TOWN OF ACTON
472 MAIN STREET
ACTON, MAGTT720

(278) 2649617 TELEPHONE
(978 264-9630 FaX

FINANCE DEPARTMENT
STEPHEN G. BARRETT, CPA, DIRECTCR

TO: Sewer Commissioners

FROM: Stephen Barrett, CPA @
DATE: June 17, 2005

RE: FY 06 Sewer O+M Recommendation

FY 06 SEWER O+M RATES

Staff has developed a recommendation for the Sewer Commissioners to review
concerning FY 06 Sewer O&M rates. The rates voted will be in place throughout FY06.
To that end, we have developed a plan, attached, which depicts our analysis.

Plan highlights are as follows:

1)

2)

3)

4)

5)

Existing billable flow has decreased 3.47% between FY 05 and FY 06.

Our plant operation costs have decreased slightly from $45,300 to $44,317, a
2.1% decrease. The decrease is due to the effects of the new 5 year agreement
signed with Woodard & Curran to oversee Treatment Plant operations. Please
note that in January 2006 the agreement calls for a cost review.

While we have not funded depreciation in the past, Enterprise Fund accounting
requires that sewer rates be sufficient to offset all costs of operation, including a
capital reserve for depreciation. The FY 2003 audit of the Town, page 20,
(attached), documents an FY 2003 Sewer Enterprise depreciation expense of
$699,439. This plan funds only $93,066 towards capital reserves.

The “average” single family residence will be paying a 1/ 10" of a cent increase
per gallon which translates into an “average” of $819 per year, a 9.2% increase.

Our commercial customers will be paying a 2/ 10" of a cent increase per gallon
which translates into a rate increase of 10%.



The plan does not accommodate the following:

1) An estimate for abatements of Sewer Betterments in FY 06. Betterment payers in
the sewer district have until December 15, 2003 to request an abatement of the
final sewer betterment. It’s practically impossible to predict what this number will
be. A funding source must also be identified to reimburse the Sewer Enterprise
Fund for this loss of revenue.

2) The effects of additional flows from Powder Mill plaza or Faulkner Mill have not
been added to our predicted volume estimates. My understanding 1s that Powder
Mill may add 4,000 gallons per day once construction is concluded.

1 further understand that Faulkner Mill has petitioned to join the sewer service
area and they could potentially be adding 1,000 gallons per day once occupancy
begins and this could potentially reach 5,000 gallons per day at project
conclusion. My recommendation would be to set rates without considering flows
that may not materialize. If the additional flows do occur, this additional revenue
would add to our capital reserves.

Our calculations are enclosed for your review/comment and staff is available to answer
any questions.
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