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Town of Saugus

FY 2022 Water Rates Update

The Abrahams Group

May 2021
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Six-Year Review
The following rate changes were implemented recently:

The following graphs show recent financial results:
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FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Recommended N/A 9.5% 2.5% 3.0% 1.5% 4.0%

Voted 3.0% 9.5% 2.5% 3.0% 1.5% -
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FY 2021 in Review

FY 2021 was impacted in the following ways:

- Billings up 12%, from higher consumption due to dry 

warmer months in 2020 and residential usage pattern 

changes, not because of a rate change

- Projected expenses up >$900,000 (or 14%) over FY 2020’s 

- $966,000 in Retained Earnings used to balance the budget; 

projected $100,000 surplus means no RE needed

- Financial results:

Table includes retained earnings appropriated, but 

not encumbrances from prior year.
3

Budget Projected

Total Revenues/OFS $7,454,392 $7,591,415

Total Expenditures/OFU $7,454,392 $7,454,392

Surplus/(Deficit) $0 $137,023



FY 2021 in Review (Cont.)
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Recommended 

4.0%

Proj. FY21

Voted 

0.0%

Proj. FY21

Projected 

0.0%

Proj. FY21

Revenues $6,774,971 $6,526,994 $7,591,415

Retained Earnings Appropriated $718,070 $966,047 $971,532

Total Revenues and Available Funds $7,493,041 $7,493,041 $8,557,462

Total Expenditures $7,493,041 $7,493,041 $7,454,392

Surplus/(Deficit) $0 $0 $1,103,070

Prior year encumbrances not included in numbers in this table

Retained Earnings Projections

Retained Earnings at Start of FY21 $1,755,213 $1,755,213 $1,755,213

Retained Earnings Appropriated ($718,070) ($966,047) ($971,532)

Surplus/(Deficit) for FY21 $0 $0 $1,103,070

Retained Earnings at End of FY21 $1,037,143 $789,166 $1,886,751

Retained Earnings as % of Budget 13.7% 10.4% 25.3%



Rate Study Objectives

Each year, the Town focuses on a five-year rate 
plan with objectives to:

• Target projected retained earnings balance of 
10% to 15% of operating budget.

• Eliminate shortfalls, which require retained 
earnings to balance the operating budget. 

• Increase rates so revenue from rates covers 
expenditures.

• Fund capital plan for infrastructure and 
equipment.

5



Capital Plan

The following projects and items are part of Town’s five-year 
capital plan, to be funded through future bond authorization.

• $1.5m for water main replacements in FY 2023
• Conventionally borrowed at 3% interest

• $3m for water meter replacement program in FY 2023
• 73% to be financed through 10-year, 0% interest MWRA loan

• 27% to be conventionally borrowed at 3% interest

• $50k for mini-excavator in FY 2024
• To be financed through 10-year, 0% interest MWRA loan

• $150k for replacement of dump truck in FY 2024
• Conventionally borrowed at 3% interest

• $150k for replacement of dump truck in FY 2025
• Conventionally borrowed at 3% interest

• $140k for replacement of backhoe in FY 2026
• Conventionally borrowed at 3% interest
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Rate-Setting Drivers

• Projected expenses % changes are shown here:

• Notable Impacts:
– Large increase in MWRA assessment in FY 2022 due to 

2020 consumption

– Debt increases over 10% in FY 2021, decreases FY 2022 
and FY2023, before impact of capital plan in FY 2024

– Indirect costs decrease of about $49,000 the main 
reason for decrease in Other Expenses for FY 2022
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FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

Salaries 4.5% 2.5% 2.5% 2.5% 2.5%

MWRA Assessment 9.3% -0.4% 3.9% 3.9% 3.9%

Debt -4.1% -8.6% 23.5% -3.0% -7.1

Other Expenses -4.1% 2.1% 2.1% 2.1% 2.1%

Total Expenses 4.4% -1.0% 6.2% 2.4% 1.9%



Where Are We Now?
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• Revenues shown with no rate change

• Retained Earnings last certified at 

$1.755 million, as of July 1, 2020

• Due to FY 2021 projected surplus, 

retained earnings projected to hold 

steady without a rate change in FY 2021

• Retained Earnings can cover FY 2022’s 

and FY 2023’s projected shortfall, but 

not beyond, if no rate action

• Rate action necessary to avoid depleting 

retained earnings and to avoid shortfalls

Projected Projected Projected Projected Projected

Description FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

Total Revenues and OFS 7,014,897$      6,898,213$       6,853,560$       6,850,266$       6,850,266$       

Total Expenditures and OFU 7,780,774$      7,699,122$       8,178,925$       8,376,427$       8,531,411$       

Excess (Deficiency) (765,877)$     (800,909)$       (1,325,365)$   (1,526,161)$   (1,681,144)$   

Retained Earnings Summary

Projected RE at start of FY 1,886,752$      1,120,875$       319,966$          (1,005,399)$      (2,531,560)$      

Current Year Surplus (Deficit) (765,877)$       (800,909)$         (1,325,365)$      (1,526,161)$      (1,681,144)$      

Projected Retained Earnings Balance 1,120,875$      319,966$          (1,005,399)$      (2,531,560)$      (4,212,704)$      

Retained Earnings % of Expenditures 14.4% 4.2% -12.3% -30.2% -49.4%

-60.0%

-50.0%

-40.0%

-30.0%

-20.0%

-10.0%

0.0%

10.0%

20.0%

30.0%

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

Retained Earnings Projections – “Do Nothing”
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Rate Option 1 – 10% Increase in FY 2022
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Bill Diff $ Bill Diff $ Bill Diff $

2,000      93$       102$       9$          104$       3$        107$       3$        

3,000      142$    156$       14$        160$       4$        164$       4$        

4,362      232$    255$       23$        262$       6$        268$       7$        

24,527    2,059$ 2,265$   206$     2,322$   57$     2,380$   58$     

Bill Diff $ Bill Diff $ Bill Diff $

2,000      93$       110$       3$          112$       3$        112$       20$     

3,000      142$    168$       4$          172$       4$        172$       30$     

4,362      232$    275$       7$          282$       7$        282$       50$     

24,527    2,059$ 2,439$   59$        2,500$   61$     2,500$   441$   

FY 2023 FY 2024

User Example

User Impact Usage / 

Bill

FY21 

Bill

Tier 1 User

Tier 2 User

Avg. Residential User

Avg. Commercial User

FY 2022

Avg. Commercial User

User Impact Usage / 

Bill

FY21 

Bill

FY 2026/FY 2021

User Example

Tier 1 User

Tier 2 User

Avg. Residential User

FY 2025 FY 2026

Five-Year Rate Plan

FY 2022 10.0%

FY 2023 2.5%

FY 2024 2.5%

FY 2025 2.5%

FY 2026 2.5%

0.0%
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Retained Earnings Projections - with Rate Changes

RE % of Budget Target RE % of Budget



Rate Option 2 – 2.5% Increase in FY 2022
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Bill Diff $ Bill Diff $ Bill Diff $

2,000      93$       95$         2$          101$       6$        107$       6$        

3,000      142$    146$       4$          154$       9$        164$       9$        

4,362      232$    238$       6$          252$       14$     267$       15$     

24,527    2,059$ 2,111$   51$        2,237$   127$   2,372$   134$   

Bill Diff $ Bill Diff $ Bill Diff $

2,000      93$       113$       6$          120$       7$        120$       27$     

3,000      142$    173$       10$        184$       10$     184$       42$     

4,362      232$    283$       16$        300$       17$     300$       68$     

24,527    2,059$ 2,514$   142$     2,665$   151$   2,665$   606$   

FY 2023 FY 2024

User Example

User Impact Usage / 

Bill

FY21 

Bill

Tier 1 User

Tier 2 User

Avg. Residential User

Avg. Commercial User

FY 2022

Avg. Commercial User

User Impact Usage / 

Bill

FY21 

Bill

FY 2026/FY 2021

User Example

Tier 1 User

Tier 2 User

Avg. Residential User

FY 2025 FY 2026

Five-Year Rate Plan

FY 2022 2.5%

FY 2023 6.0%

FY 2024 6.0%

FY 2025 6.0%

FY 2026 6.0%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

Retained Earnings Projections - with Rate Changes

RE % of Budget Target RE % of Budget



Rate Option 3 – 5% Increase in FY 2022
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Bill Diff $ Bill Diff $ Bill Diff $

2,000      93$       97$         5$          102$       5$        107$       5$        

3,000      142$    149$       7$          157$       7$        164$       8$        

4,362      232$    244$       12$        256$       12$     269$       13$     

24,527    2,059$ 2,162$   103$     2,270$   108$   2,384$   114$   

Bill Diff $ Bill Diff $ Bill Diff $

2,000      93$       113$       5$          118$       6$        118$       26$     

3,000      142$    173$       8$          181$       9$        181$       39$     

4,362      232$    282$       13$        296$       14$     296$       64$     

24,527    2,059$ 2,503$   119$     2,628$   125$   2,628$   569$   

FY 2026/FY 2021

User Example

Tier 1 User

Tier 2 User

Avg. Residential User

FY 2025 FY 2026

Avg. Commercial User

User Impact Usage / 

Bill

FY21 

Bill

FY 2023 FY 2024

User Example

User Impact Usage / 

Bill

FY21 

Bill

Tier 1 User

Tier 2 User

Avg. Residential User

Avg. Commercial User

FY 2022

Five-Year Rate Plan

FY 2022 5.0%

FY 2023 5.0%

FY 2024 5.0%

FY 2025 5.0%

FY 2026 5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

Retained Earnings Projections - with Rate Changes

RE % of Budget Target RE % of Budget


