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MAYOR
To: ard of AWﬂ
From: Don ozeau
Date: Novémber 1, 2013
Re: Wastewater Fund Rate/Revenue Requirements Analysis

As you are aware, O-13-032 Amending the Sewer User Fees Rates and Charges will be
discussed at the next Budget Review Committee meeting scheduled for Thursday,
November 7, 2013. | have enclosed a Memo from CFO Griffin along with an updated
Wastewater Fund Rate/Revenue Requirements Analysis labeled November 2013.

This will provide you with the opportunity to review the information in advance of the

meeting.

Thank You.

229 Main Street - PO Box 2019 - Nashua, NH 03061-2019
603.589.3260 - fax 603.594.3450 - NashuaMayor@NashuaNH.gov



City of Nashua

Office of the Chief Financial Officer

~ 229 Main Street - Nashua, NH 03060 | (603)589:3171
Fax (603) 589-3233

To:  Mayor Donnalee Lozeau

From: John L. Griffin f‘A

Date: November 1, 2§43
Re:  Wastewater Fund Rate/Revenue Requirements Analysis

Introduction

The purpose of this communication is to transmit to you an updated Wastewater Fund Rate/Revenue
Requirements Analysis as of November 2013. The updated study includes projected information from FY2014
to FY2020. The study indicates that a 15% increase in sewer rates is needed. The increase is proposed to
become effective on January 1, 2014. Therefore, this increase would be reflected in the April quarterly billing for
residential customers and in the January billings for commercial customers as these accounts are billed monthly.

Assuming an average residential quarterly bill of $65.35 at current rates, the proposed increase will be
approximately $9.80 per quarter. As these new rates are proposed to become effective mid-way through this
fiscal year, the average residential customer will see an increase 0of $19.60 in FY2014. The last rate change was a
15% increase in rates effective July 1, 2011 (FY2012).

The proposed 15% increase will be applied to the volumetric and demand rates. Increasing both rate
components spreads the increase more evenly among all customers and also provides the wastewater fund with a
more consistent source of demand rate revenue. The average annual residential bill is currently $261.40. If the
proposed rates are approved, the new average annual residential bill will be $300.61.

Revenue Analysis
The Wastewater Fund receives most of its revenue from user fees. Additional rate increases for FY2015 through

FY2020 are projected in the analysis. The projected rate increases assume a January effective date for
consistency. We will continue to monitor the Wastewater fund on an annual basis to determine if any changes to
the projected rate increases become necessary. ‘ '

The fund also has received State Aid Grants (SAG) towards the cost of wastewater projects. The SAG program
was deferred during FY09 and as a result, the City of Nashua has not received any SAG grants on new
completed projects since the deferral was put in place. The State plans to fund some of the projects that qualify
for funding, but the dollar value due to Nashua is not known at this time.

Cost Analysis ‘
The analysis includes the cost of operations, several capital projects, as well as the capital equipment replacement

schedule. Capital equipment replacement costs for the next three fiscal years are projected as follows:

= FYl4 $1.6 million
= FY15 $1.6 million
= FY16 $0.6 million



The City of Nashua is under an Administrative Consent Order (Consent Decree) from the EPA to reduce
combined sewer overflows to the Nashua River and Merrimack River. The cost of the components of the
Consent Decree totaled approximately $69 million at the time of this study. The City continues towards the
completion of the Consent Decree capital projects. The larger Consent Decree capital projects should be
substantially completed during FY'15.

Capital Project Financing With Debt ‘
The analysis includes debt financing needs for the larger capital projects. Durmg the next three fiscal years, debt
proceeds are projected to be used as follows:

« FYI14 $21.0 million
= FY15  $10.4 million
= FYI16 None

Annual Capital Expenditures Funded With Cash

The analysis includes annual capital expenditures that will be funded with cash. ~ These annual expenditures
mclude consent decree operational expenditures, sewer infrastructure improvements, sewer structure
replacement, CSO flooding, storm water abatement and other expenditures noted within the analysis. The annual
expenditures for these items over the next three years are projected to be as follows:

= FYl4 $4.2 million
= FYI15 $2.3 million
= FYl6 $2.4 million

As shown in the analysis, the use of cash for these purposes results in a reduction in the Unrestricted Retained
Earnings balance.

Fund Balance - Unrestricted Net Assets
As of June 30, 2013, the Wastewater Fund had a net asset balance of $5,500,000, which is made up of a positive
$11,000,000 balance in the Wastewater Capital Equipment Reserve Fund and a deficit balance of $5,500,000 in

Unrestricted Retained Earnings.

Summary
The recommended rate increases shown on Schedule A would allow the City to:

* Fund normal operating costs;

=  Meet the EPA Consent Decree deadlines;

»  Adequately fund reserves for future equipment needs,

* Fund infrastructure improvements with cash; and

= Pay for the increase in debt service payments during the next several fiscal years,
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