COMMONWEALTH OF MASSACHUSETTS
CITY OF LOWELL

In City Council

ORDINANCE

An Ordinance Amending the Code of Ordinances City of Lowell, Massachusetts, with respect to
Chapter 272, Article VI §272-86 entitled "Metered Service Water".

It is necessary to amend §272-86 entitled "Metered Service Water " with re;pect to fees.
BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF LOWELL, as follows:
"The Code of Ordinances of the City of Lowell, Massa'chusetts", adopted by the City Council on
December 23, 2008, as amended, is hereby further amended, with respect to Chapter 272 entitled
"Water and Sewers", as follows:
§272-86 Metered Service Water is hereby amended as follows:
By deleting the rate schedule listed and éubstituting the following rates, effective July 1, 2020:

A. Regular Rates. |

1. Effective for bills issued after July 1, 2020, all metered service for water use shall be

charged in accordance with the following rate schedule based on volume of water use
on a quarterly basis:

Number of hundred cubic Rate per hundred cubic
feet per quarter feet per quarter
0~ 50 (min. 14 hcf) 2.191
51-100 2.588
101 -200 - 2.629
201 - 500 2.668
Over 500+ 3.650

2. Usage is as recorded on the meters in each building served with water by the Lowell
Regional Water Utility in which a meter is installed. On such premises where meters
record a quarterly consumption of less than 1,400 cubic feet of water, there shall be
charged a minimum amount of $29.93 per quarter, per meter.



B. Single-family rates.
1. Single-family units shall be charged at the rate set forth in Subsection A hereof.

2. For single-family units where the elderly rates under Subsection C hereof are not
applicable and where meters record a quarterly consumption of less than 1,400 cubic
feet of water, there shall be charged a minimum amount of $29.93 per quarter, per
meter.

C. Elderly Discount

1.  Notwithstanding Subsections A and B above, for single-family units in which an owner
of record who actually resides in the premises is age 65 years or older, the following
rate schedule shall apply, based on the volume of water use on a quarterly basis:

Number of hundred cubic Rate per hundred cubic
feet per quarter feet per quarter
0 — 50 (min. 14 hcf) 1.096
51-100 2.191
101 -200 2.588
201 -500 2.688

Over 500 2.688

2. Proof of age, ownership and residence shall be required to be established by the owner
to the satisfaction of the Water Department, annually, as of January 1 of each year, on
forms to be furnished by that Department.

D. Any charge for trash/recycling or water or sewer use due to the City which is not paid in full
by the due date on the bill rendered therefor shall bear interest on any unpaid balance at the
rate of 14% per annum, in accordance with Chapter 28, § 28-12 of this Code, provided that in
any case where said charge has been abated by order of the Executive Director of Lowell
Regional Water Utility or the Water Board pursuant to Article VII or VIII of this chapter, the
Executive Director and Board shall have the power to stay and/or waive any such interest for
a commensurate amount. Further, the Board and/or Executive Director of the Lowell Regional
Water Utility may abate or adjust in whole or in part interest on a recalculated water bill.



All provisions of the Code of the City of Lowell, as amended, which are consistent with this Ordinance
shall continue in effect but all provisions of said Code inconsistent herewith are repealed.

This Ordinance shall take effect upon its passage in accordance with the provisions of Chapter 43 of

the General Laws of the Commonwealth of Massachusetts, as amended, but as specified herein, the
rate provisions become effective and July 1, 2020.

APPROVED AS TO FORM.:

ERye)

Christine P. O’Connor
City Solicitor




City of Lowell
Water Rate Study

5-Year Analysis

Target Retained Earnings as % of Budget: | 15.0% [Rate Increases: 2.5% 20.0% 15.0% 10.0% 10.0%|
o 2021 2022 2023 2024 2025 2021 2022 2023 2024 2025
Baseline Rate Impact
PROJECTED | PROJECTED | PROJECTED PROJECTED PROJECTED PROJECTED | PROJECTED | PROJECTED PROJECTED PROJECTED
Surplus/Deficit $ (3,281,837)| $ (3,875,471)| S (5,026,673)| S (5,434,583)[ S (5,803,139) Surplus/Deficit $ (3,013,925)| $ (1,410,679)[ S (584,688)| S 523,249 | $ 1,822,125
Projected Retained Earnings $ 1,928,893 | $ (1,946,578)| S (6,973,251)| S (12,407,834)( S (18,210,973) Projected Retained Earnings $ 2,196,805 | S 786,126 [ S 201,438 | S 724,687 | S 2,546,812
RE as % of Budget 13.2% -12.8% -42.7% -74.1% -106.4% RE % of Budget 15.1% 5.2% 1.2% 4.3% 14.9%
Target RE as % of Budget 15.0% 15.0% 15.0% 15.0% 15.0% Target RE % of Budget 15.0% 15.0% 15.0% 15.0% 15.0%
Retained Earnings Projections - Baseline Scenario Retained Earnings Projections - with Rate Changes
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City of Lowell 5-Year Summary-with Rate Impact

Water Rate Study
2017 2018 2019 2020 2020 2021 2022 2023 2024 2025
Description ACTUAL ACTUAL ACTUAL BUDGETED PROJECTED | PROJECTED | PROJECTED | PROJECTED PROJECTED PROJECTED |COMMENTS

Revenues and Other Sources 2.50% 20.00% 15.00% 10.00% 10.00%
Usage Charges $ 9,796,895 | S 9,495,027 | $ 10,127,624 | $ 10,014,146 | $ 10,014,146 | $ 10,264,500 | $ 12,317,400 | $ 14,165,010 | $ 15,581,510 | $ 17,139,662 |FY20 based on budget; FY21 on, based on rate increases showr
Liens S 702,343 |S 654243 | S 645873 |S 702,343 | S 702,343 |$ 719,902 | $ 863,882 | S 993,464 | S 1,092,811 |$ 1,202,092 |FY20 based on budget; FY21 on, based on rate increases showr
Junk/Scrap Metal S 8,174 | $ 4,610 | S 1,142 | $ 10,000 | $ - S - S - S - S - S - FY20 based on budget; FY21 on, assume nothing, based on five-year forecast
Permit Fees $ 247,676 | S 245261 & 239,996 | $ 275000 | $ 275000 $ 275000 | $ 275000 | $ 275000  $ 275000 | $ 275000 FY20 based on budget; FY21 on, assume level
Bulk Sales S - S 2,430 | $ - S - S - S - S - S - S - S - Nothing FY20 and on, per the five-year forecast
Solar Renewable Energy S - S 379,425 |$ 276,039 | $ 120,000 $ 120,000 | $ 120,000 | $ 120,000 S 120,000 S 120,000 | $ 120,000 |FY20 based on budget; FY21 on, assume level, even though not in forecast, per the CF(
Miscellaneous Revenue S 182,457 |$ 231,382 |$ 118,580 | $ 200,000 | $ 200,000 | $ 200,000 | $ 200,000 S 200,000 S 200,000 | $ 200,000 |FY20 based on budget; FY21 on, assume level
Sub Total $ 10,937,545 | $ 11,012,378 | $ 11,409,254 | $ 11,321,489 | $ 11,311,489 | § 11,579,401 | § 13,776,281 | § 15,753,474 | $ 17,269,321 | $ 18,936,753
Retained Earnings S - S - S - S 3,367,640 | S 3,367,640 | S - S - S - S - S - FY20 amount as indicated in five-year forecast file
Total Revenues and Other Sources $ 10,937,545 | $ 11,012,378 | $ 11,409,254 | $ 14,689,129 | $ 14,679,129 | $ 11,579,401 | § 13,776,281 | § 15,753,474 | $ 17,269,321 | $ 18,936,753
Expenditures and Other Uses
Salaries and Wages S 1,924,090 | $ 1,972,985 | $ 2,149,155 |$ 2,541,536 | $ 2,541,536 | $ 2,617,782 | $ 2,696,316 | S 2,777,205 | S 2,860,521 | $ 2,946,337 |FY20 from Budget; FY21 on increased 3.0% yearly, per five-year forecast
Operations and Maintenance and Other Expenses | $ 2,780,763 | $ 2,860,848 | $ 3,036,117 | $ 4,122,500 | $ 4,122,500 | $ 4,204,950 | S 4,289,049 | $ 4,374,830 $ 4,462,327 | $ 4,551,573 |FY20 from Budget; FY21 on increased 2.0% yearly, per five-year forecast
Existing Long Term Debt Service - MCWT Debt S - S - S - S - S - $ 3,084,855 | $ 2,618,800 | $ 2,624,049 | $ 2,622,920 | $ 2,626,200 FY21 and on from City's existing debt schedule; only includes MCWT debt FY21 and or
Existing Long Term Debt Service - GOB or All Debt | $ 3,865,898 | $ 4,619,673 | $ 4,579,372 | $ 5,076,263 | $ 5,076,263 | $ 1,387,869 | $ 1,380,550 | $ 1,293,625 |$ 1,178,270 | $ 1,143,153 |All debt here FY17-20; FY20 from budget; FY21 and on from City's existing debt schedy
New Long Term Debt Service S - S - S - S - S - S - $ 1,009,369 | $ 2,041,012 | $ 2,303,100 | $ 2,324,239 |Based on assumptions laid out on Capital Plan tab
Short Term Debt (Related to New Debt Service) S - S - S - S - $ 114819 |$S 260,575 | S 64,463 | S 5175 | $ - S 104,625 |1.25% of amount expended in the "lag" year, per the CFO; see Capital Plan tab
Sub Total § 8,570,751 | $ 9,453,505 | $ 9,764,644 | $ 11,740,299 | $ 11,855,118 | $ 11,556,031 | § 12,058,546 | § 13,115,896 | $ 13,427,137 | $ 13,696,126
Indirect Costs $ 3,049,297 | $ 2,672,026 | $ 2,948,830 | $ 2,948,830 | S 2,948,830 | $ 3,037,295 | $ 3,128,414 | S 3,222,266 | S 3,318,934 | $ 3,418,502 |[FY20 from budget; FY21 on increased 3% yearly, based on average increase shown in fi
Transfers/Adjustments S - S - S - S - S - S - S - S - S - S - FY20 from budget; FY21 on increased 3% yearly, based on average increase shown in fi
Total Expenditures and Other Uses $ 11,620,048 | $ 12,125,531 | $ 12,713,474 | $ 14,689,129 | $ 14,803,948 | § 14,593,326 | § 15,186,960 | 16,338,162 | $ 16,746,072 | $ 17,114,628
Excess (Deficiency) of Revenues and

ilable Funds > Expenditures and Other Uses | $  (682,502) $ (1,113,153) $ (1,304,220) $ - |'$ (124,819) $ (3,013,925) $ (1,410,679) $ (584,688) $ 523,249 $ 1,822,125
Retained Earnings y
Certified Retained Earnings as of July 1, 2019 $ 5,335,549
Available Retained Earnings Start of FY $ 5335549 | $ 5210,730 | $ 2,196,805 S 786,126 | $ 201,438 | S 724,687
Retained Earnings Appropriated S - S - S - S - S - S -
Current Year Surplus/(Deficit) S (124,819) $ (3,013,925) $ (1,410,679) $ (584,688) & 523,249 | § 1,822,125
Projected Retained Earnings Balance $ 5,210,730 | $ 2,196,805 | $ 786,126 | $ 201,438 | $ 724,687 $ 2,546,812
Projected Retained Earnings Balance as % of Budget 35.2% 15.1% 5.2% 1.2% 4.3% 14.9%
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City of Lowell 5-Year Summary-Baseline

Water Rate Study
2017 2018 2019 2020 2020 2021 2022 2023 2024 2025
Description ACTUAL ACTUAL ACTUAL BUDGETED PROJECTED | PROJECTED | PROJECTED | PROJECTED PROJECTED PROJECTED |COMMENTS

Revenues and Other Sources
Usage Charges $ 9,796,895 | $ 9,495,027 | $ 10,127,624 | $ 10,014,146 | $ 10,014,146 | $ 10,014,146 | $ 10,014,146 | $ 10,014,146 | S 10,014,146 | $ 10,014,146 |FY20 based on budget; FY21 on, level to show possible impact of no rate changes
Liens S 702,343 |$S 654243 |S 645873 | S 702,343 | S 702,343 | S 702,343 | $ 702,343 | $ 702,343 | S 702,343 | S 702,343 |FY20 based on budget; FY21 on, level to show possible impact of no rate changes
Junk/Scrap Metal S 8,174 | $ 4,610 | S 1,142 | $ 10,000 | $ - S - S - S - S - S - FY20 based on budget; FY21 on, assume nothing, based on five-year forecast
Permit Fees $ 247,676 | S 245261 & 239,996 | $ 275000 | $ 275000 $ 275000 | $ 275000 | $ 275000 $ 275000 | $ 275,000 FY20 based on budget; FY21 on, assume level
Bulk Sales S - S 2,430 | $ - S - S - S - S - S - S - S - Nothing FY20 and on, per the five-year forecast
Solar Renewable Energy S - S 379,425 |$ 276,039 |$ 120,000 | $ 120,000 | $ 120,000 | $ 120,000 | $ 120,000 S 120,000 | $ 120,000 |FY20 based on budget; FY21 on, assume level, even though not in forecast, per the CF!
Miscellaneous Revenue S 182,457 |$ 231,382 |$ 118,580 | $ 200,000 | $ 200,000 | $ 200,000 | $ 200,000 | $ 200,000 S 200,000 | $ 200,000 FY20 based on budget; FY21 on, assume level
Sub Total § 10,937,545 | $ 11,012,378 | $ 11,409,254 | $ 11,321,489 | $ 11,311,489 | 11,311,489 | § 11,311,489 | § 11,311,480 | $ 11,311,489 | § 11,311,489
Retained Earnings S - S - S - S 3,367,640 | S 3,367,640 | S - S - S - S - S - FY20 amount as indicated in five-year forecast file
Total Revenues and Other Sources $ 10,937,545 | $ 11,012,378 | $ 11,409,254 | $ 14,689,129 | $ 14,679,129 | § 11,311,489 | § 11,311,489 | § 11,311,480 | $ 11,311,489 | $ 11,311,489
Expenditures and Other Uses
Salaries and Wages $ 1,924,090 | $ 1,972,985 | $ 2,149,155 |$ 2,541,536 | $ 2,541,536 | $ 2,617,782 | $ 2,696,316 | S 2,777,205 | $ 2,860,521 | S 2,946,337 |[FY20 from Budget; FY21 on increased 3.0% yearly, per five-year forecast
Operations and Maintenance and Other Expenses | $ 2,780,763 | $ 2,860,848 | $ 3,036,117 | $ 4,122,500 | $ 4,122,500 | $ 4,204,950 'S 4,289,049 | $ 4,374,830 | $ 4,462,327 | $ 4,551,573 |FY20 from Budget; FY21 on increased 2.0% yearly, per five-year forecast
Existing Long Term Debt Service - MCWT Debt S - S - S - S - S - $ 3,084,855 | S 2,618,800 | S 2,624,049 | S 2,622,920 | S 2,626,200 FY21 and on from City's existing debt schedule; only includes MCWT debt FY21 and on
Existing Long Term Debt Service - GOB or All Debt | $ 3,865,898 | $ 4,619,673 | $ 4,579,372 | $ 5,076,263 | $ 5,076,263 | $ 1,387,869 | $ 1,380,550 | $ 1,293,625 |$ 1,178,270 | $ 1,143,153 |All debt here FY17-20; FY20 from budget; FY21 and on from City's existing debt schedul
New Long Term Debt Service S - S - S - S - S - S - $ 1,009,369 | $ 2,041,012 | $ 2,303,100 | $ 2,324,239 |Based on assumptions laid out on Capital Plan tab
Short Term Debt (Related to New Debt Service) S - S - S - S - $ 114819 |$ 260,575 | S 64,463 | S 5175 | $ - S 104,625 |1.25% of amount expended in the "lag" year, per the CFO; see Capital Plan tab
Sub Total § 8,570,751 | $ 9,453,505 | $ 9,764,644 | $ 11,740,299 | $ 11,855,118 | § 11,556,031 | $ 12,058,546 | § 13,115,896 | $ 13,427,137 | § 13,696,126
Indirect Costs S 3,049,297 | $ 2,672,026 | $ 2,948,830 | S 2,948,830 | $ 2,948,830 ' $ 3,037,295 | $ 3,128,414 | S 3,222,266 | S 3,318,934 | $ 3,418,502 FY20 from budget; FY21 on increased 3% yearly, based on average increase shown in fi
Transfers/Adjustments S - S - S - S - S - S - S - S - FY20 from budget; FY21 on increased 3% yearly, based on average increase shown in fi
Total Expenditures and Other Uses $ 11,620,048 | $ 12,125,531 | $ 12,713,474 | $ 14,689,129 | $ 14,803,948 | § 14,593,326 | § 15,186,960 | $ 16,338,162 | $ 16,746,072 | $ 17,114,628
Excess (Deficiency) of Revenues and

ilable Funds > Expenditures and Other Uses | $  (682,502) $ (1,113,153) $ (1,304,220) $ - |'$ (124,819) $ (3,281,837) $ (3,875,471) $ (5,026,673) $ (5434,583) $ (5,803,139
Retained Earnings y
Certified Retained Earnings as of July 1, 2019 $ 5,335,549
Available Retained Earnings Start of FY $ 5335549 | $ 5210,730 | $ 1,928,893 | S (1,946,578) S (6,973,251) $ (12,407,834)
Retained Earnings Appropriated S - S - S - S - S - S -
Current Year Surplus/(Deficit) S (124,819) $ (3,281,837) $ (3,875,471) $ (5,026,673) $ (5,434,583) $ (5,803,139)
Projected Retained Earnings Balance $ 5,210,730 | § 1,928,893 | § (1,946,578) $ (6,973,251) $ (12,407,834) $ (18,210,973
Projected Retained Earnings Balance as % of Budget 35.2% 13.2% -12.8% -42.7% -74.1% -106.4%
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WATER ENTERPRISE SUMMARY

Revenues

Personal Services
Ordinary Expenses
Debt Service

Indirect Costs
Transfers/Adjustments

Total Expenditures
Surplus/(Deficit)

Beginning Fund Balance

Estimated Operations

Projected Ending Fund Balance

Actual Operations

Projected Ending Fund Balance (must be >0)

FY21 Prelim. FY21 Final
FY18 Actual  FY19 Actual FY20 Approved Estimate Estimate
11,012,378 11,409,254 11,321,489 11,169,258 12,106,297
FY18 Actual FY19 Actual FY20 Approved FY21 Request FY21 Manager
1,972,985 2,149,155 2,541,536 2,577,695 2,579,657
2,860,848 3,036,117 4,122,500 4,796,500 3,951,500
4,619,673 4,579,372 4,714,358 4,714,358 4,714,358
2,672,026 2,948,830 2,948,830 4,149,348 3,848,378
1,523,950 (97,056)
13,649,481 12,616,418 14,327,224 16,237,901 15,093,892
(2,637,103) (1,207,165) (3,005,735) (5,068,643) (2,987,595)
10,237,598 7,600,494 6,393,330 3,387,595 3,387,595
(3,005,735) (5,068,643) (2,987,595)
10,237,598 7,600,494 3,387,595 (1,681,048) 400,000
(2,637,103) (1,207,165)
7,600,494 6,393,330 3,387,595 (1,681,048) 400,000



Integrated Capital Improvement Plan
Lowell Drinking Water & Wastewater Utilities
$112M CIP Phase 3 (2020 - 2029)

DRINKING WATER

Redundant Transmission Line S4 M
(Finished Water Main)

Drinking Water Facility Upgrades S8 M
(Ferry Crossing Facility)

Water Meter & Backflow Device Replacement S3 M
(Water Distribution System)

Lead Water Service Replacement S4M
(Water Distribution System)

Transmission Main Vulnerabilities S2 M
(Water Distribution System)

Finished Water Storage Tank S15 M
(Underground Facility at Fort Hill)

Permitting, Planning, Design & Construction S9 M
(Technical and Engineering Services)

Drinking Water Subtotal $45M

9/1/2020

WASTEWATER
Wet-Weather Storage Facility S6 M
(Winward/Douglas Road)
Wet-Weather Treatment Facility S16 M
(North Bank at Read Station)
Wastewater Facility Upgrades S8 M
(Duck Island Facility)
Wet-Weather Storage/Pumping Facility S10 M
(Pevey/Marginal/Middlesex Corridor)
Satellite Station Upgrades S6 M
(Various Pump/Diversion Stations)
Drainage, Sewerage & Green Infrastructure SOM
(Various Locations)
Permitting, Planning, Design & Construction S12 M
(Technical and Engineering Services)
Wastewater Subtotal $67 M




Office of the City Manager — Finance Department

City Hall ¢ 375 Merrimack Street * Room 43 *Lowell, MA 01852
P: 978.674.4002 * F: 978.970.4007

www.LowellMA.gov

Conor Baldwin

Chief Financial Officer
Allison Chambers

MEMORANDUM Doty €0
TO: Eileen Donoghue, City Manager
FROM: Conor Baldwin, Chief Financial Officer -
CC: Mark Young, Executive Director, Water/ Sewer Utility
DATE: August 30, 2020
RE: FY21 Enterprise Fund Rates & Forecast — Water Rate Recommendation

During the final preparations for the FY2021 operating budgets for the general fund and the city’s
three enterprise funds (water, sewer, and parking); the finance department updated the existing
forecast models to incorporate oncoming debt service and other rising fixed costs. This annual
process is an important component of the city’s financial plan and helps assess the short and medium
term fiscal health of each fund. Over the course of the past year, the finance department has worked
with the management team at the water and sewer departments and with outside engineering and
CPA firms to fine tune the cost projections associated with the $45 million and $67 million loan
orders approved by the City Council in June of 2019 for water and sewer capital improvements,
respectively.

Water & Sewer Enterprise Funds - Background

Based on the most recent certification by the Department of Revenue (“DOR”), the retained earnings
for the water enterprise is approximately $5.3 million and the retained earnings for the wastewater
enterprise is $4.2 million. An undesignated fund balance equal to 10% or greater of the annual
revenue for the fund is a best practice according to the Government Finance Officers Association
(“GFOA?”). For the water fund this would be $1.2 million and for the wastewater fund it would be
$2.5 million. The healthy accumulated balances in both funds will quickly deteriorate, though, after
the additional debt service associated with utility infrastructure capital improvement plan (“CIP”)
comes online.

Previously, in the water fund, the fund balance had been able to sustain the expenses based largely on
increased revenue from the installation of more accurate meter reading but revenues have since
plateaued in the last three fiscal cycles. A further benefit to the fund has been revenue from the sale
of solar renewable energy credits (SREC), which has provided an additional revenue stream other
than local usage. In the sewer fund, a re-negotiated revenue pact with surrounding towns whose
wastewater is treated by Lowell has helped mitigate the impact on local users. However in both funds
an immediate increase, albeit smaller than in prior years, is necessary to sustain the level of retained
earnings and prevent the necessity of a larger year-to-year increase when the city permanently
finances the capital repairs from phase 3 of the CIP.

The City of LOWE LL Alive. Unique. Inspiring.



Office of the City Manager — Finance Department

City Hall ¢ 375 Merrimack Street * Room 43 *Lowell, MA 01852
P: 978.674.4002 * F: 978.970.4007

www.LowellMA.gov

Conor Baldwin
Chief Financial Officer

Allison Chambers
Deputy CFO

The city must be fiscally prudent when looking to the future by taking proactive fiscal measures to
avoid the need to drastically raise rates in any one single year. A series of incremental increases to
the water and sewer rates will aid in mitigating the impact to local ratepayers. By employing this
method, each fund can gradually build-up the revenue capacity to absorb the full debt service costs
for the capital improvements. According to the most recent Tighe & Bond survey, which compiles
water rates and average annual costs for all communities in Massachusetts; the City of Lowell has
among the lowest water and sewer rates in the Commonwealth. The City has been able to take
advantage of low-interest financing through the Massachusetts Clean Water Trust (“MCWT”) and
will continue to the work with the State Treasurer’s Office to take advantage of loan forgiveness
programs for projects, both clean water and drinking water, financed through the Trust. However, the
entire scope of work to be funded by the recently revised loan orders are ineligible for funding by the
MCWT.

Water Rate — Analysis & Recommendation

Enclosed is an analysis of the water enterprise fund’s historic budgetary performance and the five-
year financial forecast. Also attached are the preliminary budget estimate for the projects tentatively
scheduled to be financed by the $45 million loan order authorized in 2019. According to the baseline
analysis, without any rate increase in the water enterprise, the fund will become insolvent sometime
in either fiscal year 2022 or 2023, depending on annual budgetary performance. If this were to
happen, annual operating deficit would need to be raised on the subsequent year’s tax rate, according
to the rules established by the DOR.

The recommendation to increase revenues necessary to fund operations and build capacity for
oncoming capital debt service is twofold. First, the increase to the local rate users whose water usage
falls within the first three tiers is 2.5%. The recommended increase to the largest usage tier, which
will impact primarily commercial and industrial users, is based on a comparable rates in gateway
communities. Please see the attached revenue analysis.

Please let me know if you have further questions.

The City of LOWE LL Alive. Unique. Inspiring.



Office of the City Manager

City Hall ¢ 375 Merrimack Street * Lowell, MA 01852
P: 978.674.4400 * F: 978.970.4007

www.LowellMA.gov

Eileen M. Donoghue
City Manager

August 31, 2020

Mayor John J. Leahey
And
Members of the Lowell City Council

Dear Mayor Leahey and Members of the Lowell City Council,

In 2019, the City Council approved a $45 million loan authorization financed by the water
enterprise fund in order to fund capital expenses including new construction and replacement of
water main and appurtenances, repairs to existing transmission main vulnerabilities, and
upgrades to the treatment facility. These improvements were critical to ensure the resiliency of
the city’s drinking water infrastructure. Clean water is an important component of public health
which has—since the onset of COVID-19—become ever more important.

Thanks in large part to the large scale deployment of advanced metering technology financed by
a loan order approved by the City Council in 2013, the water enterprise fund has performed well
with little need for rate adjustment over the last decade. Revenues have increased due to a better
accounting of usage. While the fund continues to perform well, the additional debt service
associated with phase 2 construction to replace ageing infrastructure has begun to hit the water
operating budget and the retained earnings of the enterprise are beginning to diminish. The city
continues to work with the Massachusetts Clean Water Trust (MCWT) to pursue low-interest
financing on eligible water projects. Projects accepted by the MCWT to be financed through
their loan pools benefits from low interest rates and bear the potential of loan forgiveness if
funds are appropriated by the Commonwealth. However, now that the water fund has realized its
full revenue potential, the ability to raise revenue without amending rates has concluded. The
proposed amendment is extremely modest and, the timing is such that the additional debt service
can be incorporated—over time—without over burdening the users.

The true purpose of enterprise accounting is such that the users pay for the costs of the service in
a way that is proportional to their usage. This method is far more fair and equitable than the
alternative: for the cost of the water operation to be borne by all taxpayers uniformly. By
employing enterprise fund accounting, the rates are set commensurate with the operation and the
city can be sure that entities which pay for utilities like water and sewer, but are exempt from
taxes under state law are paying their fair share.

The City of LOWE LL Alive. Unique. Inspiring.



Office of the City Manager
City Hall ¢ 375 Merrimack Street * Lowell, MA 01852
P: 978.674.4400 * F: 978.970.4007

www.LowellMA.gov

Eileen M. Donoghue

Attached please find a vote to amend the water rate for FY21. The change in rate is detailed in
the table below:

City Manager

Number of Hundred Cubic Feet
Per Quarter

Current Rate Per Hundred
Cubic Feet Per Quarter

New Rate Per Hundred Cubic
Feet Per Quarter

0 —50 (min. 14 hcf) 2.138 2.191
51-100 2.525 2.588
101-200 2.565 2.629
201-500 2.603 2.668

Over 500 2.623 3.650

* This represents an increase of $2.43 per quarterly bill for the average residential user at 94 gallons

per day, according to the AWWA.

Sincerely,

Eil

een M. Donoghue

City Manager

Cc:

ZL %/(Dwd[ﬁ\

Conor Baldwin, Chief Financial Officer

Mark Young, Executive Director, Water/ Sewer Department

The City of LOWELL Alive. Unique. Inspiring.
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