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Town Government Mission Statement:

The mission of Concord’s Town Government is to enhance the quality of life of Concord residents by providing
efficient, effective, and innovative services, protecting the Town’s character, and being a responsible steward of
Town resources.

Town Manager’'s Budget Goals

1: Preserve the Health and Safety of Residents and Visitors and Protect their Property

¢ See Town Manager’'s Budget Book.

2: Enhance Residents’ Quality of Life

* Beede Swim & Fitness Center (swimming programs, fithess facilities, personal training).

« Recreation Programs (before and after school day care, summer camps, preschool, sports, group exercise, and social
activities).

« Curbside Collection program for residents’ trash and recycling needs.

« Telecommunications Division, which provides broadband services for residents and businesses.

3: Preserve the Town’s Character

¢ See Town Manager’'s Budget Book.

4: Promote Sustainability of Resources

« Electricity from renewable energy sources which equals approximately 23% of the kilowatt hours of all purchased power.
The Light Plant Board’s goal is to increase the percentage of renewable energy to 30% by 2020.

5: Ensure Quality Operational & Financial Management

¢ See Town Manager’'s Budget Book.

6: Maintain the Town’s Infrastructure

* A well-maintained Water System consisting of over 130 miles of pipe.

« A Sewer System that serves 1,866 residential and commercial customers (34% of the community) and consists of 33
miles of collection mains.

« Placement by the Concord Municipal Light Plant of power cables underground to protect the power grid, Concord
Municipal Light Plant (approximately 50% of the Town’s power lines are now underground).

< Investments in the Beede Center facility, which includesfunds for new fitness equipment.
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Town Manager’s Budgetary Priorities
March 12, 2018
The Honorable Select Board:

In the FY19 Town Manager’s Proposed Enterprise Budget Book, | have identified six general
goals that the programs and services of the Town Government should strive to achieve. These goals set
the priority of what is to be funded in this budget. The goals are as follows:

Preserve the health and safety of residents and visitors and protect their property,
Enhance residents’ quality of life,

Preserve the Town’s character,

Promote the sustainability of resources,

Ensure quality operational and financial management, and

Maintain the Town'’s infrastructure
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This budget attempts to align these goals with funding levels. Although many aligned programs
and services are well-established and proposed funding has been maintained or modified slightly from
last year, there are several new initiatives being proposed. The section below highlights current and new
programs and services.

Enhance Residents’ Quality of Life

The Town of Concord strives to offer community-oriented recreation programs and facilities that
help to enhance residents’ quality of life. This Enterprise Budget Book presents information about the
Recreation Department which hosts a variety of programs including summer camps, after-school day
care, and fitness/sports programs. Likewise, the Beede Swim & Fitness Center is a well-maintained
facility in which members have access to several pools, fithess areas, and personal trainers.

Promote Sustainability of Resources

The Concord Municipal Light Plant has taken the lead in ensuring that the Town is a “Green
Community” through sustainable energy practices. The 2017 Power Portfolio includes 23% of electricity
purchased from renewable sources. Additionally, the Light Plant has implemented a Conservation and
Renewable Energy Surcharge (CARES) that provides assistance to customers for more energy efficient
fixtures and appliances.

Maintain the Town’s Infrastructure

Maintaining the Town'’s infrastructure is done through the careful planning and practices of the
Light, Water, and Sewer Enterprises. All of these enterprises provide quality services at a reasonable cost
while investing in their infrastructure. According to the 2016 Town Residential Survey, 87% of residents
polled indicated that electricity rates were a “good bargain” or “reasonably priced”. Also 85% responded
that water prices were either a “good bargain” or “reasonably priced”. Similarly, 78% indicated that sewer
rates were either a “good bargain” or “reasonably priced”.

Sincerely,
A (,ﬁ/«’ e L

Christopher Whelan
Town Manager

Town of Concord — FY19 Proposed Enterprise Budget



Organizational Charts

Town Government Mission Statement:

The mission of Concord’s Town Government is to enhance the quality of life of Concord residents by providing
efficient, effective, and innovative services, protecting the Town’s character, and being a responsible steward of

Town resources.

The chart below outlines how Concord citizens, either through elections or by sitting on boards and committees,
influence the operations of their government.

On the facing page, the chart shows how Town Government is structured to carry out the wishes of its citizens.

Town Citizens

|
elect

Town Moderator

|
appoints

Finance Committee

and

MMRHS Representative

Select Board

appoints

Boards and
Committees

Affordable Housing
Agricultural

Board of Registrars
BFRT Advisory Committee
Cable TV Committee
Community Preservation
Cultural Council

Historic Districts

Hugh Cargill Trust
Library Committee
Personnel Board
Planning Board

Public Ceremonies and
Celebrations

Records and Archives
Trustees of Town Donations
White Pond Advisory

Zoning Board of Appeals

Town Manager

manages appoints

-

Town Departments

See facing page for details
on Town Departments.

o

~

School Committees

|
appoint

School Superintendent

manages
|

School Department

Town Counsel

Boards and
Committees

)

Board of Assessors*
Historical Commission*
Natural Res. Commission*
Committee on Disability*
Board of Health

Cemetery Committee

Comprehensive Sustainable
Energy Committee

Council on Aging
Municipal Light Board
Public Works Commission

Recreation Commission

*with approval from the Select
Board




Town of Concord

The Town Manager oversees all Town Departments, including the enterprise, revolving, and special revenue

funds.

This Enterprise Budget Book includes information about the Concord Municipal Light Plant, the Water
Division, the Sewer Division, the Beede Swim & Fitness Center, Solid Waste Disposal Program, and the

Recreation Program.

Town of Concord, Massachusetts

Organization Chart

Select Board

Town Manager

I
Assistant Town Manager Human Resources
| ' |
T > : Information
Human Services own Manager's Technology
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*Recreational Services Police
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I |
Planning and Land ,
i Public Works
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Finance Administration Planning Public Works Administration

Treasurer-Collector

Natural Resources

* Solid Waste Disposal
(enterprise book)

Accounting Inspections Engineering
Assessing Health Highway & Grounds
Town Clerk Water & Sewer (enterprise

book)
Solid Waste Disposal




Budget Book Guide

Section | — Letter of Transmittal

The Letter of Transmittal is an introduction to the budget book by the Town Manager. Included in the letter is
summary information about each of the four enterprise funds (Light, Water, Sewer, and Swim and Fitness), the
one special revenue fund (Solid Waste Disposal), and the (Recreation) revolving fund. The letter highlights some
of the major changes budgeted for the coming year.

Section Il — Introduction

This Introduction provides a general description of the Town’s management practices for the four enterprise
funds (Light Fund, Water Fund, Sewer Fund, and Beede Center Fund) and special revenue fund (Solid Waste
Fund and the revolving fund (Recreation Fund).

Section Ill — Light Fund

The Light Fund presentation provides the charts and narratives necessary to understand the operations and
plans of the Concord Municipal Light Plant. At the end of Light Fund section, there is an operational overview of
the new Telecommunications Division.

Section IV — Water Fund

The Water Fund presentation provides the charts and narratives necessary to understand the operations and
plans of Concord’s Municipal Water Services Division.

Section V — Sewer Fund

The Sewer Fund presentation provides the charts and narratives necessary to understand the operations and
plans of Concord’s Municipal Sewer Services Division.

Section VI — Solid Waste Fund

The Solid Waste Fund presentation provides the charts and narratives necessary to understand the operations
and plans of Concord’s Solid Waste Disposal Division.

Section VIl — Swim and Fitness Fund

The Swim and Fitness Fund presentation provides the charts and narratives necessary to understand the
operations and plans of Concord’s Beede Swim and Fitness Center.

Section VIl — Recreation Fund

The Recreation Fund presentation provides the charts and narratives necessary to understand the operations
and plans of Concord’s Recreation Department.

Section IX — Appendix

The Appendix contains information describing the budgeting process (including a calendar of events), as well as
relevant excerpts from the most recent Audited Financial Statements and a glossary of terms used throughout
the book.
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TOWN OF CONCORD

TOWN MANAGER'S OFFICE
22 MONUMENT SQUARE - PO. BOX 535
CONCORD, MASSACHUSETTS 01742

TELEPHONE (978) 318-3000
FAX (§78) 318-3002

CHRISTOPHER WHELAN, TOWN MANAGER

oLe NORTH BRIDGE

March 12, 2018
The Honorable Select Board:

| am pleased to submit for your review the Town Manager’s Proposed Enterprise
Budgets for Fiscal Year 2019 (July 1, 2018 — June 30, 2019). The document presents the
Town's business-type operations. These operations have the following characteristics:

e They are not supported from property taxes but rather from fees and charges
directly related to the services provided,;

e They are intended to operate in a fiscally self-sustaining manner with respect to
operating expenses, capital expenses and long-term liabilities; and

e They are expected to provide for the continuous renewal of all related
investments in plant and equipment without resort to debt-financing except for
the expansion of the related plant or service, and for this purpose depreciation
expense is accounted for as an operating expense and is incorporated into rate-
setting and planning.

¢ As departments of the Town Government organized under the direction of the
Town Manager, each enterprise functions within the personnel bylaw and
financial rules and regulations of the town government. Each enterprise receives
various central administrative services, including through the Human Resources
Department and the Finance Department, the cost of which is allocated to the
enterprise.

Each of the funds reported herein is financed entirely by rate-payers, the users of the particular
service involved. Six operations are reported upon:

Light Fund

The Concord Municipal Light Plant was established by an 1898 Town Meeting action.
The CMLP provides for the distribution of electricity and operates in full compliance with
generally accepted enterprise accounting standards.

The Concord Municipal Light Plant (CMLP) is a department of the Town Government
and functions under the specific statutory authority contained in Chapter 164 of Massachusetts
General Laws (M.G.L.). The CMLP is managed under the operational authority of the Town
Manager pursuant to Section 9 of the Town Charter and designation in the Light Department
Administrative Code as Manager of the Municipal Light Plant. The Town Manager appoints the
five-member Light Board, the department head (the CMLP Director) and all CMLP staff. The
CMLP Director supervises all department staff and reports to the Town Manager. It is the CMLP
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Director’s responsibility to keep the Light Board fully informed of department matters so that the
Board can effectively carry out its responsibilities of oversight and planning.

The budget is developed for the Town Manager by the CMLP Director and is reviewed
by the Light Board. The Light Board is the electric utility rate-setting body, in accordance with
the provisions of M.G.L. Chapter 164. Rates are subject to limited oversight of the
Commonwealth of Massachusetts Department of Public Utilities, as the Light Plant operates as
a home-rule municipal light plant. The Town Meeting annually authorizes the Town Manager to
expend the income of the Light Fund without further appropriation. For FY19, this action will be
taken under Article 47 of the 2018 Town Meeting Warrant.

Water Fund

The bylaw that established the Water Revolving Fund dates back to 1974. Beginning in
1984, the Town has applied enterprise accounting standards to its accounting and reporting of
the Water Fund activity. Among other aspects of the accounting change, this involved recording
the acquisition cost of all plant assets and the recognition of depreciation as an operating
expense.

The Public Works Director is appointed by the Town Manager. The Concord Public
Works (CPW) Department includes the Water/Sewer Division. The Water/Sewer Superintendent
reports to the Public Works Director. CPW staff prepares an annual Water Fund budget
recommendation for review by the Town Manager. The budget is also reviewed by the Public
Works Commissioners, a five-member body appointed by the Town Manager. The
Commissioners are the water utility rate-setting body, in accordance with General Law
provisions and the Town Bylaw. The Town Meeting annually authorizes the Town Manager to
expend the income of the Water Fund without further appropriation. For FY19, this action will be
taken under Article 51 of the 2018 Town Meeting Warrant.

Sewer Fund

The bylaw that first established the Sewer Revolving Fund was adopted by the Town
Meeting in 1976. Enterprise accounting commenced in 1984.

In a process identical to the management of the Water Fund, CPW staff under the
direction of the Public Works Director prepares the annual Sewer Fund budget recommendation
for review by the Town Manager. The budget is also reviewed by the Public Works
Commissioners. The Commissioners are the sewer utility rate-setting body, in accordance with
General Law provisions and the Town Bylaw. The Town Meeting annually authorizes the Town
Manager to expend the income of the Sewer Fund without further appropriation. For FY19, this
action will be taken under Articles 49 and 50 of the 2018 Town Meeting Warrant.

Solid Waste Fund

This fund was established by Town Bylaw adopted in 1989. Technically, it is not an
enterprise fund but rather is a Revolving Fund. However, the Solid Waste Fund is included in
this presentation because its basic purpose is to operate the curbside collection and recycling
program as a business-type activity without property tax support. Rates are set by the Public
Works Commission, and program costs are expected to be fully recovered by these rates.
There are, however, no capital assets and no depreciation expense is associated with the
operation of the Solid Waste Fund. The Town Meeting annually authorizes the Town Manager
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to expend the income of the fund without further appropriation. For FY19, this action will be
taken under Article 48 of the 2018 Town Meeting Warrant.

Beede Swim & Fitness Center Fund

This facility opened its doors on April 18, 2006. Article 30 adopted by the 2005 Annual

Town Meeting authorized the establishment of an enterprise fund for this operation, in
accordance with requirements of the General Laws of the Commonwealth, Chapter 44, section
53 F 1/2. This section of the state statutes, enacted in 1986, requires that the annual budget of
the Center be submitted to the Town Meeting for enactment in the same manner as is the
General Fund budget. Accordingly, the motion under Article 52 of the 2018 Town Meeting
Warrant will make an appropriation for the estimated expenses of the Center for the fiscal year
beginning July 1, 2018 based upon an estimate of the income to be derived from the operation.

The operation of the Center has been assigned by the Town Manager to the Assistant
Town Manager under the direction of the Recreation Director. Rates and fees are set under the
authority of the Town Manager pursuant to Section 22F of Chapter 40 of the General Laws
adopted by the Town Meeting in 1992. The Recreation Commission, appointed by the Town
Manager, also monitors the performance of the Center and provides guidance and advice.

Recreation Fund

With the adoption of Article 3 at the 1979 Town Meeting, this Fund was established by
Town Bylaw to be used solely for the maintenance and support of recreation and park facilities
and services of the Town. The Recreation Fund is not an enterprise fund but rather is a
Revolving Fund, since it has no capital assets and no depreciation expense is associated with
its operations. Like the Solid Waste Fund, the Recreation Fund is included in this presentation
because its basic purpose is to operate the recreation programs as a business-type activity.
Rates are set by the Recreation Director and program costs are expected to be fully recovered
by these rates. At the time that the Recreation Fund was established, there was no requirement
that an annual appropriation would need to be adopted by Town Meeting and the Bylaw was
written so that expenditures can be made by the Town Manager without further appropriation,
so there is no action required of and no article presented to the 2018 Town Meeting.

Budgetary Focus

Each of the six budget presentations focuses on the projection of operating income
and net income. The long-term objective in the management of each enterprise is to generate
sufficient income from current operations to fund operating and capital needs without tax
support. In general, debt financing of enterprise infrastructure should be employed only to
finance system expansion. Resources derived from recording depreciation as an operating
expense plus the net income realized from operations should, over a span of years, provide for
the continuous reinvestment in the maintenance and renewal of enterprise physical assets. The
Town has a long record of successfully operating its enterprises on this basis.

Operating income of each fund is the difference between operating revenues and
operating expenses. Certain revenues and expenses are not the result of operations but must
be added to or subtracted from operating income to arrive at net income. These non-
operating transactions include:
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Revenues:
e Interest earnings on available cash balances
e Fees not associated with operations, such as the electric underground
surcharge and the sewer improvement fee

Expenses:
¢ Interest paid on debt (bonds and notes)

The budgets proposed for FY19 (calendar year 2018 for CMLP), and the related
projections of operating and net income are:

Operating Revenue Operating Operating Net

Expenditure Income Income

Light Fund $28,601,606 $25,942,802 $2,658,803 $902,684

Water Fund 5,366,785 4,443,957 946,778 933,748

Sewer Fund 3,202,398 3,501,678 -299,280 -122,448

Solid Waste Fund 1,421,584 1,421,532 52 52

Beede Center 2,122,500 2,379,905 -257,405 -245,405
Fund

Recreation Fund 1,906,015 1,967,452 -44,952 -44,952

One measure for determining whether an enterprise has sufficient resources to fund
necessary capital improvements is to: (a) sum net income plus cash generated from recording
depreciation expense and (b) subtract debt principal repayments and transfers in the form of
Payments in Lieu of Taxes or PILOT (for the CMLP only). This arrives at the net resources
available for replacement and renewal of plant and equipment. For each enterprise, this
amount can then be compared to the planned capital outlay expenditure, as shown in the
following:

FY19 Proposed Budgets Light Water Sewer Beede
Net Income Projected $902,684 $933,748  $-122,448 $ -245,405
Depreciation Expense 1,891,383 1,190,649 1,593,254 363,268
Subtotal 2,794,067 2,124,397 1,470,806 117,863
Less:
Debt Principal Payment 658,333 485,000 618,831 0
CMLP PILOT Payment 461,000 0 0 0

Net Resources derived from Current Operations

and available for Capital Purposes $1,674,734 $1,639,397 $ 851,975  $117.863

The planned FY19 capital expenditures of each enterprise (exclusive of expenditures
that will be funded by debt issuance) are as follows:

Light Water Sewer Beede
Capital Outlay $1,889,250 $3,847,260 $2,217,970 $567,500
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It is not necessary that Net Resources from Current Operations equal or exceed the
actual or planned Capital Outlay for each year. If an enterprise has greater capital outlay
needs, the difference can be financed from the available cash balance of the fund. Over the
long term, it is the objective to manage each of these enterprises so that the cost for
replacement and renewal of plant and equipment will be met from cash generated by current
operations.

In some cases, there is additional funding available for capital purposes. For example,

the Light Plant conducts work to place utility wires underground and these projects are financed
from the accumulated balance of the Underground Fund.

Program Highlights

Light Fund

The major item affecting operating expenses and revenues for the Concord Municipal
Light Plant is the purchase of power supply and distribution of electricity to customers. Since
changes in purchased power costs are passed along to customers, the Light Plant’s portfolio of
power supply purchase agreements in effect at any time greatly affects the price that its
customers will pay. In 2019, purchased power expense is projected to be approximately $19.2
million or 74.2% of operating costs.

The Concord Municipal Light Plant is also actively pursuing efforts to promote energy
conservation and renewable energy. In 2015, the Light Board voted to update its residential
tiered rate structure in which the unit price rises with higher monthly consumption levels. The
Light Plant is in the process of implementing the utilization of its Smart Grid infrastructure to
allow CMLP and its customers to manage electricity usage. Article 26 at the 2017 Town
Meeting authorized the Town to borrow $3 million to speed the process of deploying smart
meters through town in order to better manage the electrical distribution system and assist
residents and business customers to manage electricity usage. In addition, for both residential
and commercial customers, there are rebate programs to encourage the purchase of energy-
efficient lighting fixtures and energy-star appliances.

The Light Plant Board is committed to reducing the Town’s dependency on electricity
generated from fossil fuels. Initiatives include seeking to purchase commercially available
electricity from renewable sources, developing utility-scale solar generation in Town, facilitating
rooftop solar in Town, and patrticipating in wind power generation projects outside of Town. All
of these efforts will contribute to the goal of increasing the percentage of electricity generated
from renewable sources from the 23% of all purchased power in 2017 to 30% by 2020.

In 2014, the Light Plant began offering broadband service to Town residences and
commercial establishments. This service uses the excess capacity of the optical fiber network
that has been installed throughout Town for the Smart Grid program. In 2013, Town Meeting
approved Article 48 which authorized the Town to borrow up to $1 million in startup capital funds
to get the project off the ground. Article 24 at the 2017 Town Meeting authorized the Town to
borrow $1 million to perform significant equipment upgrades and additional fiber-optic network
construction to meet customer demand.
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With the installation of service for 850 Concord customers in 2017 and additional 300
installations expected in 2018, the 2018 operating income is projected to be $104,250. These
funds will be available to replenish the fund balance, which has been as expected negative
during the startup period and make debt service payments on the borrowed funds.

Water Fund

The Water Fund is in sound financial condition, and needed capital improvements are
proceeding on schedule. With Article 28 of the 2016 Annual Town Meeting, the Town approved
of $16.5 million in borrowing to construct the Nagog Pond water treatment facility, replace the
water intake pipeline, and rehabilitate the Annursnac and Pine Hill storage tanks. The Water
Division is in the process of obtaining the proper permits from the Town of Acton — the location
of the water source and proposed treatment plant — for the final design and construction of the
plant.

To maintain sufficient funds to cover operating and capital costs, the Water Division is
proposing a rate increase of 4.0% for normal residential use as of June 1, 2018 that is an
annual dollar increase of approximately $18.90 for the average residential customer over the
year.

Sewer Fund

It has been noted above that the Sewer Fund’s projected operating income is negative.
The main cause of this deficit is an increase in the depreciation expense, from $628,375 in
FYO5 to $1,593,254 projected for FY19, a reflection of the infrastructure improvements that had
been made in 2006-08 to the treatment plant first put into service in 1987.

The Sewer Division completed a major renovation project of the Wastewater Treatment
Plant in 2008, as authorized by Article 47 of the 2005 Town Meeting and funded by a $12 million
bond issued through the Massachusetts Water Pollution Abatement Trust at a 2% subsidized
rate of interest. This project extended the life of the 1987 plant by an additional twenty years. As
a budgetary consequence, the town must simultaneously pay back the debt (through FY27) and
recognize a substantially increased annual depreciation expense. Nevertheless, reserve
balances carried over from previous years will be adequate to cover the current operating
deficit, and cash balances will continue to be sufficient to finance needed sewer system capital
maintenance.

A rate increase of 1.0% is proposed to be effective June 1, 2018, which is an annual
dollar increase of approximately $7.20 for the average residential customer.

Solid Waste Fund

The Town offers curbside trash and recycling collection to all residences and small
commercial facilities. The program pays for itself through issuing subscriptions, which make a
residence eligible for trash and/or recycling pickup, and by selling barrel tags and stickers,
which make a garbage barrel eligible for pickup. The Solid Waste Fund holds no capital assets
and the collection and disposal of trash and recycling is contracted out to a third party, Waste
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Management of New England. There are approximately 3,600 subscribers for this service. In
FY19, it is expected that the Solid Waste Fund will generate a slight net income.

Beede Center Fund

Completing its eleventh year of operation as of April 2017, the Beede Swim and Fitness
Center continues to operate successfully. Given that it is the only one of the Town’s enterprises
that operates in a competitive market, the Beede Center is very dependent upon the satisfaction
of its members and on the overall condition of the regional and national economy to maintain
membership levels for what may be seen as a discretionary expense. Thus far, the Beede
Center has been well received by the community and is increasingly perceived as an important
contributor to the community’s physical health. As of January 1, 2018, the Beede Center had a
total of 1,058 individual, 313 family, 269 couple, and 12 student memberships.

For FY19, the Beede Center is estimated to have $2,122,500 in operating revenues and
$2,379,905 in operating expenses, which combined will result in a negative operating income of
$257,405. A marketing effort is underway to boost membership and thus revenues and
measures are being taken to contain costs. With an undesignated fund balance of $1.35 million
and of June 30, 2017, the Beede Center has the resources to absorb this potential loss.

Recreation Fund

The Town has had the Recreation Fund since 1979, though this is the third year that the
Fund has been presented in the Enterprise Budget Book, which will provide a more appropriate
place in which the financial and budgetary information can be displayed.

The Recreation Fund earns revenue from user fees to cover its expenses. In FY19, itis
projected that revenues will be $1.92 million and expenses will be $1.96 million. As the demand
for a particular program increases, so does staffing and expenses as well as revenues earned
from program fees. Although this allows the Recreation Department to be very flexible with its
cost and hire staff to meet the need, it also makes budgeting difficult.

The Recreation Department provides five types of programs: recreation programs;
summer camp; school year programs such as before and after school day care; sports clinics,
and special programs. For those Concord residents who cannot afford the program fees, the
Recreation Department has a scholarship fund.

In FY18, the Recreation Department assumed the responsibility from the Chamber of
Commerce of running the Visitors Center in Concord Center. During the first year of operations,
revenues from the Visitors Center were $33,854 and expenses were $13,582 for a profit of
$20,271.
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Administrator), and Ryan Kane (Recreation Director). In addition, assistance was provided by
Paul Reinhardt (Public Works Management Analyst), Paul Cote (Assistant to the W&S
Superintendent), Stephen Daly (CMLP Financial Manager), Jon Straggas (Beede General
Manager), and Anna McKeown (Assistant Recreation Director).

The efforts of the staff in compiling this annual document reflect our commitment to
maintain the soundness of financial operations and the long-term perspective essential to the
successful management of the Town'’s enterprise operations.

Respectfully Submitted,

Oh pl ket —

Christopher Whelan
Town Manager

CC: Finance Committee, Municipal Light Board, Public Works Commission, and Recreation
Commission

Page I-8



Section |l

Introduction



THIS PAGE INTENTIONALLY LEFT BLANK



SECTION II: Introduction

Section Overview

This Introduction provides a general description of
the Town’s management practices for the four
enterprise funds (Light Fund, Water Fund, Sewer
Fund, and Beede Center Fund) , the special
revenue fund (Solid Waste Fund) and the revolving
fund (Recreation Fund).

The sub-sections found in this summary are:

Overview -1
Management Policies -2 to 1I-3
*Useful Definitions I1-4 to 1I-5

Enterprise Fund Financial Policy

/Along with their missions to provide their
respective services in an efficient and effective
manner, each of the Town'’s enterprise activities
must also work to be financially self-supporting.

This means that each is expected to cover all costs
associated with operations as well as all costs
associated with capital maintenance and
depreciation by generating the necessary revenue
itself (i.e. through user fees).

Debt should only be used to expand an enterprise
activity’s capacity or level of service, and not to
replace or renew the existing infrastructure.

- /

Enterprise Revenues as a Percentage of Total
. FY17 Town Government Revenues
Enterprise Funds .
T Totaling $146,251,921
) ] General Fund,
Light Fund Section Il $98,261,450 ,
67%
Water Fund Section IV Recreation
Fund,
$2,008,085, 1%
Sewer Fund Section V Solid Waste
Fund,
Swim and $1,33i§/,570 ,
Solid Waste Fund Section VI Fitness Fund, 0
$2,336,245 ,
0
2% Special
Swim & Fitness Fund Section VI Light Fund Revenue and
Water Fund, (CY16) Other Funds,
$5,183,792 Sewer Fund, y $7.746.576
$26,176,369 , ;746,576 ,
, . 4% $3,200,834, 189 5%
Recreation Fund Section VIl 204 0

4

A Note on the Solid Waste Fund & Recreation Fund

The Town'’s Solid Waste Fund and Recreation Fund are not enterprise funds; rather, they are special revenue
funds established by local bylaw. Both funds control no capital equipment or infrastructure. Their principal purpose
is to operate as a business-type activity with little or no taxpayer support. These enterprises represent a
significant business-type service of the Town and therefore the budgets for the Solid Waste Fund and Recreation

Fund are presented in this Budget Book.

Town of Concord — FY19 Proposed Enterprise Budget
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SECTION II: Introduction ;

Definition

Enterprise Fund: An accounting and reporting entity for a business-type activity that is separate from the
taxpayer supported General Fund and involves a municipal service supported wholly or primarily by user fees.
The separate accounting and reporting of such an entity allows the Town to balance the specific costs of providing
the service, which typically involves the maintenance of capital infrastructure, with the revenues generated from
the related user fees. Resources of an enterprise fund cannot be diverted to other unrelated uses.

Management of the Enterprise Funds
Town Charter and Bylaws

Under the Town Charter, the Town Manager serves as the executive of all Town enterprise and special revenue
funds. The Town Manager supervises all personnel and expenditures, exclusive of the schools, regardless of the
funding source.

Enterprise operations are subject to the same personnel bylaws and administrative procedures as all other Town
departments.

General Fund Services

Rather than hire their own management, finance, and human resource staffs, each enterprise fund utilizes some
of the general Town staff to perform certain core functions. This allows the Town to avoid task duplication and
keep overall overhead costs to a minimum.

To compensate for these services, and to maintain the goal of accurate cost accounting and self-sufficiency,
each enterprise fund makes regular payments to the General Fund in the form of “General Fund Services”
transfers (or in the Light Fund’s case, “Administrative and General Expenses” transfers). In some cases,
enterprise funds are directly charged for costs (such as health insurance and other employee benefits)
throughout the year. Allocations are reviewed each year to tie administrative services payments to the actual
services provided.

General Fund services involve the following:

*Financial services are provided by the Finance Department for billing and collection, banking, cash and debt
management, purchasing administration, general accounting, payables, financial analysis, and reporting;

*The Human Resources Department handles recruitment, employee retention, and employee benefit
administration for the enterprise operations; and

*General management of all enterprise operations is provided from the Town Manager’s office, along with
more specific administrative services from the Public Works Department (for Water, Sewer, and Solid Waste
operations), and from the Assistant Town Manager (for Beede Center & Recreation operations).

Role of Town Meeting

The budgets presented for the Light, Water, Sewer, and Solid Waste funds are spending plans and do not carry
the same restrictive legal obligations as the voted appropriations made for the Town’s General Fund operations.
However, the Swim and Fitness Fund’s budget is authorized by Town Meeting as an appropriation, in
accordance with its enabling bylaw pursuant to state law, M.G.L. Ch. 44, 853 F%. The Recreation Fund does not
require an appropriation by Town Meeting and the Town Manager can authorize expenditures.

Setting Rates and User Fees

Rates, or user fees, for each enterprise activity are set by the following entities:

*The Concord Municipal Light Plant (CMLP) Board is the rate-setting authority for the electric utility (CMLP);
*The Public Works Commission is the rate-setting authority for water, sewer, and solid waste services;

*The Town Manager is the rate-setting authority for the Beede Swim and Fitness Center (pursuant to M.G.L. Ch.
40 § 22F as adopted by Town Meeting in 1992).
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SECTION II: Budget Summary

Town Manager

Enterprise Organizational Chart

Municipal Light Board

Public Works
Commission

Recreation
Commission

CMLP Director

*Concord Municipal Light
Plant

*Telecommunications

Public Works Director

Assistant Town
Manager

Town Meeting authorizes the
Town Manager to expend
funds.

*Water
Sewer

*Solid Waste

*Beede Swim and
Fitness Center

*Recreation

Town Meeting authorizes the
Town Manager to expend
funds.

Town Meeting appropriates
budget (for Beede Center)

Town Manager authorizes

Recreation Fund to expend
funds.

The Purpose of Enterprise Funds

An enterprise operation is a business-type activity supported primarily by the user fees it charges for its services.
Funds raised through these user fees are dedicated to the ongoing operations of the specific enterprise activity,
while taxpayer support for the activity is eliminated (or in less ideal cases, significantly reduced).

A key component of Concord’s enterprise operations is the maintenance of the capital equipment and
infrastructure of the “business”. User fees are set to recover operating costs as well as to finance the continuous
maintenance (depreciation) of the capital investments supporting the service. A completely successful enterprise
operation would never need to borrow funds to replace and renew the existing infrastructure of the business.
Borrowing would be required only to expand the business (for example, to extend water or sewer service into
new areas). However, enterprises in both the public and private sectors often fall short of this definition of
“success”. See pages lI-4 to 1I-5 for an analysis of how Concord’s enterprise activities measure-up to this ideal.

In summary, enterprise funds are management tools that aid in the pursuit of the following policy objectives:
¢ Property tax subsidies are reduced or eliminated for operations with the goal of self-sufficiency;

¢ Unlike tax-supported services, the charge for any enterprise service is based on the direct use of a service
or resource. However, unlike many private-sector activities, Concord’s enterprise funds often promote
(through investments, education, and rate structures) the conservation of whatever is being sold (e.g., the
Water Division aims to reduce water consumption rather than to maximize the sale of water).

e Consumers who are exempt from the property tax (such as nonprofit organizations) nevertheless pay user
fees for their consumption of enterprise fund resources. For the basic utilities (Electricity, Water, and
Sewer), approximately 20% of revenue is derived from tax-exempt customers.
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SECTION II: Budget Summary ;

Useful Definitions

An understanding of enterprise operations and financial reporting requires familiarity with terms not used in the
normal presentation of the General Fund budgets.

Available Capital Resources - Cash for the replacement and renewal of the assets of the enterprise operation
is generated from three sources:

(a) netincome;
(b) cash produced by the recording of depreciation as an expense; and
(c) borrowing.

The first two items, Net Income and Depreciation Expense, represent the capital resources projected to be
generated from current operations. From the combined total of Net Income and Depreciation Expense, maturing
principal repayments on existing long-term debt must first be paid. The remaining balance then can be
compared to the proposed Capital Spending Plan. These amounts need not match in any fiscal period, but
planned spending which exceeds the projected generation of current capital resources can be financed only if
there is an available cash balance in the enterprise, or through borrowing.

Capital Expenditure - The use of funds to acquire or enhance productive assets, such as structures, land, and
equipment (including related plans, designs, and studies), which have a life expectancy of at least 2 years and a
cost of at least $5,000, and procured with the intention of increasing service capacity or efficiency.

Depreciation--The using up of an asset chargeable to current users. Depreciation is a non-cash expense that is
intended to provide resources for capital maintenance and eventual replacement in order to sustain the provision
of the service.

Enterprise Funds, as explained above, should be used to account for operations that are financed and operated
in a manner similar to private business enterprises:

(a) when the intent of the governing body is that the costs (expenses, including depreciation) of providing
goods or services to the general public on a continuing basis be financed or recovered primarily through
user charges; or

(b) when the governing body has decided that periodic determination of revenues earned, expenses
incurred, and/or net income is appropriate for capital maintenance, public policy, management control,
accountability, or other purposes.

Inter-fund Transfers/General Fund Services - These are the "indirect cost" components of the enterprise
operations. They include billing, treasury, investment and accounting services provided centrally by the Town
Finance Department; personnel management services provided by the Human Resources Department; and
various planning, environmental management, general management, and other services provided through other
Town departments. In the case of the water, sewer and solid waste enterprises, this category also includes
allocated costs from the Public Works Administration and Engineering Divisions.
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SECTION II: Budget Summary ;

Useful Definitions (continued)

Net Assets — Sometimes called net worth, Net Assets represent how much an entity would be worth after
accounting for everything it owns (buildings, equipment, cash, etc.) and subtracting everything it owes (unpaid
bills, outstanding loans, etc.).

Net Income - Operating Income plus other non-operating income (such as interest earnings) less debt interest
and issuance expense. Net income measures the result of current operations. While Net Income should
generally be a positive number, it is possible for an enterprise operation to operate with a loss for a fiscal period
and still remain in operation and be financially sound. However, a pattern of negative net income for more than
one year, or a declining trend in net income for several years, is cause for concern, and requires remedial action
with respect either to rates, expenses, or both.

Operating Expenses - Costs, both direct and indirect, of providing the service, including the cost of using up
assets (which is the depreciation expense). Outlays that are not part of operating expenses are:

(a) the acquisition or construction of an asset; and
(b) debt principal and interest cost.

Operating Income - The difference between Operating Revenue and Operating Expense for a fiscal period.

Operating Revenue - Earnings from the provision of services, recorded at the time of service rather than as
billed or as received. Revenues and other resources that are not part of Operating Revenue include interest
earnings, grants from other levels of government, and proceeds from the issuance of bonds.

See Glossary on Page 1X-8 for more definitions.
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Light Fund

Mission Statement

The mission of Concord Municipal Light Plant is
to supply reliable and cost effective energy
services, in a responsible and courteous manner,
which meets the current and future needs of our
customers.

Light Fund Contents

Overview pp. 1-3
Revenues and Expenditures pp. 4-11
Electricity Sales Data and Chart p. 12-14
Rate Comparison p. 15
Energy Supply p. 16
Telecommunications p. 17-21

NOTE: The Light Plant differs from all other municipal
departments in that it operates on a calendar year basis per
MA DPU requirements.

Light Fund Highlights

e The cost of purchased power, a pass-through expense
to the customer, makes up approximately 75% of
operating expenditures.

e The Light Plant has a three-tiered rate schedule for
residential customers to encourage conservation; the
more electricity that a customer uses the higher the rate.

e Electricity from renewable energy sources equals
approximately 23% of the kilowatt hours of all purchased
power. The Light Plant Board's goal is to increase the
percentage of renewable energy to 30% by 2020.

¢ In 2014, CMLP implemented its broadband service to
residences and businesses by using extra capacity
available in the fiber optic cables installed as part of the

Smart Grid program. 7

I Town Manager I

| cwmipLightBoard* |----1  cwmLP Director |

Operating and Net Income Summary DESCI’iptiOﬂ
2015 Actualf 2016 Actual Estimzact)ig Budgze('z(leg The Concord Municipal Light Plant
Operating (CMLP) is responsible for prowdmg .
Income $ 2,321,971| $ 2,093,609 $ 2,435,454 $ 2,658,802|| electricity to more than 8,300 residential,
municipal, and business customers
Net Income $ 253,825| $ 338,147| $ 651,709 $ 902,684|| throughout Concord. Since the Light
Plant does not have generating

capability, it purchases its power from
outside suppliers. To distribute the
electricity, the CMLP operates three
substations along with transmission and
distribution facilities. Power lines are

Management

|_

| Senior Administrative Assistant

maintained by CMLP line workers. To

Telecom
Chief Information Officer

Power Supply and Rates Admin
Customer Services Administrator
Energy Conservation Coordinator
Customer Service Admins (3)

Telecom Coordinator
Telecom Network Engineer
Telecom Network Technician

Business Administration
Financial Administrator
— Utility Software Coordinator
Office Accountant
Senior Account Clerk

| Assistant Director

Projects & Program Administrator

|_

Design & Engineering
Electrical Engineer
Civil Engineer
Senior Engineering Technician
Engineering Technician

Inventory & Maintenance
Coordinator

Line Operations
Line Supervisor
Lead Line Worker (3)
Line Worker (6)
Master Mechanic
Crew Leader
Equipment Operator

Meter Operations
Meter Supervisor
Meter Technician
Utility Electrician

Town of Concord — FY19 Proposed Enterprise Budget

monitor the system, the Light Plant has a
modern, consolidated operations center.
In addition, the CMLP staff is responsible
for reading electric and water meters, and
for providing customer service.

As a Town Enterprise, the Light Plant is
supported by revenue raised from electric
utility rates and other charges paid by its
customers. Current resources are
allocated to pay for the upkeep of existing
infrastructure, purchase of power,
administration and CMLP customer-
related programs.

The Telecommunications Division within
CMLP, managed by the Chief
Information Officer reporting to the CMLP
Director, provides broadband service to
residences and businesses.
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The Concord Municipal Light Plant is committed to
providing the Town with reliable power while decreasing the
Town'’s dependence on electricity generated from fossil fuels.
CMLP has upgraded its transformers and increased the pass-
though capacity of its power grid. At the same time, CMLP has

set a goal to obtain 30% of its electricity from renewable sources W
by 2020. In addition, the Light Plant has initiated programs and

policies to encourage energy efficiency and conservation
measures by its residential and commercial customers.

4

Purchased Power: Energy and Capacity

Purchased power is comprised of two components: energy and capacity. To understand the difference, one can
use the analogy of water distribution. Electrical energy (kilowatt hours) can be compared to the amount of water
consumed (gallons) over time. Electrical capacity (megawatts or more precisely mega volt amperes that
includes power lost during distribution) can be compared to the size of the water pipe or the capacity to deliver
water (i.e. the larger the pipe the more water it can carry). So energy has to do with consumption over time
while capacity measures the amount of electricity delivered at any one moment. The Town must purchase both.

Purchased Power: Power Supply Portfolio (23% from Renewable Sources)

The 2017 power supply portfolio consists of the purchase of electricity from the following sources:

* Non-Renewable Sources

» Shell Energy Natural Gas 24% of total MWh
e Exelon Natural Gas 19%
* RISE Natural Gas 18%
e ISO Energy Purchases 16%
77%
* Renewable Sources
e Solar Projects 5%
» Niagra Hydro 4%
e Brown Bear Hydro 3%
e Spruce Mountain Wind 3%
e Granby Landfill Gas 3%
e Saddleback Wind 3%
* New Bedford Landfill Gas 2%
23%

Purchased Power: Local Conservation Initiatives

The Light Plant has initiated programs and policies to encourage energy conservation. The Smart Grid
Infrastructure will allow CMLP to better manage its customers’ electricity demands. A new residential rate
structure adopted in May 1, 2015 has tiers in which users of lower amounts of electricity will pay a lower unit
rate.

An active rebate program has been put in place by CMLP to promote local conservation initiatives. For
residential and commercial customers, CMLP provides rebates for efficient lighting fixture upgrades and energy
star appliance purchases. Additional rebates for residential customers are available for weatherization and
central A/C efficiency projects.
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Light Fund

Electricity Revenue

Total operating revenue expected to be raised
through electric operations in 2018 is projected to
be $28,601,606 as shown in the following
categories:

Residential sales: $11,591,632
Commercial sales: 13,540,960
Municipal sales: 1,707,770

Sales subtotal: $26,840,362
Provision for Rate Stabilization: 991,033
Other Revenue: 770,211

Total: $28,601,606

It is forecast that 2018 residential sales in kilowatt
hours will be 67.0 million, commercial sales 83.9
million and municipal sales 10.5 million.

Electric Rate Highlights

KEffective on February 2, 2017, the residential rah
(R-1) is set at a meter charge of $9.00 per month for
a single phase system and the following three-tiered
energy rates:

per kWh
Tier 1: first 600 kWh  $0.04853
Tier 2: next 316 kwWh $0.06311
Tier 3: over 916 kWh $0.09107

The distribution charge is $0.03160 and the energy
charge is $0.06418. The above rates per kWh will
be adjusted plus or minus in accordance with a
formula specified in the Power Cost Adjustment
Clause and the NYPA Power Cost Adjustment

KCIause. /

Surcharges

Each electric utility bill includes a 1.5% Underground Surcharge and a 0.52% Conservation and Renewable
Energy Service (CARES) surcharge. The money raised through the underground surcharge is used to place
power lines underground. As a result of this activity and in association with zoning requirements for new
developments, the Town currently has approximately 50% of its power lines underground.

The Conservation and Renewable Energy Service surcharge pays for the energy conservation activities
sponsored by the Light Plant, among them is financial assistance to help customers purchase energy efficient

systems and appliances.

Citizen Survey

In 2010, 2012, 2014, and 2016 the Town conducted a survey of Concord residents. For the Light Plant, the
following question was asked: “What is your opinion of the price of electric rates?” In 2016, the response was
that 26% thought that the price is a Good Bargain and 61% thought that it is Reasonably Priced. Only 13%

thought electricity was Excessively Priced.

80% Opinion of Electric Rates m2010 |

60%

22012

40%

20%

0%

02014 [

u2016

Good Bargain Reasonably Priced Excessively Priced
m2010 33% 5% 10%
#2012 35% 54% 11%
02014 29% 60% 1%
m 2016 26% 61% 13%
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Light Fund

Program Implementation

$26.8 million in 2018.

onto customers.

$902,684.

DPU Formula of 3.18%.

For Calendar Year 2018, the Concord Municipal Light Plant is projecting that it will have $28.6 million in
operating revenues and $25.9 million in operating expenditures.

For revenues, funds collected from the sale of electricity are expected to increase from $25.7 million in 2017 to

For expenditures, the primary cost is the power supply expense. From 2017 to 2018, it is forecast that the power
supply expense will increase from $19.0 million to $19.2million. Purchased power expense is passed directly

In 2018, the Light Plant is expected to have operating income of $2,658,802 and net income from operations of

For the calculation of the Return per DPU formula, the sum of net income from operations ($902,684) , Payment
in Lieu of Taxes ($461,000), Underground Surcharge ($419,174) and CARES Surcharge ($137,487) are added
together and divided by the previous year's Cost of Plant for Returns Calculation ($60,327,892) for Return Per

2018 Operating Revenues
Totaling $28,601,606

Provision for

Other
Rgte . Revenue Residential
Stabilization 30 Sales
3% 41%
Municipal
Sales
6%
Commercial
Sales
48%
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2018 Operating Expenditures
Totaling $25,942,802

Power Supply
Expense
74%

Transmission
& Distribution

Expense
3%
Depreciation iléigoummesr
Expense Admin Exbense
7% Expense 20/
12% 0
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Light Fund

OPERATING REVENUES

Source:

ending on September 30,2017; 2018 data is proposed.

Calendar Year: 2015 2016 2017 2018
Actual Actual Estimated Budgeted
Sales of Electricity
Residential Sales $11,427,849  $11,072,975 $ 11,558,670 $11,591,632
Commercial and Industrial Sales 13,447,261 13,064,292 12,531,860 13,540,960
Municipal Sales 1,816,560 1,658,274 1,628,617 1,707,770
Miscellaneous Sales 108,859 - -
Operating Revenues Billed Total  $26,800,529  $25,795,541  $ 25,719,147  $26,840,362
Net Change in Unbilled Revenues (293,056) (39,652) - -
Provision for Rate Stabilization (1,319,076) (868,274) 1,252,042 991,033
Electric Operating Revenues 25,188,397 24,887,615 26,971,189 27,831,395
Other Operating Revenues
Telecom Rental and Fiber Lease 112,021 64,050 64,050
Underground Surcharge 361,337 381,558 406,271 419,174
CARES Surcharge 125,177 125,177 130,000 137,487
Income from Merchandise and Jobbing 153,874 166,908 100,000 100,000
Other Miscellaneous Operating Revenue 30,846 3,805 49,500 49,500
Audit Adjustment (72,405)
Other Operating Revenue 671,234 717,064 749,821 770,211
Operating Revenues Total  $25,859,632  $25,604,679 $ 27,721,010 $28,601,606
OPERATING SALES (kWh)
Calendar Year: 2015 2016 2017 2018
Actual Actual Estimated Budgeted
Kilowatt-hours Sold:
Residential Sales 72,156,349 70,075,635 70,571,218 69,966,585
Commercial and Industrial Sales 88,323,302 86,266,031 84,613,493 83,888,529
Municipal Sales 11,868,467 10,715,536 10,567,850 10,477,291
Electric Sales Billed Total 172,348,118 167,057,202 165,752,561 164,332,405

2015 & 2016 data are actual data from audited financial statements; 2017 data is estimated from the year

Town of Concord — FY19 Proposed Enterprise Budget
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Light Fund

OPERATING EXPENSES ($)

Calendar Year:

Operating Accounts:
Power Supply Expense
Power Supply Expense
Audit Adjustment

Transmission & Subtrans. Expenses:
Operation
Maintenance

Distribution Expenses:
Operation
Maintenance
Audit Adjustment

Customer Accounts Expenses:
Supenision
Meter-reading Labor and Expenses
Billing, Collecting, & Assoc. Costs
Uncollectible Accounts
Customer Information Senices
Audit Adjustment

Administrative & General Expenses:
Electric Operations
Administrative & General Salaries
General Fund Senices
Office Supplies and Expense
Outside Senices Employed
Property Insurance
Employee Pensions & Group Ben.
Employee Training
Sick Leave/Vac. Leave/Holidays
Miscellaneous Expenses
Smart Grid Operations
Maintenance of General Plant
Audit Adjustment

Operating Accounts Subtotal

Depreciation Expense

Operating Expenses Total

Source:

64208

2015 2016 2017 2018
Actual Actual Estimated Budgeted
$17,188,829 $16,789,040 $ 19,042,840 $19,273,974
$17,188,829 $16,789,040 $ 19,042,840 $19,273,974

6,112 6,225 15,000 13,000
86,292 69,321 0 82,500
$ 92,404 $ 75545 $ 15,000 $ 95,500
200,020 194,911 203,500 204,000
712,678 551,377 457,500 385,500
7,187 6,743
$ 919,885 $ 753,031 $ 661,000 $ 589,500
36,145 30,561 35,000 40,000
19,416 22,158 20,000 20,000
187,794 235,440 200,000 200,000
(61) 17,183 5,000
295,735 103,570 408,480 691,256
3,867 700,654
$ 542,896 $ 1,109,566 $ 663,480 $ 956,256
903,065 977,715 1,000,860 1,105,842
394,670 412,907 420,000 430,500
75,699 92,241 80,000 80,000
141,212 141,017 142,000 86,000
48,923 44,291 55,000 50,000
635,091 661,190 680,000 628,347
79,756 72,195 60,000 61,000
444,398 465,737 410,000 422,000
29,376 231,375 54,200 55,000
13,604 17,002 11,000 11,000
205,164 200,028 206,500 206,500
65,140 (290,246)
$ 3,036,098 $ 3,025,452 $ 3,119,560 $ 3,136,189
$21,780,113 $21,752,634  $ 23,501,880 $24,051,419
$ 1,757,549 $ 1,758,435 $ 1,783,676 $ 1,891,383
$23,537,661 $23,511,070  $ 25,285,556  $ 25,942,802

ending on September 30,2017; 2018 data is proposed.

2015 & 2016 data are actual data from audited financial statements; 2017 data is estimated from the year

Town of Concord — FY19 Proposed Enterprise Budget
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Light Fund

AUTHORIZED POSITIONS

Code Position Title
Light Plant Operations
Director
Assistant Director
Power Supply & Rates Admin
Electrical Engineer
Financial Administrator
Civil Engineer
Customer Senice Admin
Energy Consenvation Coord.
Meter Supenisor
Utility Software Coordinator
Senior Eng. Technician
Engineering Technician
Office Accountant
Sr. Administrative Assistant
Sr. Account Clerk
Sr. Department Clerk
Line Supenisor
Lead Line Worker
Lineworker, Grade 1
Lineworker, Grade 2
Lineworker, Grade 3
Utility Electrician
Meter Technician
Master Mechanic
Crew Leader
Equipment/Line Operator
Building Maintenance Cust.
FTE Subtotal

Line Worker Stand-by Pay
Engineering Stand-by Pay
Salary Subtotal

Allowance for Salary Increases

517X Group Insurance:
Health, Life, Dental
Retirement
OPEB Contribution
Soc. Sec. & Medicare Tax
Clothing Allowance
Benefits Subtotal

Personnel Services Total

July 1, 2018 - June 30, 2018
Fiscal Year 2018

July 1, 2018 - June 30, 2019
Fiscal Year 2019

Grade  # Positions $ Amount # Positions $ Amount
EM-4 1 146,430 1 146,430
EM-3 1 122,199 1 122,199
EM-3 1 106,446 1 103,378
EM-2 1 106,715 1 106,715
MP-4 1 89,080 1 93,838
MP-3 1 87,168 1 87,168
MP-3 1 98,356 1 90,149
MP-3 1 90,438 1 90,438
EM-1 1 86,674 1 86,674
MP-2 1 69,150 1 69,150
MP-2 1 77,516 1 76,936
MP-1 1 67,339 1 67,339
MP-2 1 73,753 1 74,604
ACL-5 1 65,379 1 65,397
ACL-3 1.88 115,580 1.88 116,011
ACL-3 1 52,911 1 53,182
EL-6 1 104,880 1 104,881
EL-5 3 280,416 3 280,441
EL-4 3 267,012 3 263,570
EL-3 0 0 0 0
EL-2 2 118,814 2 118,642
EL-3 1 75,064 1 75,064
EL-2 1 64,480 1 65,418
TCL-5 1 73,268 1 73,268
TCL-5 1 68,325 1 68,403
TCL-4 1 58,902 1 58,903
TCL-2 1 53,447 1 53,662

31.88 $2,619,743 31.88 $2,611,860
1320 hrs. 48,783 1320 hrs. 48,326
31,320 31,320

2,699,845 2,691,506

104,474

280,000 308,000

403,508 423,095

10,478 15,509

40,000 42,500

3,600 3,600

737,586 792,704

$3,437,431 $3,588,684

Town of Concord — FY19 Proposed Enterprise Budget
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NET INCOME
Calendar Year: 2015 2016 2017 2018
Actual Actual Estimated Budgeted
Statement of Net Income
Operating Revenues $25,859,632 $25,604,679 $ 27,721,010 $28,601,606
Less Operating Expenses (23,537,661) (23,511,070) (25,285,556) (25,942,802)
Operating Income  $ 2,321,971  $ 2,093,609 $ 2,435454 $ 2,658,803
Non-Operating Revenues (Expenses)
Interest Income $ 37,816 $ 122500 $ 50,000 $ 50,000
Interest Expense (232,863) (207,918) (152,200) (130,125)
Other 29,192 31,255 (3,774) -
Non-Operating Income Subtotal $ (165,855) $ (54,073) $ (105,974) $  (80,125)
Net Income Before Other Financing $ 2,156,116 $ 2,039,536 $ 2,329,480 $ 2,578,678
Other Financing Financing (Uses)
Loss on Disposal of Capital Assets (145,877) (24,154)
Paymentin Lieu of Taxes (472,400) (465,500) (474,000) (461,000)
Provision for Rate Refund -
Subtotal $ (618,277) $ (489,654) $ (474,0000 $ (461,000)
Change in Net Position $ 1,537,839 $ 1,549,882 $ 1,855480 $ 2,117,678
Less
Bond & Notes Principal (797,500) (705,000) (667,500) (658,333)
Undground Surcharge (361,337) (381,558) (406,271) (419,174)
CARES Surcharge (125,177) (125,177) (130,000) (137,487)
Net Income from Operations 253,825 338,147 651,709 902,684
NET POSITION
Calendar Year: 2015 2016 2017 2018
Actual Actual Estimated Budgeted
Change in Net Position
Electricity Operations $ 1,537,839 $ 1,549,882 $ 1,855,480 $ 2,117,678
Telecommunication Operations (94,938) (90,592) 106,232 97,750
Change in Net Position 1,442,901 1,459,290 1,961,712 2,215,428
Net Position
Beginning of Year 43,890,161 45,333,062 46,792,352 48,754,064
End of Year 45,333,062 46,792,352 48,754,064 50,969,492

Town of Concord — FY19 Proposed Enterprise Budget
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RETURN ANALYSIS

Calendar Year: 2015 2016 2017 2018
Actual Actual Estimated Budgeted
Return per DPU Formula
Net Income from Operations 253,825 338,147 651,709 902,684
Payment in Lieu of Taxes 472,400 465,500 474,000 461,000
Underground Surcharge 361,337 381,558 406,271 419,174
CARES Surcharge 125,177 125,177 130,000 137,487
Return per DPU Formula 1,212,739 1,310,382 1,661,980 1,920,345
Cost of Plant
Cost of Plant (Year End) 59,268,832 60,327,892 64,233,513 64,578,987
Cost of Plan for Return Calculations 59,268,832 59,298,362 60,327,892 64,233,513

Return per DPU Formula Percentage

Return per DPU Formula 1,212,739 1,310,382 1,661,980 1,920,345
Cost of Plan for Return Calculations 59,268,832 59,298,362 60,327,892 64,233,513
DPU Return Percentage 2.16% 2.21% 2.80% 3.18%

Effective Return Percentage

Net Income from Operations 253,825 338,147 651,709 902,684
Cost of Plan for Return Calculations 59,268,832 59,298,362 60,327,892 64,233,513
Effective Return Percentage 0.45% 0.57% 1.10% 1.50%

Note: Return Percentages are calculated using the current year Return per DPU Formula and Effective Return,
respectively, divided by the previous year's Cost of Plan for Return Calculations.

Town of Concord — FY19 Proposed Enterprise Budget Page IlI-9



Light Fund /" Revenues and Expenditures |
DEBT SERVICE
FY16 FY17 FY18 FY19
Actual Actual Estimated Budgeted
Long Term Debt (Cash Basis):
Principal $767,500 $705,000 $662,500 $662,500
Interest 224,938 196,174 174,938 152,063
Totals $999,133 $901,174 $837,438 $814,563
Note: Debt Senice data is presented for fiscal years beginning July 1st and ending June 30th, since debt
issuance occurs with other Town issuances which are recorded on the fiscal year.
PAYMENTS TO THE GENERAL FUND
Town Fiscal Year Basis FY16 Fy17 FY18 FY19
Actual Actual Estimated Budgeted
Financial & Administrative Services:
Town Manager's Office $101,540 $98,286 $103,693 $103,454
Town Accountant 53,275 55,286 56,600 57,638
Treasurer-Collector 56,507 57,414 58,863 58,446
Finance Administration 44,597 46,905 50,702 48,517
Human Resouces 57,403 62,701 65,371 68,028
Town House Facilities 5,612 5,633 5,846 5,879
Subtotal 318,934 326,225 341,075 341,962
Natural Resource Protection:
Planning $10,627 $11,156 $11,463 $11,857
Natural Resources $20,556 $21,360 $21,740 $22,423
Subtotal $31,183 $32,516 $33,203 $34,280
Landscaping @ Substations:
Parks & Trees $7,225 $7,225 $7,225 $8,764
GIS Administrator:
CPW Engineering $2,967 $0 $0 $0
Adjustment (Fiscal to Calender Year) $34,361 $46,941 $38,497 $45,494
Total $394,670 $412,907 $420,000 $430,500
Calendar Year for General Fund Services 2015 2016 2017 2018
Paymentin Lieu of Taxes (PILOT) $472,400 $465,500 $474,000 $461,000
Calendar Year of PILOT Payment 2015 2016 2017 2018
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CMLP Debt Obligations '

$1,000,000

$900,000

$800,000

$700,000

$600,000
$500,000
$400,000
$300,000
$200,000

$100,000

$0

Fiscal

Year Principal Interest Total
FY16 767,500 224,938 992,438
FY17 705,000 196,174 901,174
FY18 662,500 174,938 837,438
FY19 662,500 152,063 814,563
FY20 650,000 129,375 779,375
Fy21 650,000 106,875 756,875
FY22 550,000 84,375 634,375
FY23 500,000 65,625 565,625
FY24 500,000 50,625 550,625
FY25 500,000 35,125 535,125
FY26 500,000 21,625 521,625
Fy27 300,000 7,500 307,500
Totals " $6,947,500 " $1,249,238 $9,195,871
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Light Fund

Concord Municipal Light Plant
kWhs Sold, Revenues, Expenses, and Operating Income
(2002-2016 Actual, 2017 Estimated, and 2018 Budgeted)

Calendar Year

2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017 Est
2018 Budget

kWhs Sold (Millions)

Operating i Operating - Operating
Residential  Commercial ~ Municipal Total Revenues Expenses Income
64 98 9 171 | 15,975,614 14,495,030 1,480,584
68 99 9 176 | 15,366,040 13,976,203 1,389,837
67 98 9 174 | 14,825,982 13,945,302 880,680
73 98 9 180 | 16,298,994 14,690,064 1,608,930
69 98 11 178 | 17,829,056 15,433,837 2,395,219
71 100 11 182 | 16,248,165 15,155,781 1,092,384
70 98 11 179 | 16,548,218 15,647,921 900,297
69 97 11 177 | 19,036,385 18,302,574 733,811
72 98 12 182 | 27,001,169 25,793,559 1,207,610
71 96 11 178 | 27,040,652 25,793,559 1,247,093
71 89 11 171 | 27,848,934 26,283,418 1,565,516
74 82 11 167 | 25,253,854 23,142,707 2,111,147
71 86 12 169 | 25,547,828 24,078,883 1,468,945
72 88 12 172 | 25,859,632 23,537,661 2,321,971
70 86 11 167 | 25,604,679 23,511,070 2,093,609
70 85 11 166 | 27,721,010 25,285,556 2,435,454
70 84 10 164 | 28,601,606 25,942,802 2,658,802

Note: Dues to a reclassification, operating revenues for 2015 to 2018 have been

slightly restated from previous budget book presentations.

Town of Concord — FY19 Proposed Enterprise Budget
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Light Fund
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Light Fund
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Light Fund
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Light Fund

Power Supply Portfolio

Since the Concord Municipal Light Plant does not generate electricity, CMLP must purchase power with
individual suppliers outside of Concord through purchase power agreements which specifies the pricing per
kilowatt hour that is used. One of CMLP’s objectives in the area of power supply is to purchase as much energy
from renewable sources as possible provided that economics are in line with conventional power supply options.

2017 Power Supply (%MWHh)

Granby Landfill

3% Saddleback Wind
3% New Bedford Landfill
Spruce Mtn Wind 2% Shell Energy
3% naturalgas
Brown Bear Hydro 24%

Niagra Hydro 3%

4%
Solar Projects
5%

1SO Energy
Purchases
16%

Exelon - natural gas
19%

RISE - natural gas
18%

Town of Concord — FY19 Proposed Enterprise Budget

In 2017, the power supply portfolio is
show in the graph to the left.
Seventy-seven percent (77%) of the
electricity that the Town used was
purchased from conventional
sources, primarily suppliers of
electricity generated from natural
gas. The remaining twenty-three
percent (23%) came from renewable
sources: seven percent (7%) from
hydro-electric, six percent (6%) from
wind generation, five percent (5%)
from solar panels, and five (5%) from
landfill methane gas generation.
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Light Fund — Telecommunications

Mission Statement

The mission of the Concord Municipal Light Plant
Telecommunications Division is to provide cost
effective reliable telecommunications services
which meets the current and future needs of our
customers. CMLP currently provides High Speed
Internet and dark fiber leasing.

Telecommunications Contents

Overview p. 17
Programs p. 18
Business Results and Plan P. 19
Revenues & Expenditures p. 20
Debt Schedule p. 21

NOTE: As a division of the Light Plant, Telecom operates on
a calendar year basis.

Telecommunications Highlights

¢ In 2017 Concord Town Meeting authorized CMLP to
borrow an additional $1,000,000 to fund the capital
expenses associated with continued expansion of
commercial and residential Internet services.

¢ In March 2014, High Speed Internet service was made
available to both commercial and residential customers
of CMLP.

e Over 1000 High Speed Internet customers were
connected by January 2018, An increase of over 300
since December 2016. The 2017 plan assumes growth
to about 1300 customers by year end 2018

¢ In 2017 CMLP completed major technology upgrades
which enables support for up to 3000 customers. V

Operating and Net Income Summary Description
2015 Actuall 2016 Actual . 2017 2018( | The _CMLP TeIecommumpatmns Division
Estimated Budgeted| | provides telecommunication services to
Operating the electric utility, supports the Town'’s
Income $ 357,013| $ 571,690 $ 754,492 $ 976,500 municipal operations and offers High
Operating Speed Internet service to Concord
Expense $ (449,061)|$ (653,249)|$ (639,566)|$ (872,250)| | residents and businesses.
Net Position |$ (324.157)|$ (414,749)|$ (308517)|$ (210,767)|| N 2016, the Telecommunications
Division staff was managed by the CIO

I Town Manager I

| cMLP Light Board *

|-————-| CMLP Director I

and included a a Telecommunications
Coordinator, and three Telecomm
Technicians. The CIO also manages the
Town’s Information Technology
Department. In 2018, a Network Engineer
has been added to the staff. The

Senior Administrative Assistant

|_

Telecom
Chief Information Officer

Management
Power Supply and Rates Admin
Customer Services Administrator
Energy Conservation Coordinator
Customer Service Admins (3)

Engineer is under contract to provide
support to Bedford as well as Concord.

This management structure benefits both

Telecom Coordinator

the Town’s municipal operations and

Telecom Network Engineer
Telecom Network Technician

Financial Administrator

Office Accountant
Senior Account Clerk

Business Administration

Utility Software Coordinator

CMLP’s electrical operations with access
to in-house networking resources.

Business Administration and Customer
Service for the Telecommunications

| Assistant Director

Projects & Program Administrator

|_

Division is shared with Electric
operations. Engineering and Line
Operations also performs some of the
outside plant management.

Design & Engineering
Electrical Engineer
Civil Engineer
Senior Engineering Technician
Engineering Technician

Inventory & Maintenance
Coordinator

Line Operations
Line Supervisor
Lead Line Worker (3)
Line Worker (6)
Master Mechanic
Crew Leader
Equipment Operator

Meter Operations
Meter Supervisor
Meter Technician
Utility Electrician

Town of Concord — FY19 Proposed Enterprise Budget

24x7 first Level Broadband Support is
provided through a contracted Help Desk.
Other contracts provide the Division with
installation, emergency restoration, and
network performance monitoring. Billing
and account management are integrated
with Electric Utility billing.
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Telecommunications Business Results

2017 was another year of strong, steady growth for the broadband business. Revenue from residential and
business subscribers grew by 39% and the number of subscribers grew to over 1000. Average monthly revenue
was up 34 percent. 2017 Revenue grew 38% overall and exceeded the budget forecast by 6% which was about
$42,000. Operating Expenses, remained level in 2017 and installations expenses, driven by new subscriptions,
were also about the same as 2017, both were in line with the business model. Overall growth in subscribers
continued to be steady. Demand for the service is still strong, in 2017 an average of 23 new subscribers were
added each month vs. 26 per month in 2016. CMLP will continue to address demand in a controlled way,
balancing initial installation cost to achieve growth that remains within the funding plan.

Revenue comes from the following activities:

- One-time installation fees of the fiber optic service to homes and business.
- Monthly fees for High Speed Internet Service

- Monthly fees for private data services.

Telecommunications Programs

The Light Plant, Town Government and the other Town enterprises need to have access to high quality
telecommunications. Public Safety, Education and Administration are all increasingly dependent on data and
data communications. The Light Plant’s investment in fiber laid the foundation for a number projects which
contribute to efficient and effective operations. The Telecommunication Division provides the necessary
operational capability to utilize the fiber network. There are three main program areas.

Broadband Services (Details at: http://www.concordma.gov/broadband)

The 2013 Annual Town Meeting approved a borrowing authorization which enabled CMLP to finance the startup
and initial capital costs of retail broadband telecommunication services. Telecommunications revenue is used to
repay the expenses and the debt service. As the broadband operating revenue grows it helps to reduce the
burden on the electric operations of maintaining the fiber network. The 2017 plan continues to repay the intra-
fund loan recorded within the Light Plant’'s operations. An additional $1 million in borrowing was authorized by
the 2017 Town Meeting. This authorization enables continued growth in new service connections.

CMLP offers High Speed Internet to residential and business customers. CMLP also provides Internet and
private data services for Town’s operations. By providing a fiber optic based internet service, CMLP is filling a
gap in the service available to the community while generating revenue to help pay for the fiber investment and
the telecommunications staff. Customer interest and satisfaction are both high.

Smart Grid Infrastructure

CMLP’s Smart Grid Infrastructure supports the distribution of electricity to customers. Advanced meters, load
control, and customer engagement applications have been deployed. The Telecommunications Division deploys
and maintains this network. The network contains over 800 devices capable of real time communications with
our customers throughout the service area.

The fiber network is also being leveraged to support the Water and Sewer enterprises as well. Command and
control of this important infrastructure is more reliable, comprehensive and secure as a result the use of fiber.

Municipal Operations Support:

The telecommunications needs of Town Departments is constantly evolving. Separately, neither the Town or the
Light Plant could realistically afford to have in-house resources to help meet the requirements. The resulting
dependency on vendors and suppliers would be costly and responsiveness would also be reduced. The costs of
for providing municipal support for the data and voice network are recovered by the Telecommunication Division
through labor sharing agreements that benefit both the Town and the Light Plant. Management by the CIO
enables effective coordination and given the close interrelationship between Information Technology and
Telecommunications. In 2018 CMLP is extending this municipal cooperation to include the Town of Bedford.
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http://www.concordma.gov/broadband

2016 Broadband Service Growth Results

As of March 2018 the Broadband services had been available for four years. In that time subscriptions and
monthly revenue have grown steadily. Residential growth has been the most consistent, slowing only during the
winter when fiber optic installations are limited due to the weather. The 2017 CMLP survey indicated that 86% of
customers are satisfied with Concord Light Broadband and 90% indicated that would recommend the service.

Concord Light Broadband

Annual Billing
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