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Receipt of Debt Service Assistance of about $1.27 million, which we thank the House and Senate for making

possible

Reduction of the Watershed Reimbursement line item of $761,000 

May 14, 2021

Dear Members of the MWRA Advisory Board Community,

As the Authority transmitted the FY21 Current Expense Budget to us in February 2020, we began to lay out our FY21

budget review process. Did their projections meet our “4 No More” challenge? How can we achieve our “2.4% by ‘24”

long-term goal? What was the best way to ensure sustainable and predictable rates moving forward?

When the pandemic hit the United States in March 2020, these questions and approaches were put to one side. In the

uncertainty of the following days, weeks, and months, both the MWRA’s and the Advisory Board’s approach for

sustainable and predictable rates for our communities took a backseat to helping our communities survive. 

Working with the MWRA and our Executive Committee, we developed an approach that potentially allowed

communities no net increase in total dollars paid to the MWRA from FY20 to FY21. We did this by further paring the

MWRA’s proposed budget and reducing the assessment increase to 1%. In addition, we offered communities deferrals

on their annual I/I, water, and lead line pipe replacement loan repayments to the MWRA.

One year later, there is finally a glimmer of light at the end of this very dark tunnel. Is the time right to pivot back to our

sustainable and predictable increases? Is “4 No More” still a reality? “Can we actually achieve “2.4% by ’24”?

For our review of the FY22 Capital Improvement Program (CIP) and Current Expense Budget (CEB), we believe that it

is time to return to our traditional review process and focus on sustainable and predictable increases. The reality of “2.4

by ’24” may not be achievable as the long-term consequences of the pandemic become apparent, but the goal of

inching increases toward the 2.4% range is still a primary focus for the Advisory Board. 

 

This past year also underscored that assessment increases do not impact our communities equally. Water assessments

are far more vulnerable to larger increases and can swing dramatically with changes in water use. 

 

Our recommendation for FY22 is for a 2.95% increase — a 17.6% reduction from the MWRA’s proposed 3.58%

increase. Areas we identified include:

At the time of this writing, there are still many unknowns that could provide benefits including how communities and

the MWRA can maximize reimbursements from the American Rescue Plan Act (ARPA). Under the CARES Act, the

MWRA is submitting $815,305.74 for reimbursement from FEMA for eligible COVID expenses. 

Will there be a federal Infrastructure Stimulus Bill? As proposed, President Biden’s American Jobs Plan contains $111

billion for clean water and drinking water infrastructure. What will this level be in any final legislation that passes, and

how will it benefit the MWRA and our communities?

In closing, we’d like to give a major shout out to our communities and to the MWRA through arguably the worst and

most difficult year ever, where you still managed to perform your duties. Water still reached the tap, and wastewater

was processed. Pipes were fixed and projects completed. Despite the challenges, you continued to provide your

critical services to our ratepayers, and for that, we thank you. 

FY 2022 Comments & Recommendations
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Current Expense Budget (CEB) & Capital Improvements Program (CIP)

Introduction
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FY 2022 CEB OVERVIEW

Recommendation: The Advisory Board recommends reducing the FY22 Rate Revenue

Requirement by $4,793,940 resulting in a combined wholesale assessment increase of

2.95%



Bargaining unit step increases

Increases to the leave balance accrual and other payroll reserves

Hiring of additional staff

The PFY22 budget contains $117.6 million for Wages & Salaries — an increase of 4.2% or $4.7 million. Increases

include:

The PFY22 budget includes 1,167 FTEs, up from 1,163 in FY21. Three of the additional FTEs are for the Metropolitan

Tunnel Redundancy capital project, bringing that unit’s staff to a total of 16 FTEs, The fourth addition of one position is

to the Occupational Health and Safety unit.

Through March of FY21, wages and salaries were reported under budget by $4.1 million or 5.0%. This includes 24 fewer

average FTEs than the budgeted 1,163 for FY21.

Direct Costs
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Personnel

The Advisory Board expects the MWRA to propose a decrease of $933,511 in the

“Wages and Salaries” category of expenses in its final FY22 CEB.

Recommendation: Due to the lag time inherent in backfilling vacancies, the Advisory

Board recommends that the Authority adjusts its attrition/vacancy rate assumptions

by $250,000 (includes associated fringe benefits).



In recent years, staffing levels at the Department of Conservation and Recreation’s (DCR’s) Division of Water Supply

Protection (DWSP) have trended below budgeted levels. DWSP’s budget includes 150 FTEs, but as of April 2020

there were only 134 filled positions. The FY21 year-to-date average is 133.2 filled positions. In short, DWSP is about 17

positions or 11% under budget for the year (see Figure). 

Indirect Costs

Watershed
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DWSP Staffing Levels by Month

The MWRA has already begun to address this issue by imposing a vacancy rate on the DWSP’s budget. A vacancy

rate is a typical budgetary mechanism used to right-size personnel costs by acknowledging that an organization’s

headcount is not usually 100% full for an entire year and that there will be some lag time between the departure of

staff and the hiring of new staff. The MWRA’s current vacancy rate for FY21 for DWSP is the equivalent of 7 FTEs or

$761,000. 

Recommendation: That the MWRA reduce

the Watershed Reimbursement line item by

$761,000 to represent an additional

vacancy rate of 7 FTEs for the Division of

Water Supply Protection. 

As we can see, filled positions are still significantly below this

level, as is spending. The Advisory Board believes a further

adjustment is needed to size the vacancy rate closer to

historical actual spending. 

To be clear, the Advisory Board is not advocating for a

reduction in actual positions for the DWSP; however,

ratepayer funds should not be raised for an expense that has

not historically occurred at budgeted levels. 

Funding the personnel line items at a lower level comes with some risks. What would happen if DWSP filled vacancies

in FY22 at a level higher than in the past, and in excess of their budget? To guard against that, the Advisory Board

proposes that MWRA hold funds in abeyance for additional DWSP staffing if needed. Rather than raising new

ratepayer funds for this, the Advisory Board proposes funding it with a portion of the MWRA’s FY21 surplus. If these

funds are not needed for DWSP’s staffing expenses, they will be available for future defeasance later in FY22. To put

this in further context, the Watershed Reimbursement line item alone will generate nearly $2 million of unused funds.

This mechanism of reserving current year surplus for future watershed spending has precedence. In FY19, the MWRA

diverted part of its surplus to fund Improvements to River Road on behalf of DWSP.

The Advisory Board also addresses the issue of DWSP staffing levels in its policy section below. 

Recommendation: That the MWRA place $761,000 from the FY21 surplus in the

Revenue Fund to be made available for additional staffing expenses beyond DWSP’s

FY22 funded levels if needed. If unused, the Advisory Board recommends that the

MWRA use the $761,000 for defeasance. 



In FY21, The Advisory Board sought to provide communities financial flexibility through minimal rate increases while also

securing long-term fiscal sustainability. This concept is more challenging in FY22, with respect to debt prepayment. 

Debt prepayment is an initiative that the Advisory Board can only be supportive of if it helps lower the long-term costs

that are to be paid for by communities. In FY22, however, the Advisory Board is mindful of the uncertainty that

communities face as they move out of the pandemic. 

As proposed, the levels of debt prepayment in FY22 would return to how they were pre-pandemic in FY19. While the

Advisory Board generally supports increasing levels of defeasance, this line item can be used as a tool to provide rate

relief for communities during the pandemic. 

Even with a reduction of $1.16 million, this line-item would still be funded higher than it has been over the past 2 years.

This reduction still supports a strategy of long-term fiscal health while being mindful of the short-term relief still

needed in many communities. 

Capital Financing
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Optional Debt Payment

Optional Debt Prepayment FY18 - PFY22

Recommendation: The Advisory Board recommends that the Authority reduce the

FY22 proposed budget request by $1,162,500 for Capital Financing through the tools

available to the Treasurer, including defeasance, refunding or a reduction in the

optional debt payment.



The budgeting process, for both the Advisory Board and the MWRA, is lengthy and thorough. Long before there are

proposed budget documents, MWRA departments are drafting their budgets, forecasting the year ahead. These

forecasts, and the lengthy process, are subject to outside impacts. Market fluctuations make adjustments necessary as

the budgeting process comes to an end. Each year, the Authority provides the Advisory Board with anticipated

adjustments (Spring Revisits) to the originally proposed budget. This allows the Advisory Board to fine tune our

recommendations and avoids areas being over or underemphasized. 

While this is a normal part of the budget review process, you will notice this year’s list of spring revisits is longer than

usual. Additionally, you will see the revisits capture a varying degree of dollar ranges. These fluctuations are largely due

to the pandemic related market shifts. 

The table below highlights some of the significant spring revisits for the proposed FY22 budget. 
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Spring Revisits

The full list of spring revisit items is available in Appendix C.

Featu red  FY22  Spr ing  Rev i s i t  I tems



The assessment they receive for water and/or sewer services

The loan repayments they make based on their use of the community loan programs

A community generally makes two main forms of payment to the Authority each year:

In FY 2021, the Advisory Board sought to bring maximum financial relief and flexibility to communities without creating

a long-term fiscal burden. Based on the Advisory Board’s FY 2021 Comments and Recommendations, a loan deferral

program was established to provide communities with the possibility of reducing their total payments to the MWRA

for FY 2020, FY 2021, and FY 2022. The recommendation was created by fine tuning the FY 2016 strategy the Advisory

Board developed with the Town of Stoneham to avoid rate spikes when the town’s largest water customer was

leaving.

At the time, this loan deferral program created opportunities for up to $70 million in optional loan deferrals for member

communities over the three-year period. To date, five communities have taken advantage of the loan deferral program

(Chicopee, Quincy, Melrose, Revere, and Peabody). 

For FY 2022, there is still $27.9 million available for deferral. While there is a more optimistic financial outlook

forecasted for water and sewer utilities post-pandemic, the path out of the pandemic has been different for each

community. In a municipal finance survey released by the Advisory Board, 73% of community respondents noted that

they anticipate fiscal impacts in the coming years due to the COVID-19 pandemic and 53% of community respondents

noted that they had recently experienced increased delinquencies by customers on water or sewer utility bill payments.

This means many more communities can still utilize this program to aide their utilities as they enter the post-pandemic

world.  

Progress Update
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Loan Deferral Program



FY21 is the third year of the current 5-year CIP spending cap. The MWRA continues to remain within the established

spending cap. 

Update
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Capital Improvement Program

The Advisory Board continues to be concerned about the Wiggins Pump Station, which is located in, and supports,

Massport’s Conley Container Terminal in South Boston. A rehabilitation of the pump station has been added to the

CIP for FY24. If the project were to move forward as is, the MWRA, and its ratepayers, would continue to assume all

the costs of maintaining and rehabilitating the pump station with no contributions from Massport. The Advisory Board

believes that prior to the start of the capital rehabilitation, an MOU between the MWRA and Massport should be

established. 

Capital Spending Cap FY19-23



In 2004, in response to concerns that DWSP’s staffing and spending was limited by financial constraints being

imposed by the Commonwealth due to economic concerns, legislation was filed to place the DWSP’s financing

squarely under the MWRA, with oversight provided by the Water Supply Protection Trust. This legislation was

intended to insulate the division from the ups and downs of the state’s budget by allowing a consistent and reliable

funding source to alleviate these issues. 

In practice, however, staffing has continued to be an issue. In recent years, the Advisory Board has expressed concerns

over staffing levels at the Department of Conservation and Recreation’s (DCR’s) Division of Water Supply Protection

(DWSP). Staffing levels had fallen far below what the budgeted levels were and have not approached the budgeted

number for some time. 

In response to these concerns, DWSP conducted a staffing study, which determined that 150 FTEs would adequately

support the division’s needs and assure they could meet their responsibilities. Since that time, the numbers have still

trended well below that level.

As of April 2020, there were 134 FTEs — 16 positions and 11% below the amount the staffing study asserted were

necessary to meet the division’s needs. The FY21 year-to-date average is 133.2 FTEs. 

Even though DWSP’s positions are funded by the MWRA, DWSP has encountered issues filling these positions due to

the Commonwealth’s role in the hiring process. The Advisory Board has continued to raise these concerns and the

Trust has discussed the issue many times, as has the MWRA Board of Directors.

Recently, the Massachusetts Department of Environmental Protection (MassDEP) released its annual inspection

reports on the Quabbin, Ware River, and Wachusett watersheds specifically as it relates to maintaining their federal

filtration waiver under the federal Safe Drinking Water Act. In it, they specifically flagged DWSP staffing levels as a

concern for meeting future obligations needed to continue filtration avoidance. They have recommended that DCR

backfill the vacancies as quickly as possible or meet the unmet needs with contract services and are requiring quarterly

reports on staffing levels and the potential impacts of the existing vacancies on the DWSP’s core mission to ensure

the MWRA’s source water quality.

The Advisory Board applauds MassDEP for reinforcing our long-held belief that DWSP staffing levels should be

maintained as a critical piece of the protection of the watersheds, the reservoirs, and the source water for the MWRA

system.

As already discussed previously, the Advisory Board has recommended increasing the vacancy rate for DWSP to bring

it more in line with its historical spending, while leaving funds available should higher staffing levels be achieved. The

ideal goal is to bring DWSP’s staffing levels up to the recommended 150 positions. The Advisory Board looks forward

to working with the MWRA and the Water Supply Trust to make significant progress on this goal in FY22.

Policy
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Watershed

Recommendation: That the MWRA continue to work with the Advisory Board and

the Water Supply Trust to aggressively fill the vacancies in the Division of Water

Supply Protection.



As the FY22 state budget process has unfolded, it has included language allowing the Secretary of the Executive

Office of Energy and Environmental Affairs (EOEEA) to appoint a designee to represent her on the MWRA Board of

Directors.

The Advisory Board, working with House Leadership, successfully removed that language from the final House version.

The language has also been included in the Senate version, assuring that it will be part of conference committee

deliberations? Why?

The MWRA is without doubt an environmental success story. It is, in fact, one of the best run and most accomplished

entities created by the Commonwealth.

Over the past 36-plus years, they have cleaned up the Harbor, brought the Charles River back to life, provided the

best drinking water in the country, maintained one of the highest bond ratings, and accomplished this without state

appropriations. MWRA has spent over 7 billion dollars and has achieved ratepayer/community buy-in.

A major reason for this is due to the 11-member MWRA Board of Directors. The framers (writers) of the Enabling Act

masterfully constructed a Board that provided 3 seats to the Governor, 3 seats to the communities through the

Advisory Board, 3 seats to our largest community (Boston), along with seats to each of our host communities (Quincy

and Winthrop). The Board's dynamic — which does not give any entity a majority, guarantees dialogue as well give and

take, and ultimately a resolution — works.

It mandated that the Secretary of EOEEA serve not only as a member but as the Board's Chair.

This "hands on" approach for the environmental leader of Massachusetts has been critical in ensure that the MWRA's

environmental agenda has been set and vetted at the highest levels of government.

Without the Secretary mandated to be a part of the Board, the direct link will be gone, dissemination of information

will be secondhand, and critical decisions possibly delayed.

Recommendation: The Advisory Board recommends that the MWRA Board of Directors direct Authority staff to

communicate their concerns over the proposed changes to the MWRA Board of Directors composition with the

Governor’s office and the House/Senate conference committees, urging them to keep the MWRA Board of Directors

as it is currently composed.

It was worked for the past 12 secretaries over 36 years and should continue to do so. 

Legislative
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Why is the Secretary trying to “fix” something that isn’t broken?

Recommendation: The Advisory Board recommends that the MWRA Board of

Directors direct Authority staff to communicate their concerns over the proposed

changes to the MWRA Board of Directors composition with the Governor’s office

and the House/Senate conference committees, urging them to keep the MWRA

Board of Directors as it is currently composed.  



In FY21, a major recommendation put forth by the Advisory Board was the establishment of a “New Normal”

Committee. The idea was that the committee would review the financial and operational impacts of the COVID-19

pandemic on the Current Expense Budget and Capital Improvement Program in the short- and long-term. It was

expected that the committee would be able to report back by the end of September 2020. September came and

passed but the COVID-19 pandemic did not. Operations within the Advisory Board and the MWRA are still impacted

by the ongoing pandemic. 

The Advisory Board remains committed to ensuring that the MWRA safely comes out of the pandemic; however, it is

clear that a September 2020 goal was overly optimistic. The goal of getting out of the pandemic has become a task of

adapting to it and learning from it real-time. 

Amid the uncertainty of the COVID era, hopeful milestones are happening. For two consecutive years, the Advisory

Board has proposed rate increases below 3%. This a huge development since the Advisory Board initiative of “Four, No

More.” One of the lessons learned from the pandemic may, indeed, be a budgeting one. While we have adjusted our

hopes of reaching budgeting increases of no more than 2.4% by FY24, a more thorough challenge appears to be on

the horizon.

  

Stay safe,

In Conclusion
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Defining A New Normal

Joseph E. Favaloro

Executive Director



Appendices A & B 

List of Recommendations 
1. The Advisory Board recommends reducing the FY22 Rate Revenue Requirement by $4,793,940 resulting in a

combined wholesale assessment increase of 2.95%

2. The Advisory Board recommends that the Authority reduce its Wages and Salaries line item by $250,000
(equivalent of 2.5 FTE).

3. The Advisory Board recommends that the Authority that the Authority reduce the Watershed Reimbursement
line item by $761,000 to represent an additional vacancy rate of 7 FTEs for the Division of Water Supply
Protection.

4. The Advisory Board recommends that the Authority place $761,000 from the FY21 surplus in the Revenue Fund
to be made available for additional staffing expenses beyond DWSP’s FY22 funded levels if needed. If unused,
the Advisory Board recommends that the MWRA use the $761,000 be used for defeasance.

5. The Advisory Board recommends that the Authority reduce the FY22 proposed budget request by $1,162,500 for
Capital Financing through the tools available to the Treasurer, including defeasance, refunding or a reduction in
the optional debt payment.

6. The Advisory Board recommends that the Authority continue to work with the Advisory Board and the Water
Supply Trust to aggressively fill the vacancies in the Division of Water Supply Protection.

7. The Advisory Board recommends that the MWRA Board of Directors direct Authority staff to communicate their
concerns over the proposed changes to the MWRA Board of Directors composition with the Governor’s office
and the House/Senate conference committees, urging them to keep the MWRA Board of Directors as it is
currently composed.

List of Comments 
1. The Advisory Board expects the MWRA to propose a decrease of $933,511 in the “Wages and Salaries” category

of expenses in its final FY22 CEB.

2. The Advisory Board expects the MWRA to propose a decrease of $61,654 in the “Overtime” category of
expenses in its final FY22 CEB.

3. The Advisory Board expects the MWRA to propose a decrease of $135,507 in the “Fringe Benefits” category of
expenses in its final FY22 CEB.

4. The Advisory Board expects the MWRA to propose an increase of $98,848 in the “Chemicals” category of
expenses in its final FY22 CEB.

5. The Advisory Board expects the MWRA to propose an increase of $337,532 in the “Utilities” category of
expenses in its final FY22 CEB.

FY22 Commments & Recommendations



Appendices A & B 
6. The Advisory Board expects the MWRA to propose a decrease of $1,470,899 in the “Maintenance” category of 

expenses in its final FY22 CEB. 

7. The Advisory Board expects the MWRA to propose a decrease of $24,400 in the “Training and Meetings” 
category of expenses in its final FY22 CEB. 

8. The Advisory Board expects the MWRA to propose a decrease of $246,000 in the “Professional Services” 
category of expenses in its final FY22 CEB. 

9. The Advisory Board expects the MWRA to propose an increase of $1,705,000 in the “Other Materials” category 
of expenses in its final FY22 CEB. 

10. The Advisory Board expects the MWRA to propose a decrease of $332,484 in the “Professional Services” 
category of expenses in its final FY22 CEB. 

11. The Advisory Board expects the MWRA to propose a decrease of $535,880 in the “Professional Services” 
category of expenses in its final FY22 CEB. 

12. The Advisory Board expects the MWRA to propose an increase of $15,912 in the due to charges associated with 
the HEEC cable in its final FY22 CEB. 

13. The Advisory Board expects the MWRA to propose an increase of $400,000 in the “Insurance” category of 
expenses in its final FY22 CEB. 

14. The Advisory Board expects the Authority to Continue on with Capital Improvement Program Spending, within 
the 5-year spending cap.  
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Appendix C

IMPACTS ON RATE REVENUE REQUIREMENT Amount
Final FY2021 RRR 769,385,000$             

Proposed FY2022 RRR 796,891,000$             
MWRA Proposed FY20 RRR Increase 3.58%

AB Recommendations (4,793,940)$                
FY2022 RRR, less changes 792,097,060$             

Advisory Board Recommended FY22 RRR Increase 2.95%

IMPACTS ON EXPENDITURES Amount Description

Staffing (vacancy rate assumptions) (250,000)$                   Reduction of 2.5 FTEs
Optional Debt Prepayment (1,162,500)$                50% reduction of proposed increase

Debt Service Assistance (1,287,870)$                Continuing Advisory Board recommendation to "pay it forward"
Indirect Costs - Watershed Staffing (761,000)$                   Based conservatively on actual FTE vacancies at DCR

Subtotal AB Recommendations (3,461,370)$                

Wages & Salaries (933,511)$                   Reduction to Interns and Reserve
Overtime (61,654)$                     Removed Quench Buggy overtime

Fringe Benefits (135,507)$                   
Reduction to health insurance based on revised rates from GIC, offset by increases to PFML 
and Medicare based on updated calculations

Chemicals 98,848$                       Increase due to revised chemical pricing
Utilities 337,532$                     Increase due to revised electricity pricing

Maintenance (1,470,899)$                Removed DITP roofing project and reduced spending projection
Training and Meetings (24,400)$                     Reduced based on anticipated needs

Professional Services (246,000)$                   Reduction for revised pricing for the Biobot engagement
Other Materials 1,705,000$                 CNY moving costs partially offset by reduction to projected vehicle purchase expense

Other Services (332,484)$                   Reduction to Sludge Pelletization driven by reduced quantities 

Watershed (535,880)$                   
Reduction driven by increased vacancy adjustment (from 7 to 14 FTEs), partially offset by an 
increase to PILOT

HEEC 15,912$                       Slight increase based on latest info from HEEC
Insurance 400,000$                     Increase to premiums based on latest bids received

Subtotal of Changes to Operating Costs (1,183,043)$                

-$                             
Subtotal of Rate & Revenue -$                             

Operating Reserve Requirement (149,527)$                   
Updated based on applicable adjustments; applies only to direct costs and certain indirect 
costs (revenue not included)

NET CHANGES TO PROPOSED FY22 CEB (4,793,940)$                

OPERATING RESERVE REQUIREMENT ADJUSTMENT

The Dunphy Sheet - FY2022

MWRA ADVISORY BOARD RECOMMENDATIONS FOR FY22 CEB

ANTICIPATED ADJUSTMENTS TO PROPOSED FY22 CEB

Direct & Indirect Cost Changes

Revenue & Income

FY22 Comments and Recommendations
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