
















  
 
 

TO:  Town Council 

 

FROM:  Angus Jennings, Town Manager 

 

DATE:  February 11, 2016 

 

RE:  Sewer Rates Public Hearing 

 

 
Find attached prior correspondences to the Finance and Infrastructure Committees 
documenting the need for increased sewer rates. 
 
I am working to finalize materials for Tuesday night’s public hearing, and will circulate these via 
email, and upload to the Town website, tomorrow. 
 
 
 
 

Town of Hampden 
106 Western Avenue 
Hampden, Maine 04444 
 

 

Phone: (207) 862-3034 
Fax:   (207) 862-5067 
Email: 
townmanager@hampdenmaine.gov 

 



  
 
TO:  Infrastructure Committee 

 

FROM: Angus Jennings, Town Manager 

 

DATE:  January 12, 2016 

 

RE:  Sewer Rates  

 

 

Prior reports have documented the Sewer Fund’s financial trends over the past several 

years (see esp. “Initial updates from preliminary FY15 audit” memo to Finance 

Committee dated 12/7/15). This memo does not repeat that information, but is intended 

to provide information to the Committee to inform consideration of changes to the Sewer 

rate structure (established in the Fees Ordinance) in order to get the Sewer Enterprise 

Account back onto solid financial footing.  

 

Sewer Fund Financial Structure 

At prior meetings it has been presented that, for a number of years, the combination of 

sewer operating costs and capital costs has exceeded annual sewer revenues by 

approximately $200,000/year or more.  

 

The (final review draft) FY15 Audit shows Sewer Fund operating revenues of $528,165 

against expenses of $786,509 for a Net Operating Loss of $258,344 (see Audit Exhibit 

F, attached). In order to meet some of its FY15 financial obligations, the Sewer Fund 

borrowed $240,000 from the General Fund through an Interfund Transfer. At FY15 year-

end, the total amount due from the Sewer Fund for Interfund Transfers was $541,666. 

 

In evaluating potential rate changes, I recommend consideration of the following policy 

objectives: 

 

1) Ensure that revenues cover operating and capital costs on an ongoing basis; 

2) Generate enough revenues over and above Item 1 to enable the Sewer Fund to 

repay the Interfund Transfers over an established period of time; and 

3) Re-establish reserve funding to support future system investments, including 

capital improvements, periodic maintenance, and emergency investments (such 

as the burst pipe on Route 1A last spring, costing ~$21,000). 
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Sewer Fund Rates and Capital Charges 

Sewer bills combine two charges: usage charges and capital charges. The usage 

portion of the bill is based on the customer’s water usage (as provided to us, in advance 

of our quarterly billing, by the Hampden Water District and, for a small number of 

customers, by the Bangor Water District). Usage is measured in Cubic Feet (CF). 

 

Customers are also billed a tiered capital charge of $18.12 per 3,000 CF (per the 

formula in the Fees Ordinance). Customers showing no sewer usage during a particular 

quarter are still invoiced for the minimum capital charge ($18.12).  

 

While the information above summarizes the cost structure for most sewer customers, a 

small number of sewer customers are charged based on a flat rate pursuant to Sec. 

2.9.1 of the Fees Ordinance. Specifically: 

 

 Customers of sewer that have private wells, and do not have accounts with 

Hampden Water District. Because sewer bills are based on records of water 

usage, sewer customers without water accounts (and therefore without water 

meter readings) are charged a flat rate of $105.44. This flat rate was set years 

ago by the Council in order to reflect the then-average residential sewer bill. Five 

customers fall into this category. 

 Customers of sewer that do have accounts with Hampden Water District, but that 

don’t have water meters, are charged a flat rate of $64.24.1 

 

In order to bring sewer costs and revenues back into balance, the Council could revise 

the usage charge, the capital charge, or both. I recommend that the Council consider 

whether its policy objective is for the usage charges to cover operating costs and the 

capital charges to cover capital costs (i.e. debt service). The new rate structure would 

vary significantly depending on whether this is the policy objective. At Wednesday’s 

meeting we can review these effects in more detail. 

 

Sewer Customer Base 

To understand the customer base, we evaluated all sewer customer’s usage and billing 

records, including service and capital charges, for one year (2014, the most recent 

complete year records). 

 

There are 1,492 customers in our database. The median customer, by usage, was billed 

for 4,900 CF in 2014. Usage of the 25th percentile customer was 3,000 CF; usage by 

the 75th percentile customer was 7,300 CF. Average usage – 6,500 CF – is not viewed  

 

                                            
1
 There are two customers that fall into this category in our billing system. We are currently researching to 

ensure that these customers are appropriately classified.  



 

as a good basis for analysis in understanding the customer base because it is skewed 

by large users. (The largest customer, by usage, was billed for 272,900 CF in 2014). 

 

The following tables summarize the usage and annual costs (usage and total) for the 

system’s 25th percentile, median and 75th percentile customers: 

 

25th percentile usage customer analysis, 2014

Bill/Yr (test)

Usage/Yr 

(100 CF)

Bill/Yr 

(current) Usage Total

30 200.88$     128.40$       200.88$      
 

Median usage customer analysis, 2014

Bill/Yr (test)

Usage/Yr 

(100 CF)

Bill/Yr 

(current) Usage Total

49 282.20$     209.72$       282.20$      
 

75th percentile usage customer analysis, 2014

Bill/Yr (test)

Usage/Yr 

(100 CF)

Bill/Yr 

(current) Usage Total

73 384.92$     312.44$       384.92$      
 

My office has prepared a dynamic sensitivity analysis that will allow the Committee to 

see the effect of potential changes to the usage and/or capital charges in total, and as it 

would affect each of the illustrative “customers” profiled above. This calculates how new 

customer costs would compare with current (2014) costs. 

 

This analytical tool will be available at Wednesday’s meeting in order to support the 

Council’s evaluation of potential rate changes, including how any such changes would 

affect both the bottom line revenues, as well as typical sewer customers. 

 

Cost Trends and Projections 

A summary of obligated debt service payments is attached. Aside from debt service, the 

most significant costs to the sewer fund result from the sewage treatment charges and 

the maintenance charges paid to the City of Bangor pursuant to the “Interlocal 

Agreement Between Bangor and Hampden Regarding the Use of Bangor’s Wastewater 

Treatment Plant Complex by Hampden” (2/13/96) and the “Pump Station Maintenance 

Contract between Bangor and Hampden” (4/6/99). Both of these costs have increased 

over the years, and the Public Works Director is working closely with the Bangor WWTP  

 



 

personnel to review charges to ensure they’re accurate and appropriate, and to assist 

us in estimating future costs for budgeting purposes.  

 

In addition, we are working to assign numbers to the following expected contributors to 

future cost increases: 

 

Bangor Sewer Rate Increases 

We have been advised that the City of Bangor is expected to increase its sewer 

rates by 3-5% for FY17. Hampden’s FY15 sewer treatment costs were $250,000. 

An increase of 5% to this cost would be an annual increase of approx. $12,500. 

 

Maintenance Costs 

Bangor is responsible for maintenance of Hampden’s pump stations through the 

Pump Station Maintenance Contract. We expect that these costs, which have not 

been increased in some time, will increase, and one (or maybe two) pump 

stations would be added for the Fiberight facility. Budgeting should take into 

account anticipated cost increases. 

 

Bangor Capital Costs 

The Bangor Wastewater Treatment Plant is overdue for replacement of the 

plant’s biofiltration system (see 1/6/16 Bangor Daily News article, attached). 

Based on the terms of Hampden’s interlocal agreement with Bangor, the Town 

expects to be responsible for 8.333% of the cost of capital improvements.2 If this 

is correct, Hampden’s share of this $4.8M project would be $392,000. Because 

these costs aren’t yet certain, we recommend carrying a budget estimate of 

$400,000 for this one-time expense (which, alternatively, may be bonded). 

 

On the revenue side of the ledger, it is worth considering that, if the Fiberight facility 

moves forward, and if it discharges 150,000 gallons per day into the sewer system, it 

would generate substantial revenue. We have estimated revenues at between $226,000 

and $316,000 per year, depending on whether the facility operates 5 days/week or 7 

days/week. However, because we are essentially a pass-through, these revenues will 

be largely absorbed by additional treatment costs due to the City of Bangor 

 

Revenue Needs and Policy Options 

The sewer rates were last increased by vote of the Town Council on August 3, 2009, 

when the usage fee was increased from $3.28 to $4.28. No change was made to the 

                                            
2
 The interlocal agreement provides for the Town to pay for capital improvements in proportion to its share 

of purchased plant treatment capacity. Hampden’s purchased capacity of 1.5 million gallons/day divided 
by the plant monthly average flow of 18 MGD equals 8.333%. (Interlocal Agreement, Feb. 13, 1996. Sec. 
C(12), pg. 13). 



capital charge at that time. According to the minutes of that meeting, the 2009 rate 

change was the first rate increase since 1998. 

 

In preparation for Wednesday’s meeting, I have prepared the following policy questions. 

These are intended to help focus the Committee’s consideration on key items that will 

inform how rate adjustments are prepared. Any rate changes would need to be included 

in an amended Fees Ordinance, which would be preceded by a public hearing. 

However, in order to get an updated fee structure in place for the 2016 2nd quarter 

sewer billing, it will need to be voted by the end of February. Therefore, it will be 

necessary to make progress toward establishing the Committee’s policy objectives. 

 

Policy question 1: Does the Committee agree with the three policy objectives included 

on the first page of this memo?  

 

Policy question 2: Should Usage and Capital Charges cover Operations and Capital, 

respectively? Or should revenues from usage fees contribute to capital costs? 

 

Policy question 3: What is the goal for the period of time (number of years) over which 

the sewer fund should repay the interfund transfers from the General Fund? 

 

Policy question 4: Will the Council budget for the debt service payment for the Business 

Park from the General Fund, or is the intent to pay this out of the Sewer Fund? 

 

Since FY12, the payments for Bond 2000 D (Road Construction & Line 

Extensions, Business Park) have been paid out of the Host Community Benefits 

account. This account is not adequate to extinguish the remaining balance on 

this bond (bond matures 11/1/20; principal balance $540,000 as of year-end 

FY15). Without including this bond payment, the FY17 amount due toward the 

four sewer bonds currently outstanding will be $381,455. The debt obligation 

summary enclosed in the meeting packet projects inclusion of the 2000 D bond 

payment in the Town budget for FY17.  

 

Policy question 5: When fees are changed, will the Committee also recommend 

adjusting flat rate sewer customers (see pg. 2 of this memo) to match the projected 

“average” sewer bill? 

 

Policy question 6: Will the Committee support an increase to the interest rate for late 

payments, as authorized by the Public Utilities Commission? 

 

Effective January 1, 2016, the allowable interest rate for late payments of utility 

bills increased to 11.25% (see attached letter from Maine Public Utilities 

Commission, 11/17/15). Late payments on sewer bills are currently subject to an 



interest rate of 7.0%. Will the Council support an increase to the interest rate for 

late payments, as authorized by the Public Utilities Commission? 

 

Other Sewer Policy Matters 

The Infrastructure Committee has previously endorsed the recommendation of the 

Public Works Director to amend the permit process and fee structure for sewer 

connections to follow the Bangor model (meeting minutes, 10/26/15). These changes 

would, among other things, adjust the current $200 sewer connection fee – which 

applies the same to a single-family home as it does to a laundromat, hotel or industrial 

facility – to take into account volume of flows in pricing. We anticipate bringing changes 

forward for consideration within a public hearing concurrent with the rate hearing. 









  
 
TO:  Town Council Infrastructure Committee 
 
FROM:  Angus Jennings, Town Manager 

 
DATE:  December 23, 2015 
 
RE:  Update on Sewer Rates  
 

 
As you’ll recall from the December 7 meeting of the Finance Committee, the revenues generated 
from our sewer bills have fallen short of actual expenses for many years.  
 
DPW Director Currier and I are working to prepare proposals for consideration by the 
Infrastructure Committee, and eventually by the Finance Committee and Town Council, to adjust 
rates in order to cover ongoing operations, repay funds borrowed from the General Fund over 
the years, and rebuild capital reserves in order to make necessary investments in our sewer 
infrastructure. As part of this work, we have been actively engaged with the City of Bangor to 
ensure that their invoices are appropriate based on the terms of our agreements, and to 
anticipate potential rate increases by the City of Bangor that would affect us. Recent 
correspondence regarding a potential Bangor rate increase of 5% is enclosed. 
 
Find enclosed two spreadsheets representing budgeted costs and revenues from the Sewer Fund 
for FY11 to FY16. This illustrates that, on average, costs have exceeded receipts by approximately 
$150,000 to $200,000+ per year. 
 
At Monday’s meeting, Director Currier and I will present our work to date with the goal of 
advancing a process to evaluate and amend sewer rates.  
 
Due to the quarterly billing cycle, and the 30-day lag time after Ordinance amendment before 
the amendment takes effect, it will be critical to establish a new fee structure no later than 
February 2016 in order to apply new rates to second quarter billing (April to June) in 2016. 
Although additional revenues would not be received until July and August 2016, and there are 
nearer-term cash flow challenges that still need to be resolved, this timeline will help the Sewer 
Fund get back on a sustainable financial plan. 
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TO:  Finance and Administration Committee 
FROM:  Angus Jennings, Town Manager 
DATE:  December 7, 2015 
RE:  Initial updates from preliminary FY15 audit  
 

 

We have received preliminary findings from the FY15 audit, and have been working with the 
Auditor in recent weeks to integrate the year-end audit adjustments and reconcile our 
accounting. These adjustments will allow the Auditor to close out the FY15 audit.  Once the final 
audit is received, this will be introduced for review and consideration by the incoming Council.  
 

In the meantime, I am working on a report to bring a few items to your attention that have policy 
implications for matters currently under consideration (in particular, consideration of sewer fees 
or revenues) and that will need to be taken into account during FY17 budgeting. 
 

− Sewer Rates inadequate to support operations and debt service 
During the October 2015 discussion of the Fees Ordinance, the Council acknowledged 
the need for sewer rates to increase, and directed my office with the Director of Public 
Works to undertake the analysis necessary to recommend specific changes. We are 
making progress on this analysis, and we are working toward a proposal which may be 
ready for consideration at the December 21 meeting. 
 

Revenues generated by sewer fees have not fully covered sewer operating and capital 
costs for several years. In FY14, the Sewer Fund, with revenues of $531,581 offsetting 
operating expenses of $574,728, suffered a net operating loss of $43,146.  
 

In order to stay current with its obligations, the Sewer Fund (SF) has borrowed funds 
from the General Fund (GF) over the years through interfund transfers. The amount 
transferred was $242,198 in FY14, a significant increase from $9,034 per the FY13 audit. 
The FY12 audit shows a transfer of $161,765 from the GF to the SF. 
 

The need for last year’s interfund transfer was compounded by unbudgeted expenses in 
FY15 (i.e. $21,000 for a burst pipe on Route 1A, $9,700 for manhole replacements, 
$13,500 for a pump grinder replacement at the Souadabscook pump station). Because of 
this, and prior years’ transfers, sewer reserve funds have been substantially depleted.  
 

The Auditor, who completes municipal audits in many communities, advises that 
interfund transfers are not uncommon, and are a somewhat routine part of municipal  
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budget management to respond to cash flow issues, unanticipated expenses, etc.  
However, the combination of the amount of the transfers, and the fact that sewer rates 
year-to-year have not generated revenues to cover sewer operating and capital costs – 
meaning the shortfall will continue on an ongoing basis until revenues and costs are 
brought into balance – this issue needs to be addressed promptly to avoid further 
depletion of the GF. As noted above, proposed sewer rates, which are one part of the 
recommended resolution, will be ready for review as early as December 21.  
 

Based on the preliminary FY15 audit it appears that progress was made toward lessening 
the cumulative amount of the interfund balance; however, a true accounting of the total 
amount due from SF to GF will await completion of the final FY15 audit. More 
information will be provided at future meetings as available.  
 

− Budgeting for Debt Service 
When it became apparent to me that SF revenues were not covering sewer related debt 
service, I prepared a summary of the town’s total current debt service obligations and 
budgeting to ensure an overall understanding of the situation. The attached table 
entitled “Town of Hampden Debt Service Analysis, working draft of 12-7-15,”illustrates 
the situation.  
 

The FY16 SF Budget carries $387,000 for principal and interest payments on sewer debt 
service, which covers the $378,092 in debt service obligations for the current fiscal year. 
However, as has been discussed, sewer revenues do not cover budgeted operating 
expenses and debt service, so this budgeted number does not correspond to actual 
projections of sewer revenues. Additional revenues will be required in order for the SF to 
be financially self-sufficient.  
 

The attached table illustrates another notable item. The 2000 bond issue which 
supported road construction and utility line extensions to the Business Park obligate 
payments of $117,282 in FY16, with continuing obligations through 2020 (FY21). 
However, the approved FY16 budget does not account for this obligation. In fact, since 
FY12, the debt service payments on this bond have been paid from the Host Community 
Benefits (HCB) account and, as a result, the balance in that account is dropping quickly.  
 

Just as was the case with the interfund transfers described above between the GF and 
the SF, the cumulative amount of HCB payments toward debt service ($565,696 as of 
FY14 audit) show up in the audit as assets, marked “Due from Other Funds.” However, 
needless to say, these revenues will only become assets to the HCB account – and to the 
GF – once a revenue structure is in place for the SF which will enable it to not only keep 
current with operating costs and debt service, but also to repay the interfund transfers 
over a period of time. 



Town of Hampden Financial Analysis WORKING DRAFT of 12/8/2015

Hampden Budget and Finance Workbook, working draft Debt Service 1 of 1 Angus Jennings, Town Treasurer

Town of Hampden Debt Service Analysis, working draft of 12-7-15

Purpose Proprietary
Bond 
Series

Maturity 
Date

 Remaining 
Balance (Year-

End FY14) 

 FY16 Debt 
Service Due 

FY16 Debt 
Service 

Budgeted
1996 Sewer SRF 1997 A 10/1/2017 358,915$            96,348$       
2006 Sewer Construction Bond 2006 C 11/1/2026 947,371$            103,990$     
2010 Route 1A Sewer Bond 7/29/2029 1,512,492$        108,537$     
2014 Sewer Project 2014 A 11/1/2034 902,050$            69,217$       

3,720,828$        378,092$     387,000$         

General Obligation
Bond 
Series

Maturity 
Date

 Remaining 
Balance (Year-

End FY14) 

 FY16 Debt 
Service Due 

FY16 Debt 
Service 

Budgeted

Unbudgeted 
Debt Service

Notes

2000 Road Construction & Line 
Extensions (Business Park)

2000 D 11/1/2020 630,000$            117,282$     -$                  117,282$         
Debt service has been paid from Host 
Community Benefits Fund beginning FY12.

2002 Fire Station 2001 D 11/1/2021 674,400$            111,970$     111,970$         

2006 Gravel Roads 2006 B 11/1/2015 166,668$            84,167$       84,167$           
Debt extinguished; cancelled bond received 
11/9/15

2011 Mayo Road Bond 2010 F 11/1/2030 1,551,250$        123,822$     123,821$         
3,022,318$        437,241$     319,958$         117,283$         

Sources: 
Town of Hampden Financial Statements with Independent Auditor's Report, FY11, 13 and 14.
Town of Hampden General Fund and Sewer Fund FY15 and FY16 budgets.

Notes

The SF budget carries $387,000 in FY15, which covers the 
SF commitments for FY15. However, because revenues 
don't cover the SF budget, payment of sewer debt service 
will require additional revenues. 

Remaining revenues in HCB cover FY16 
obligations, but inadequate to extinquish 
remaining balance.



 

 

− Balances Due for Ongoing Sewer Operations and Maintenance 
As this work with the Auditor was ongoing, my office became aware of past due amounts 
to the City of Bangor, with whom we contract for Wastewater Treatment and for 
maintenance of Hampden’s Sewer Pump Stations. The invoices were dated October 31, 
2014 (for period of service 1/1/14 to 6/30/14), November 18, 2014 (for 7/1/14 to 
10/31/14), and March 6, 2015 (for 11/1/14 to 2/28/15), and the total amount due was 
$293,938. More recently, we received an invoice dated October 27, 2015 (for 3/1/15 to 
6/30/15), showing an additional $98,603 due. 
 

We have since paid the first of the four invoices (10/31/14) in the amount of $94,535, 
drawing from sewer monies received for the third quarter of 2015. However, the current 
balance in the SF is not adequate to pay the other invoices. I am currently evaluating our 
options to pay these outstanding amounts. Additional interfund transfers will be looked 
at as an option, but because of the declining balances in the GF over the years this can be 
expected to create (or worsen) cash flow challenges. The Tax Anticipation Note (TAN) 
issued in September affords us a $2M line of credit which we have not yet drawn from, 
and which is available, but because any funds borrowed through the TAN will come due 
by June 30, 2016, this will only help with the near-term challenge. A more complete 
resolution is required, and my office is working to prepare options for consideration by 
the Council. 
 

− Year-End Fund Balances have fallen steadily in recent years 
As referenced above, the Town’s year-end fund balances have fallen steadily in recent 
years, in part as a result of issues discussed above. Audits from recent years show the 
following year-end fund balances: 

 

FY14 $3.14M 
FY13 $3.57M 
FY12 $4.81M 
FY11 $5.42M 

 

This amount will be determined for FY15 upon completion of the audit. 
 

− Routine draw-downs of Fund Balances have directly reduced Property Tax Commitment 
Interestingly, during this period of time, one contributing factor to the declining overall 
fund balances has been the Council’s annual draw from the fund balances in order to 
reduce the amount of the property tax commitment. Audits from recent years show the 
following “Beginning Fund Balance Used to Reduce Tax Commitment:” 
 

FY15 $500,000 
FY14 $550,000 



 

 
FY13 $661,350 
FY12 $455,000 
FY11 $332,500 

 

During my work on the FY17 budget I’ll look closely at whether, and at what level, further 
draw-downs may occur while maintaining a sustainable overall financial strategy. 
 

− Streets and Roads FY16 Reserve Budget was fully depleted before FY16 began 
The Town Council approved $100,000 in the FY16 budget for Streets and Roads. 
However, because of two invoices from Maine DOT received in the fourth quarter of 
FY15 (as the local match for Route 1A projects approved in FY12 and FY14) totaling 
approx. $122,000, the FY15 year-end deficit in that line item exceeded the $100,000 
budgeted. I have therefore advised DPW Director Currier that no reserve funds will be 
available for Streets and Roads in the current fiscal year. Annual funding received from 
Maine DOT will allow some work on streets and roads to go forward, but the work 
program will be planned based on a budget that is lower than standards in recent years. 

 
 
In preparing budget message, which will kick off the FY17 budgeting process anticipated for the 
Council’s second meeting in January, I will work with Finance staff and key Department Heads to 
prepare options for Council consideration for a comprehensive approach to implementing a 
sustainable financial plan to meet current obligations, ongoing operations and future policy and 
capital objectives. 
 

In the meantime, I will keep the Finance Committee apprised of this continuing analysis and 
findings in support of present operations and future budgeting.  
 
 
 




