of a vactor truck, water
and sewer main replacements and upgrades.

3. Potential Summer Water Ban: A non-essential water use ban this summer is possible,

however given current trends is not likely. This would reduce irrigation use and therefore
revenue. In FY 2012 and FY15 we collected fewer funds then we expended. These years
irrigation use dropped nearly 20% as a result of mandated non-essential water use
restrictions. This caused our retained earnings to drop below the 10% margin. Table 101
shows the relationship between irrigation use and year end retained earnings. In 2012
and 2015 irrigation use dropped significantly. The 2013 and 2016 certified retained
earnings show a corresponding drop.

4. Personnel Costs: Projected to increase by 2.3% for FY21; a net increase of $49,922.

5. Energy Cost Increase: The cost of electricity is level funded, and represents 7% of the

operations budget.

6. MWRA Assessment: Comprises 85% of the Water & Sewer enterprise fund budget is
anticipated to remain level funded at $6.35M. The MWRA Board of Directors and the
MWRA Advisory Board instituted an interim program to mitigate the FY21 increase to the
Assessments charge communities. This rate relief program allowed for level funding in
the operating budget (reducing the preliminary FY21 budget by $150,000).
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Section IlI: Rate Recommendation

Rate Methodology

The Board of Selectmen, as the Water & Sewer Commissioners of the Town of Natick, is
charged with setting rates necessary to support revenues for the operation of the Water &
Sewer Enterprise Fund on an annual basis. The proposed rates of the Water/Sewer Enterprise
Fund are raised according to the following guiding principles:

1) Rates are sufficient to cover expenses in any given year; and,

2) Water rates are tiered and designed to foster conservation: the more you use, the more
you pay.

The rate recommendations presented on the following pages have been derived from a
sophisticated model developed by the Deputy Town Administrator for Operations. Every meter
read and every account has been imported into the model from Fiscal Years 2009 to 2019. The
usage in each of the years is calculated and the proposed rates applied to that usage. Staff will
continue to review this model on an annual basis, thus insuring better data and quality by
creating a larger sample with which to model upon.

The proposed collection rate is set at 95%. This represents what we actually collect during the
fiscal year. Although we bill and will eventually collect 100% of what we read from meters, we
collect 95% of the amount billed in a fiscal year. Unfortunately, all accounts are not paid on
time, thus delaying the receipt of that collection to a future fiscal year, often through a tax lien.

The vacancy rate remains at 5% for multi-unit averaged dwelling units. From FY 2009-2011, the
Town implemented a phased averaging of all multi-unit dwellings in the Town of Natick. This
was designed to create a fairer and more equitable rate structure for all rate-payers, and it has
largely worked. An apartment dweller or condominium owner now pays either tier 1 or tier 2
water rates, comparable to what a single-metered single-family home pays. This model of
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averaging did not take into account factor for the reality of the real estate market and in FY
2014 the model was updated to add a vacancy rate for multi-unit complexes. This is something
we do when evaluating the value of such properties for tax purposes, and the Assessor’s office
has validated that larger multi-unit dwellings in Natick maintain a 5% vacancy rate.

Recent water usage for the months February through May reviewed against the historic
average useage over these months to gauge any impact from the COVID-19 pandemic. Usage
has remained within averages for this time period.

For FY 2021, staff has prepared the following proposed rate option for the Board of Selectmen
to consider:

Rate Increase: Staff recommends the Board of Selectmen raise the current water rates 7.50%
and sewer rates by 7.50%. Should fiscal year 2020 end as forecasted and rates are raised as
proposed for FY 2021, we should maintain a sufficient balance in retained earnings.

We will continue a prudent review of operating and capital expenses and do everything in our
power to ensure that future increases when necessary can be planned and managed so as to
avoid large rate increases in any given year.

This rate increase equitably raises the costs of water & sewer services. It is anticipated that it
will raise the required funds to cover water and sewer enterprise fund expenses for fiscal year
2021.
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Certified Retained Earnings
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Town of Natick

2021 Water/Sewer Rate Setting

Town of Natick

Proposed Water/Sewer Rates - FY 2021

Attachment A

Water 7.50%
Sewer 7.50%

Rate Changes

This page shows comparative rates between FY 2020 and FY2021 in a variety of different rate categories and blocks.
To calculate your bill, simply take your usage by tier and then apply the appropriate Rate for either Water and/or

Sewer services.

Combined Water & Sewer Rates

Combined Elderly Rates

FY 2020 FY 2021 FY 2020 FY 2021

0-10 Water S 198 0-10 Water § 2.13] |0-10 Water § - 0-10 Water $ -
Sewer S 5.62 Sewer S 6.04 Sewer S - Sewer S -

11-20 Water S 3.03 11-20 Water r$ 3.26 ] |11-20 Water § - 11-20 Water $ -
Sewer S 10.01 Sewer S 10.76 Sewer S - Sewer §$ -

21-40 Water S 4.49 21-40 Water '$ 4.83]121-40 Water $ 3.20 21-40 Water $ 3.44
Sewer S 16.55 Sewer § 17.79 Sewer $ 11.78 Sewer $§ 12.66

40+ Water S 698 40+ Water '$ 7.50 | |40+ Water $§  4.96 40+ Water '$ 5.33
Sewer S 16.55 Sewer $§ 17.79 Sewer S§ 11.78 Sewer $§ 12.66

Water Only Elderly Water Only

FY 2020 FY 2021 FY 2020 FY 2021

0-10 Water S 198 0-10 Water $ 2.13]]0-10 Water $ - 0-10 Water $ -

11-20 Water S 3.03 11-20 Water § 3.26]|11-20 Water § - 11-20 Water $ -

21-40 Water S 4.49 21-40 Water $§ 4.83|[21-40 Water §  3.20 21-40 Water § 3.44

40+ Water S 11.30 40+ Water $§ 12.15] |40+ Water S  4.96 40+ Water § 5.33

Irrigation Sewer Only

FY 2020 FY 2021 FY 2020 FY 2021

0-10 Water S 3.54 0-10 Water § 3.811]]0-10 Sewer S 5.62 0-10 Sewer S 6.04

11-20 Water S 6.90 11-20 Water $ 7.42 S - S -

21-40 Water S 9.22 21-40 Water § 9.91][11-20 Sewer S 10.01 11-20 Sewer S 10.76

40+ Water S 11.30 40+ Water $§ 12.15 S - S -

20+ Sewer S 16.55 20+ Sewer § 17.79
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Town of Natick

Water/Sewer Rates - FY 2021 (Proposed)
MWRA Fees History

Attachment F
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