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Overview of Rate Study
• Purpose of Rate Study

› Ensure long term financial sustainability and viability for the Town of 
Manchester Water & Sewer Department (Department)

› Analyze impacts of rate changes to revenue and customers

• Current Industry Trends and Challenges
› Water rates across the country have increased by 5% per year, on average, 

over the past two decades
› Sewer rates across the country have increased by 6% per year, on average, 

over the past two decades
› Inflationary impacts, aging infrastructure, and declining consumption are 

some of the biggest challenges impacting utilities throughout the country
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Rate Increase History Water Sewer
FY 2009 3.5% 8.0%
FY 2010 5.0% 8.0%
FY 2011 5.5% 8.0%
FY 2012 5.0% 8.0%
FY 2013 5.0% 8.0%
FY 2014 1.5% 1.5%
FY 2015 5.0% 6.0%
FY 2016 3.0% 6.0%
FY 2017 2.0% 6.0%
FY 2018 1.5% 2.0%
FY 2019 0.0% 2.5%
FY 2020 0.0% 2.0%
FY 2021 2.0% 3.5%
FY 2022 1.5% 2.0%
FY 2023 5.0% 5.0%
FY 2024 8.0% 8.0%

Average (16-year) 3.34% 5.28%3



Financial 
Plan
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EXPENSES
• O&M
• Budget & Inflation
• Capital (Cash & 

Debt)

REVENUE
• Operating
• Non-Operating
• Growth/Decline

FINANCIAL 
POLICIES

• Reserve Targets
• Debt Management

Revenue Adjustment Schedule
Multi-Year Long-Term Financial Plan

Financial Plan 
models yearly cash 
flow and reserve 
balances



Financial Planning Process
• The Raftelis team held multiple workshops with the Department to 

analyze multiple financial planning model scenarios
• Various models were analyzed by manipulating:

› Operating expenses 
› Capital improvements projects
› Revenue assumptions

• The financial plans as presented on the following slides are a culmination 
of ensuring financial sufficiency for the water and sewer funds, while 
minimizing impacts to customers to the greatest extent possible
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Water Financial 
Plan



Water Fund Overview
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• Revenue Requirements are projected to increase by 13.2% from FY 2024 to FY 2025 due to large cash funded capital expenditures. Revenue 
Requirements are projected to increase by 0.6%, on average, throughout the remainder of the forecast period

• From FY 2024 to FY 2029, the Department is expected to spend, on average, $4,200,000 annually on capital improvements for the water system
› A significant portion of that is the Water Meter and Reading System Redevelopment, Charter Oak Improvements, and 

Infrastructure Improvements

• Existing organizational and staffing levels have been assumed, but should be evaluated to ensure the appropriate level of service is provided

• Retained earnings (Cash Reserves) are expected to approach $0 by the end of FY 2028 without rate increases
› Rate increases are needed in FY 2025 to ensure future financial sufficiency and viability



Projected Water 
Cash Flow with No 
Rate Increases

*PAYGO = cash 
funded capital
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Projected 
Water 
Reserve 
Fund Balance 
with No Rate 
Increases
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Recommended Water Rate Increases
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• In order to ensure financial sufficiency, the water fund requires the 
following rate increases:

• Assumes an increase in private fire protection charges as well
• Alternative rate structures are an option, and will result in varying 

customer impacts

FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Volumetric Rate 8.0% 8.0% 8.0% 5.0% 3.0%

Meter Charge 8.0% 8.0% 8.0% 5.0% 3.0%



Projected 
Water Cash 
Flow with 
Recommended 
Rate Increases
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Projected 
Water 
Reserve Fund 
Balance with 
Recommended 
Rate Increases
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Sewer Financial 
Plan



Sewer Fund Overview
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• Revenue Requirements are projected to increase by 4.8% from FY 2024 to FY 2025, largely due to an increase in cash funded capital 
expenditures. Revenue Requirements are projected to increase by 1.2%, on average, throughout the remainder of the forecast period

• From FY 2024 to FY 2029, the Department is expected to spend, on average, $2,305,000 annually on capital improvements for the 
sewer system

› A significant portion of that is the Water Meter and Reading System Redevelopment, and Infrastructure Improvements

• Existing organizational and staffing levels have been assumed, but should be evaluated to ensure the appropriate level of service is 
provided

• Retained earnings (Cash Reserves) are expected to approach $0 by the end of FY 2025 without rate increases
› Rate increases are needed in FY 2025 to ensure future financial sufficiency and viability



Projected Sewer 
Cash Flow with No 
Rate Increases

*PAYGO = cash 
funded capital
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Projected 
Sewer 
Reserve 
Fund Balance 
with No Rate 
Increases
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Recommended Sewer Rate Increases
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• In order to ensure financial sufficiency, the sewer fund requires the 
following rate increases:

• The model and financial plan takes into consideration the merging 
of the 8th Utilities District

• Alternative rate structures have been analyzed and will result in 
varying customer impacts compared to across-the-board revenue 
increases

FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Volumetric Rate 8.0% 3.0% 3.0% 3.0% 3.0%



Projected 
Sewer Cash 
Flow with 
Recommended 
Rate Increases
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Projected 
Sewer 
Reserve Fund 
Balance with 
Recommended 
Rate Increases
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Projected Rates & 
Customer Impacts



Projected Rates Through FY 2029
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Projected Fire Protection Rates Through FY 2029
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Typical-Volume 
Household
–  18 Ccf/Quarter; 5/8” Meter
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Alternative Rate 
Design & 

Customer Impacts



Alternative Rate Design

• Implement an inclining block rate 
structure for small metered users

› Provides a lower per unit (Ccf) 
price for an essential amount of 
usage

› Incentivizes the efficient use of the 
Town’s resources

• Implement a sewer minimum 
charge by meter size, similar to the 
water fund

› Enhances revenue stability during 
low consumption years
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Low-Volume 
Household
–  8 Ccf/Quarter; 5/8” Meter
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• Alternative Structure: Implement 
inclining block rate structure for small 
metered water usage; Implement 
sewer minimum charge 



Typical-Volume 
Household
–  18 Ccf/Quarter; 5/8” Meter
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• Alternative Structure: Implement 
inclining block rate structure for small 
metered water usage; Implement 
sewer minimum charge 



High-Volume 
Household
–  30 Ccf/Quarter; 5/8” Meter
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• Alternative Structure: Implement 
inclining block rate structure for small 
metered water usage; Implement 
sewer minimum charge 



Average-Volume 
Large Customer
–  150 Ccf/Quarter; 3” Meter
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• Alternative Structure: Implement 
inclining block rate structure for small 
metered water usage; Implement 
sewer minimum charge 



Primary Considerations for the Town
• Adopt formal financial policies

› Industry best practice, and creates more stability and predictability in annual 
financial positions

• Assess organizational structure and staffing levels for both water and 
sewer

› This will ensure that both funds are adequately staffed and working optimally 
in order to maintain a high quality of service for all customers with regard to 
operations and customer service

• Ensure billing system and processes are optimized
› Maintaining customer trust is of the highest priority. In addition to quality of 

direct service, ensuring customers are receiving accurate and 
understandable bills will help achieve this

– This could include an assessment of the overall accuracy of the billing system, 
as well as considerations for a bill redesign to lessen confusion and enhance 
customer understanding. 
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Secondary Considerations for the Town 
• Consider increasing or implementing water and sewer miscellaneous fees to 

align with the cost of service associated with the fee assessed
› Real estate closing fee, hydrant meter fee, meter spacer fee, turn off/on fee during 

business hours, meter testing fee, and water quality and lab test fee
• Assess opportunities to enhance the Town’s customer facing policies and 

programs
› Leak forgiveness program (typically one-time)
› A revised pool abatement program
› Paperless billing
› Review and update the Town’s existing collections policy

• Consider moving to monthly billing for all customers
› Monthly bills are smaller, and more affordable and in sync with typical household 

salary paydays and budgets
› Sends price signal to customer sooner after the customer uses water and sewer 

service
› Enhances the Department’s cashflow by having more frequent collections

• Consider implementing an affordability program
› Examples include bill discounts, capped bills, write-offs, lifeline rates, conservation 

assistance, leak detection and repair, and winter shutoff prohibitions31



What’s
Next?

Step 1: Receive feedback from Board

Step 2: Finalize rate recommendations for FY 2025

Step 3: Communicate and implement rate recommendations 

Step 4: Update financial planning model annually 
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Thank you!
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