
 AGENDA ITEM SUMMARY
LEXINGTON BOARD OF SELECTMEN MEETING

DATE: STAFF: ITEM NUMBER:

September 9, 2013           Rob Addelson                    I.4 

SUBJECT:

FY2014 Water and Wastewater Rates 

EXECUTIVE SUMMARY:  This is the first of three discussions regarding Water/Wastewater 

Rates for FY2014.  Our presentations will be as follows: 

1. September 9, 2013:   

Review results of FY2013 water and sewer operations, billed consumption and 

retained earnings history.

Present FY2014 water and sewer budgets as adopted at the 2013 annual town 

meeting (direct and indirect costs) and proposed revisions to these budgets, which 

will serve as the basis for calculating FY2014 water and sewer rates.

Present preliminary water and sewer rates for FY2014 

2. September 23, 2013:  Receive public comments on preliminary water and sewer rates for 

FY2014

3. October 7, 2013:  Board of Selectmen vote on recommended FY14 water and sewer rates 

Documents Provided - Memorandum from the Assistant Town Manager for Finance to the Town 

Manager including: 

FY2013 Wastewater Budget – Operating Results 
Sewer Budget Spending and History: FY10 to FY14 
FY2013 Water Budget – Operating Results 
Water Budget Spending and History: FY10 to FY14 
Retained Earnings History
Water Consumption History: FY2005 to FY2013 
Preliminary FY14 Water and Wastewater Rates 

FINANCIAL IMPACT:

NA

RECOMMENDATION / SUGGESTED MOTION:

NA

STAFF FOLLOW-UP: Finance 

Prepared by rna



FY2014 WATER AND 
WASTEWATER RATE SETTING



FY13 OPERATING RESULTS

Budget Actual Difference
Revenues 8,148,143$  9,293,238$  1,145,095$
Expenditures 8,148,142$  7,986,603$  161,539$    

Addition to Fund Balance 1,306,634$

Budget Actual Difference
Revenues 9,143,859$  9,985,768$  841,909$    
Expenditures 9,143,859$  9,041,143$  102,716$    

Addition to Fund Balance 944,625$    

WATER FUND

WASTEWATER FUND



RETAINED EARNINGS HISTORY
Certified as of 

6/30/2010
Certified as of 

6/30/2011
Certified as of 

6/30/2012

Projected 
Certification as 

of 6/30/13 1

WATER
Certified 1,622,052$    1,952,253$    2,066,566$        2,300,000$      
Appropriated 595,100$       575,000$       1,050,000$        NA 

WASTEWATER
Certified 1,525,612$    1,168,190$    1,310,716$        1,900,000$      
Appropriated 600,000$       150,000$       300,000$           NA 
1 Contributing to the projected 6/30/13 certification of water retained earnings is 
FY13 usage by Bedford in excess of estimates attributable to its aggressive flushing 
program in the summer of 2012 to remediate contamination in some parts of the 
Bedford water system, which resulted in payments from Bedford being 
approximately $210,000 greater than projections.  



PRELIMINARY FY14 RATES
FY13 FY14 FY13 FY14

block 1 3.20$       3.37$ 6.94$    7.02$         
block 2 4.80$       5.05$ 11.34$  11.48$       
block 3 6.33$       6.65$ 18.02$  18.23$      

irrigation 6.33$         6.65$ NA NA
municipal 2.27$         2.34$  2.38$    2.65$         
Hanscom 4.72$        4.84$ NA NA

mbrige Research 4.72$         4.84$ NA NA
VA Hospital 5.64$         5.93$ NA NA

Bedford-water 2.29$        2.36$ NA NA

WATER WASTEWATER

NOTE:  There are no significant changes in consumption 
estimates from FY13



IMPACT OF PRELIMINARY RATES ON 
LOW/AVERAGE/HIGH USERS

$ Change - 
Water/Wastewater 

Combined
%

Increase
Low (50 HCF/yr) 12.50$               2.4%
Average (120 HCF/yr) 35.60$               2.3%
High (1000 HCF/yr) 496.40$             2.2%



Town of Lexington 
Comptroller’s Office 

Robert Addelson, Assistant Town Manager for Finance                                   Phone: (781) 862- 0500 
                           Fax: (781) 861-2794                                        

         

1625 MASSACHUSETTS AVENUE • LEXINGTON, MASSACHUSETTS 02420 

To:   Carl Valente, Town Manager 

From:  Rob Addelson, Assistant Town Manager for Finance 

Date:  September 9, 2013 

Subject:  Recommended FY2014 Water and Wastewater Rates 

The attached packet contains information in support of the proposed FY2014 water and 
wastewater rates. The packet includes: 

FY13 Operating Results for the water and wastewater operations. 
Water and Wastewater expenditure history including the proposed amendment 
to the FY14 budgets adopted at the 2013 annual town meeting to be the basis 
for proposed FY14 rates.
Water consumption history for FY05 to FY13 including the estimates of FY2014 
usage to be used in calculating proposed FY2014 water and wastewater rates. 
A history of water purchased from the MWRA, by month, from 1997 through 
June, 2013
Preliminary FY2014 water and wastewater rates. 
A presentation of the combined impact of FY2014 water and wastewater rates 
and various levels of annual usage. 
A seven year history of rate changes in Lexington  
Retained earnings history for the water and wastewater funds 
MWRA Advisory Board:  Annual Water and Wastewater Retail Rate Survey, 
November 2012. 

FY13 Water and Wastewater operating results and FY2014 Water and 
Wastewater Budgets:

FY13 Water Operating Results:  As shown on page 1 attached, unaudited FY13 
operating results were positive for both the revenue collected and expenditures 
generating a surplus of approximately $1.3 million of which approximately $162,000 is 
from expenditures under budget and $1.145 million is from revenue in excess of 
estimates.  Of the revenue in excess of estimates, approximately $200,000 is from 
unanticipated premiums on the issuance of bonds, and approximately $900,000 is due 



ii

to water usage in excess of estimates. A review of FY13 usage versus estimates (see 
page 2 attached) shows the largest drivers of excess usage attributable to Bedford 
(approximately $210,000) and irrigation accounts (approximately $186,000). 

FY2014 Water Budget: There is one change proposed to the budget as adopted at the 
2013 annual town meeting; a $10,427 decrease in the MWRA assessment based on the 
final assessment adopted by the MWRA Board of Directors in June 2013.  (See page 4 
attached)

Based on the proposed revision to the FY2014 water budget adopted at the 2013 
annual town meeting, the FY2014 water budget will be $8,696,792 inclusive of indirect 
costs, which represents a $548,650, or 6.7%, increase over the final FY2013 budget.  
The largest driver of this increase is a $409,138, or 8%, increase to the FY14 MWRA 
water assessment, with much of that increase attributable to increased usage by the 
Town of Bedford in the summer of 2012 for an aggressive flushing program.   

FY13 Wastewater Operating Results:  As shown on page 5 attached, unaudited FY13 
operating results were positive for both the revenue and expenditure budgets 
generating a surplus of approximately $944,000 of which approximately $103,000 is 
from expenditures under budget and $842,000 is from revenue in excess of estimates.
Of the revenue in excess of estimates, approximately $294,000 is from unanticipated 
premiums on the issuance of bonds, and approximately $502,000 is due to water usage 
in excess of estimates. 

FY2014 Wastewater Budget: There is one change proposed to the budget as adopted at 
the 2013 annual town meeting: a $24,966 decrease in the MWRA assessment based on 
the final assessment adopted by the MWRA Board of Directors in June 2013 (see page 6 
attached).

Based on the proposed revision to the FY2014 Wastewater budget adopted at the 2013 
annual town meeting, the FY2014 wastewater budget will be $9,225,900 inclusive of 
indirect costs, which represents a $2,041, or 0.9%, increase over the final FY2013 
budget.   

On a combined basis, water and wastewater budgets are increasing 3.6% from FY2013 
to FY2014. 

Proposed FY2014 Rates: 

Though budgets are increasing 3.6% on a combined basis, preliminary water and sewer 
rates are proposed to increase 2.4% on a combined basis for the average user of 120 
hundred cubic feet (hcf), reflecting a 5.2% increase in water rates (page 7 attached) 
and a 1.2% increase in wastewater rates (page 8 attached). 
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A factor that is mitigating the increase in water rates is the use of $200,000 in retained 
earnings attributable to FY13 Bedford usage in excess of FY13 estimates.  The 
additional usage resulted in excess revenue of approximately $200,000, which is being 
applied to offset a portion of the increase in the FY14 MWRA assessment attributable to 
the increased Bedford usage.  In the absence of the use of this $200,000 in retained 
earnings, retained earnings to support the FY14 water budget is decreasing by $50,000 
from FY13 to continue the practice of reducing the use of retained earnings as a 
revenue source for the water operating budget that began last fiscal year.  
Correspondingly, the use of retained earnings to support the FY14 wastewater 
operating budget is also decreasing by $50,000.

The impact of the proposed rates on a low (50 hcf), average (120 hcf) and high user 
(240 hcf) is shown on page 9 attached.  Also shown is the impact on a hypothetical 
commercial user of 1000 hcf per year. 

Assumptions on estimated usage used to build the preliminary FY14 rates are shown on 
page 2 attached.  In an effort to show wet year versus dry variations, the history of 
water purchased from the MWRA by month and fiscal year from 1997 to 2013 is shown 
in the attached page 3.  Based on a review and analysis of the data shown on pages 2 
and 3, estimates of usage for FY14 are unchanged from those used to set FY13 rates. 

Recent History of Rate Changes 

The table below depicts the history of rate increases in Lexington since FY2006 and 
shows the average annual increase in rates from FY2006 to proposed FY2014 rates.  

Water Sewer Total

% Change
from Prior 

Year
Preliminary 

FY2014
471.60$  1,020.80$  1,492.40$  2.4%

FY2013 448.00$  1,008.80$  1,456.80$ 3.5%
FY2012 436.79$  970.52$     1,407.32$  12.6%
FY2011 411.60$  838.44$     1,250.04$  0.8%
FY2010 407.60$  832.80$     1,240.40$  -3.8%
FY2009 415.60$  873.60$     1,289.20$  2.9%
FY2008 379.20$  873.60$     1,252.80$  0.0%
FY2007 379.20$  873.60$     1,252.80$  6.6%
FY2006 355.20$  820.00$     1,175.20$

3.4%

Annual Water and Sewer Charges for Household Using 
120 HCF per Year

Average Annual Change - FY06 to 
Proposed FY14
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Retained Earnings History 

A Retained Earnings history including estimates of retained earnings as of 6/30/13 is 
shown on page 10.

Water retained earnings as of 6/30/2012 was $2,066,566 from which the following 
amounts were voted at the 2013 annual town meeting: $300,000 to support the FY14 
operating budget and $750,000 for FY14 water capital.  Retained earnings as of 
6/30/2013 is estimated to be $2.3 million due to the positive operating results of FY13 
(see page 1).  Contributing to these positive results is usage by Bedford in excess of 
estimates attributable to its aggressive flushing program in the summer of 2012, which 
resulted in payments from Bedford being approximately $210,000 greater than 
projections.  Also contributing to the positive results of FY13 is irrigation usage in 
excess of estimates due to a relatively dry summer, which resulted in payments from 
irrigation accounts approximately $186,000 greater than projections. 

Wastewater retained earnings as of 6/30/2012 was $1,310,716 from which the 
following amounts were voted at the 2013 annual town meeting: $100,000 to support 
the FY14 operating budget and $200,000 for FY14 water capital.  Retained earnings as 
of 6/30/2013 is estimated to be $1.9 million due to the positive operating results of 
FY13 (see page 5).  Contributing to these positive results is approximately 34,000 
hundred cubic feet (HCF) of usage in excess of estimates yielding payments from 
accounts approximately $500,000 excess of projections.  The reasons for this excess 
usage are subject to further analysis.

It has been the practice to maintain an unused balance of retained earnings for a 
variety of reasons including the funding of unanticipated emergency spending; to cover 
potential revenue shortfalls; and, to serve as a source of working capital so that general 
fund cash – at the expense of general fund investment income - does not have to be 
used for water and wastewater fund operating cash. 

Community Comparisons 

Finally, included is a comparison of Lexington’s proposed rates with those of the other 
MWRA member communities based on the MWRA Advisory Board’s Annual Water and 
Wastewater Retail Rate Survey issued in November 2012 (see page 11 attached).

Please let me know if you have any questions.
























