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Capital Improvement Program



Capital Improvement Program

FY24 FY25 FY26 FY27 FY28 FY24-28
Projected Expenditures excl. Metro Tunnel S$327.3 S318.1 $299.7 S321.7 $300.1 | S1,566.8
Metropolitan Tunnel S15.6 S15.3 S$19.2 S18.4 S73.0 S141.3
T I/l Program (41.7) (36.7) (26.5) (27.3) (34.1) (166.3)
= Water Loan Program (15.2) (11.2) (5.0) (2.6) 8.6 (25.4)
) MWRA Spending $286.0 $285.4 $287.3 $310.2 $3475 | $1,516.5
E Contingency 18.2 18.6 19.5 21.3 27.9 105.6
E Inflation on Unawarded Construction 3.3 7.9 12.8 21.0 32.0 76.9
Chicopee Valley Agueduct Projects (0.3) (0.3) 0.0 0.0 0.0 (0.6)
Projected Spending before Adjustment $307.2 $311.7 $319.5 $352.5 $4075 | $1,698.4
Spend Rate Adjustment (25%)* (76.8) (77.9) (79.9) (88.1) (101.9) (424.6)
FY24 Proposed FY24-28 Spending $230.4 $233.8 $239.7 $264.3 $305.6 | $1,273.8

*Based on historical underspending FY04-FY22 excluding community loan programs




ADVISORY BOARD

Capital Improvement Program

PFY24 Comments & Recommendations

The Advisory Board remains committed
to reducing the levels of CIP
underspending and will work with the
Authority to analyze, and respond to,
trends following the implementation of
the 25% Spend Rate Adjustment.
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ADVISORY BOARD

CSOs

PFY24 Comments & Recommendations

The Advisory Board, remains qguided by its long-
standing principle of "environmentally sound and
ratepayer equitable,” and cannot endorse a plan

that can only produce environmental benefits
through placing significant financial burdens on
ratepayers.



Policy



e Co-Permittees

*New climate change planning requirements
sImpacts on MWRA and communities
*Long-term capital project obligations
*Accelerated planning efforts

Ambiguities in permit terms

*Continuous planning cycle burden



NPDES

The Advisory Board remains steadfast in its commitment to
minimize the adverse impacts of any language designating
MWRA wastewater communities as co-permittees. It aims to
prevent any modifications or irreparable harm to the valuable
and delicate relationship between the MWRA and its member
communities. The Advisory Board strongly encourages the MWRA
to actively participate in all necessary efforts to safequard this
shared objective.



System Expansion
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System Expansion

The Advisory Board recommends that the MWRA work
collaboratively with the Advisory Board to identify additional
funding from each of the stakeholders in the system expansion
process — the federal government, the Commonwealth of
Massachusetts, and the communities seeking to join the MWRA
waterworks system.



Current Expense Budget



Targeted Advisory Board RRR

FY23 Approved

FY24 Proposed

Rate Revenue

814,648,000

842,545,600

3.42%

Year Proposed Approved

FY19 | 3.91% 3.07%
FY20 | 3.74% 3.07%
FY21 | 3.62% 1.00%
FY22 | 3.59% 2.94%
FY23 | 3.42% 2.85%
FY24 | 3.42% 2.42%




Dunphy Shee

2.42% Combined

IMPACTS ON RATE REVENUE REQUIREMENT Amount
Final FY2023 RRR S 814,648,000 3 840/ W t
Proposed FY2024 RRR S 842,545,600 e 0 a e r
MWRA Proposed FY24 RRR Increase 3.42%
AB Recommendations $ (8,188,819) 1 64(y Sewe r
’ r . o
FY2024 RRR, less changes S 834,356,781
Advisory Board Recommended FY24 RRR Increase 2.42%
IMPACTS ON EXPENDITURES Amount Description
MWRA ADVISORY BOARD RECOMMENDATIONS FOR FY24 CEB
Water| $ (4,100,000)
Sewer| $ (2,050,000)
Debt Service Assistance| S (1,187,297)
Subtotal AB Recommendations| $ (7,337,297)

ANTICIPATED ADJUSTMENTS TO PROPOSED FY24 CEB

Direct & Indirect Cost Changes

Water Spring Revisits| S 3,613,906
Sewer Spring Revisits| $ (5,040,340)
Subtotal of Changesto Operating Costs| $ (1,426,434)

OPERATING RESERVE REQUIREMENT ADJUSTMENT

Updated based on applicable adjustments; applies only to direct and indirect costs (revenue

Operating Reserve Requirement 574,912
P & g 2 ! notincluded)

NET CHANGES TO PROPOSED FY24 CEB| $ (8,188,819)




Draft Final Budget Adjustments

Budget Water Sewer Combined

Original o . .
orvoa | 3.90% | 3.10% 3.42%

Draft Final o , ;
Vs 5.34% | 2.30% 3.38%

Advisory
Board C&R

3.84% 1.64% 2.42%




Spring Revisits

Water

Wages & Salaries S 1,964,098
Senior Debt S 1,433,709
Maintenance S 1,373,324
Watershed S 1,172,733
Subordinate Debt S 792,864
Fringe Benefits S 167,663
Chemicals S 146,410
Overtime S 52,701
Professional Services S 21,644
Other Services S 9,817
Other Materials S (30,152)
Optional Debt Prepayment S (39,758)
Insurance S (68,242)
Utilities $ (1,221,539)
SRF $ (2,161,366)

Subtotal of Changes| $ 3,613,906

Sewer

Wages & Salaries S 3,018,719
Maintenance S 679,845
Other Services S 583,852
Subordinate Debt S 374,616
Fringe Benefits S 289,874
Professional Services S 236,005
Overtime S 99,304
HEEC S 55,209
Other Materials S (112,141)
Insurance S (131,758)
Chemicals S (217,693)
Utilities $ (812,262)
Optional Debt Prepayment S (1,960,242)
SRF $ (2,161,367)
Senior Debt S (4,982,301)

Subtotal of Changes| $ (5,040,340)




Spring Revisits

PFY24 Comments & Recommendations

Anticipated Spring Revisit item totals of:
Water: $3,613,906 Sewer: S-5,040,340

(totals exclude Debt Service Assistance and
adjustments to Operating Reserve)



Debt Service Assistance

e S$1,187,297 in Debt Service Assistance
$115,168 Water
$1,072,129 Sewer




Debt Service Assistance

PFY24 Comments & Recommendations

/.

Continuation of the Advisory Board’s “Pay

it Forward” Principle, applying FY23 Debt

Service Assistance towards FY24 Budget.
Water: S115,168 Sewer: S1,072,129



Personnel

Proposed Fiscal Year 2024

Personnel Expenses Summary

($s)
Line Item/Description Final FY23 Proposed FY24 A (Ss) 4 (%)
Regular Pay $117,057,267 $121,095,606 $4,038,339 34%
Regular wages and salaries for full- and part-time employees.
Other Pay 1,923,422 1,999,823 76,401 4.0%

Includes shift differential, holiday pay, temporary employees, interns/co-ops, and stand by pay.

Wages and Salaries Subtotal 118,980,689 123,095,429 4,114,740 3.5%
Fringe Benefits 23,961,641 25,365,846 1,404,205 5.9%
Includes health insurance, dental insurance, Medicare, and all other fringe benefits.

Overtime 5,337,896 5,575,588 237,692 4.5%
For planned maintenance, emergency, and coverage.

Workers' Compensation 2,519,751 2,144,395 -375,356 -14.9%

Includes compensation payments, medical payments, and other related costs.

TOTALPERSONNEL EXPENSES

$150,799,977

$156,181,258

$5,381,281



Personnel

111 fewer FTE’s through April 2023 (1,056 versus 1,167)

* $10.1 million wages & salaries underspending (April 2023)
* Advisory Board staffing study recommendation from FY23

* PFY24 funded with vacancy rate of $2.7 million



Personnel

PFY24 Comments & Recommendations

Adjustment of proposed vacancy rate:
Water: S750,000 Sewer: S500,000



Watershed

Watershed Reimbursement

Categories FYa3 FYa4 A (Ss) A (%)
Budget Proposed Draft
Operating Expenses $19,987,471 520,432,594 $445,123 2.2%
Debt Service 0 0 SO =
Payment in Lieu of Taxes (PILOT) 8,903,291 8,900,000 (3,291) 0.0%
SUBTOTAL (Expenses) $28,890,762 $29,332,594 $441,832 1.5%
Revenue 1,210,000 1,020,000 -190,000 -15.7%
TOTAL (Revenue Deducted) $27,680,762 $28,312,594 $631,832 2.3%
Proposed Watershed Capital Budget
Capital Projects 1,020,000 1,010,000 (10,000) -1.0%
TOTAL $28,700,762 $29,322,594 $621,832 2.2%




ADVISORY BOARD

Watershed

PFY24 Comments & Recommendations

Therefore, the Advisory Board recommends
reducing the Watershed Reimbursement line item
by $500,000 to account for the assumption of the

carryover of surplus from FY23 to FY24.



Watersheao

PFY24 Comments & Recommendations

The Advisory Board recommends that the MWRA
take any and all actions needed to ensure that the
Division of Water Supply Protection’s active forestry
management program is restarted and is exempted
from the statewide forestry moratorium.



Sludge Pelletization

Sludge Pelletization FY22-PFY25

FY15
FY16
FY17
FY18
FY19
FY20
FY21
FY22
FY23
PFY24
PFY25

W
o
W
(9)]

$10

W
(MY
(9)]

$20 $25 $30 $35



Sludge Pelletization

PFY24 Comments & Recommendations

With no new bans on the application in biosolids in
effect yet, the Advisory Board recommends a
reduction of 51,550,000 to the Sludge Pelletization
line item.



Pension

Proposed Fiscal Year 2024

Indirect Expenses Summary

(%s)
Line Item/Description Final FY23 Proposed FY24 A (5s) 4 (%)

Pension $12,555,203 $15,972,805 $3,417,602 27.2%
Scheduled updated contribution to retirement fund.
Post-Employment Benefits/Additional Pension Deposit 4,754,061 2,849,365 -1,904,696 -40.1%
All other benefits for retirees (e.g. health insurance).
Insurance 3,916,002 4,265,380 349,378 8.9%
Insurance and payments/claims.
Mitigation Payments 1,735,694 1,779,086 43,392 25%
Mitigation payments to Quincy and Winthrop.
HEEC Payments 6,225,566 7,445,441 1,219,875 19.6%
Cross harbor cable to Deer Island (includes both debt service and O&M com ponents).
Watershed Reimbursements 28,890,762 29,332,594 441,832 15%
Supports the operations and related costs of the state's Department of Conservation and Recreation, Office of Watershed Management.
Additions to Reserves 2,418,453 6,884,074 4,465,621 184.6%

1/6th of all planned Operating Expenses.

TOTAL INDIRECT EXPENSES

$60,495,741

$68,528,745

$8,033,004



Pension

Pension and OPEB Contributions FY22-FY33
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Pension

January 1, 2022 unfunded N
actuarial accrued liability: $82 O million

January 1, 2023 unfunded N
actuarial accrued liability: $884 million

(before assumption and/or plan changes)



Pension

Funding Schedule Adopted May 10, 2023

Appropriations increase 14.20% per year, fully funded by June 30, 2030
(5)

(4) Total Unfunded
Actuarially Actuarial Accrued (6)
(1) (2) (3) Determined Liability at Percent Increase in
Fiscal Year Ended Employer Amortization of Contribution (ADC): Beginning of Fiscal ADC Over Prior
June 30 Normal Cost Unfunded Liability (2) + (3) Year Year

2024 $4,226,368 $9,841,737 $14,068,105 $94,177,033 - -

2025 4,375,542 11,690,234 16,065,776 90,154,431 14.20%
2026 4,529,898 13,817,218 18,347,116 83,878,227 14.20%
2027 4,689,613 16,262,793 20,952,406 74,895,219 14.20%
2028 4,854,870 19,072,778 23,927,648 62,678,063 14.20%
2029 5,025,861 22,299,513 27,325,374 46,614,050 14.20%
2030 5,202,782 25,992,240 31,195,022 25,992,240 14.16%
2031 5,385,834 0 5,385,834 0 -82.73%
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ADVISORY BOARD

Pension

T e

July 2008: MWRA adopts
“two sides of the same coin”

Transfer of $13,691,514 (from FY08 and FY09)
OPEB to Pension




Pension

PFY23 Comments & Recommendations

Consistent with the "two sides of the same coin" approach
endorsed by the MWRA Board of Directors, and in line with
previous MWRA policies (including in PFY24), the Authority
should shift all water and sewer OPEB contributions PFY24
CEB to the pension line item and continue to do so until
"irtual full funding" level is achieved (95%-105%).



Pension

Pension and OPEB Contributions FY22-FY33
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Pension

Pension and OPEB Contributions FY22-FY33
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Pension

PFY23 Comments & Recommendations

The Authority should not move away the Advisory Board
recommendation on shifting all OPEB contributions to
pension without extending out the current pension funding
schedule provided it doesn’t dramatically impact the CEB
Rate Revenue Requirement.



Capital Finance

Proposed Fiscal Year 2024

Capital Financing Summary

(s milions)
Line Itemy/Description Final FY23 Proposed FY24 A (Ss) A %)
Senior Debt Service $302.17 $301.17 -51.00 -0.3%
Subordinate Debt Service 7549 68.76 -6.73 -8.9%
SRF Debt Service 96.34 95.12 -1.22 -1.3%
TOTAL DEBT SERVICE 474.00 465.05 -8.95 -1.9%
Water Pipeline Commercial Paper | 6.23 | 7177 | 1.54 | 24.7%

Debt service supporting $25 million/year for the Local Water Pipeline Improvement and Local Water System Assistance Loan Programs

Current Revenue/Capital | 18.20 | 19.20 | 1.00 | 5.5%

Amount of current revenue used to fund ongoing capital projects and to meet coverage requirements

CORE Fund Deposit | - | - | - | -

The CORE Fund is is no longer required, per revisions to the bond resolution

Capital Lease | 3.22 | 322 | 0.00| 0.0%

Chelsea facility lease payment

Debt Prepayment 5.50 6.00 0.00 0.0%

Advance payment to Commonwealth on watershed related debt

TOTAL OTHER CAPITAL EXPENSES 33.15 36.19 3.04 9.2%

Debt Service Assistance (offset) -1.18| 0.00 | 1.18| -100.0%

The state-wide program providing assistance with wastewater debt service is not assumed in the Commonwealth's FY17 budget.

TOTAL

CAPITALFINANCING EXPENSES




Capital Finance

PFY23 Comments & Recommendations

The Advisory Board strongly advocates for prioritizing
defeasance towards water debt service expenses in the
upcoming fiscal year (FY24). This targeted approach aims
to address the specific financial demands and optimize the
MWRA's financial position.



Capital Finance

PFY23 Comments & Recommendations

Taking into account the projected availability of surplus
funds for defeasance, the Advisory Board recommends
allocating 52,850,000 towards targeting water defeasance
in the final FY2024 operating budget.



FY24 Budget Review Recap

* Spring Revisits

e Debt Service Assistance
* Sludge Pelletization

* MWRA personnel/vacancy rate

 Watershed
e Capital Finance

2.42%

Budget Water Sewer  Combined
Original PFY24 3.90% 3.10% 3.42%
Draft Final FY24 5.34% 2.30% 3.38%
Advisory Board C&R 3.84% 1.64% 2.42%




Massachusetts Water Resources Authority

MWRA Fiscal Year 2024
Current Expense Budget
Development Update

May 24, 2023

AF 1.B
05/24/2023



FY24 CEB - Largest Changes from the Spring Revisit

Direct Expenses Indirect Expenses
 Wages & Salaries * Watershed Reimbursement
* Chemicals

e Utilities

e Maintenance

e QOther Services



FY24 CEB - Largest Changes from the Spring Revisit

Debt Service Revenue
e SRF * |[nvestment Income
e Senior Debt

Subordinate Debt
Debt Service Assistance

e Defeasance



FY24 CEB

Advisory Board

 Cooperation throughout the budget process

e Staff will develop formal responses to the Advisory
Board’s comments and recommendations

o Staff will be back in June with a Draft Final
recommendation



FY24 CEB

Thank You!
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