To: Water Commission
From: Joe Colangelo, Rick Lewis, Ann Janda, Peter Frankenburg
Date: 28-May-16
Re: Proposed Water Dept. budget for FY 2016-17
We have attached a draft of the FY 2016-17 (July 2016-June 2017) Water Department budget for discussion. We
are not seeking approval of this draft at the May 3 Water Commission meeting, and plan to bring a final version for
Commission approval at the June meeting.
This draft budget includes a rate increase of 5.2% or $0.30/thousand gallons, from $5.80/000 gallons to $6.10/000
gallons. This would result in an annual increase of $21 for a household using 70,000 gallons per year and an annual
increase of $12 for a household using 40,000 gallons per year.
The USG South Tank maintenance contract and transfer of the North Tank to Champlain Water District have the
most significant impacts on this, and future budgets. The USG maintenance contract will be $90,170/yr for first 5
years, starting in FY 2016-17 and our 50% share of work required to transfer the North Water Tank to Champlain
Water District will be $59,000. These two items would require a rate increase of $0.98/000 gallons or $17%. To
avoid such a large increase in one year, we are proposing to use funds from existing Water Department Certificates
of Deposit to phase into the USG contract cost and spread the North Tank cost over several years. Instead of
obtaining a bank loan as we have done for some projects, we are proposing to “borrow” from the CD’s and repay
these funds over a period of time at an interest rate of 1%. This will allow us to replenish the cash balances of the
CD’s, phase into the USG annual fee, finance the North tank costs at a lower cost than a bank loan and avoid a 17%
rate increase in one year.

Other items of note in this draft
1. The current draft does not include any Spear Street line replacements.
2. # Gallons sold. We have assumed 152 million gallons will be sold in FY 2016-17, the same as the current
budget. This is always a difficult number to project since it is impacted by weather (wet/dry), household
patterns (conservation, family sizes, etc) and increased use from additional customers (e.g. Harrington
Village). We will continue to analyze these results and revise the FY 2016-17 assumption accordingly.
3. The Champlain Water District wholesale rate increased by $0.06/000 gallons or 3%. This has a $9,100
impact on purchased water costs.
4. Outside contactor costs (primarily for waterline break repairs) increased by $20,000, to $85,000 based on
historical trend. We spent $148,800 in FY 2015 and $123,400 so far this year.
5. Line Maintenance: the budget includes $24,000 for “ice pigging” to clean a section of distribution line
6. Computer services expense increased by $2,500, funding a maintenance contract for the meter reading
software.
7. Employee benefit costs are $15,600 less than the FY 2015-16 budget due to more favorable health insurance
rates in the Vermont Health Exchange, which the town transitioned to in January 2016. Salaries reflect a
2% COLA per the terms of the new bargaining unit contract completed in 2015.

8. Vehicle expense is reduced by $2500 due to lower fuel prices and lower maintenance costs. The 2010
Toyota pickup will be replaced as scheduled in the adopted Capital Improvement Plan, financed over 5
years.
9. General Insurance (property, liability, etc) expense increased by $4500 or 35% due to rate increases from
the Town’s insurance carrier.
10. Payments for existing debt will be $2500 lower due to reduced interest payments.
-

The Water dept. currently has the following loan balances:
2005 Bond (Rte 7 line relocation), current balance = $25,000, final payment November 2020
2003 Bond (Rte 7 line relocation), current balance = $435,000, final payment November 2023
Purchase of replacement pickup, Dec 2015 current balance = $27,300, final payment December
2020
2013 Bond (Marsett/Falls Rd), current balance = $295,000, final payment November 2028

-

The 2010 Toyota pickup is proposed to be replaced, financed with a loan of $23,800
The budget includes a $5493 transfer to a department Certificate of Deposit “CD” for the North Tank
transfer to CWD
The budget includes a drawdown of $69,351 from a Water Dept. CD to help fund the $90,170 USG
South Tank annual maintenance payment.

-

11. Capital Improvement Fund: The transfer to the capital improvement fund has been reduced to $10,000
based on other expense pressures in the budget.

