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Agenda
• Recap of October 11th presentation
• Long-term health of the General Fund and Water & Sewer 

Enterprise Funds
• Model components and assumptions
• Measures of fiscal health
• Key model outputs
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Where we left off…
• On October 11th the City along with RKG Associates 

presented:
• DIF basics and terminology
• The proposed Union Square DIF boundary
• Proposed Union Square DIF infrastructure projects and costs
• Captured increment basics and projections

The city has created a public-facing website, www.somervillema.gov/usqdif
for presentation slides, supplemental information, and responses to 
questions during hearings.
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Proposed USQ Development District
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USQ DIF Infrastructure Projects
Somerville Ave Utility 
& Streetscape 
Improvements 
(Multiple Types)

Nunziato
Stormwater Storage 
(Sewer)

Poplar Street 
Stormwater Pump 
Station (Sewer)

Spring Hill Sewer 
Separation (Sewer)

Union Square 
Streetscape & Plaza 
(Streetscape)
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USQ DIF Infrastructure Projects
Estimated Costs and Sources
Project Estimated 

Cost Estimated Sources

Grant 
Funding

Sewer
Enterprise

Water 
Enterprise

General 
Fund

Somerville Ave. Utility & 
Streetscape Improvements $63M $13M $32.5M $4M $13.5M

Nunziato Stormwater Storage $14.5M $14.5M

Poplar St. Stormwater Pump 
Station $19.5M $19.5M

Spring Hill Sewer Separation $13M $13M

USQ Streetscape & Plaza 
Improvements $31.5M $31.5M

Total $141.5M $13M $79.5M $4M $45M

This is conservative and does not reflect potential grant opportunities, 
expected developer contributions, use of reserves, or sale of assets.
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Captured Increment vs. Debt Service
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Projected DIF Debt Service by Fund
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Main Takeaways from October 11th

• DIF is a tool that allows for favorable borrowing 
terms, with up to five years of interest-only payments

• Union Square infrastructure projects directly benefit at 
least 60% of Somerville residents

• Union Square infrastructure projects also unlock 
significant development in the neighborhood

• Using very conservative assumptions, projected captured 
increment is 1.9 to 2.5 times greater than debt service

• The administration will ultimately submit to the BOA for 
approval five infrastructure projects to be financed 
through the DIF
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Forecasting Fiscal Health Through FY27
• General Fund

• Projected surpluses are healthy
• Debt service costs are manageable
• New growth provides flexibility

• Water & Sewer Enterprise Funds
• Fund balances are high
• Debt service and anticipated MWRA costs are manageable
• Combined volumetric rate increases are in line with expectations 

set in FY17-FY21 rate study

10



Forecasting the General Fund
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Modeling the General Fund: Key Factors

Development 
Program

Tax Levy

Building 
Permits

GLX 
Developer 

Contributions

Capital 
Investment 

Plan

Debt Service

City 
Operations

School 
Budget

Pension & 
OPEB

Health 
Insurance

State Aid
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General Fund Projection Table
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General Fund Projected Budgetary 
Surplus FY19-FY27
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General Fund Model Results: 
Key Metrics
According to First Southwest, a healthy General Fund in a 
AA-rated City is defined as having:

1. A ratio of revenue to expenditures between 102% and 105%

2. A ratio of debt service to expenditures between 5% and 10%
• Less than 8% is considered “strong” by Standard & Poors

Fiscal Year FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27
Revenue /
Expenditures 103.4% 105.5% 104.7% 104.5% 106.5% 105.9% 105.9% 105.3% 105.3%

Fiscal Year FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27
Debt Service / 
Revenue 4.2% 4.1% 4.6% 5.4% 5.4% 6.2% 6.6% 7.0% 7.0%

15



Commercial/Residential Tax Levy Share
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Potential Strategies To Mitigate
• Use of reserves to net down debt service payments

• Use of reserves will support City Debt Financing by infusing funds 
into critical years to align ratios with benchmarks

• The City can apply $19 million of the over $34 million already in 
reserves to support debt relief

• Continue annual appropriation to GLX, High School, Street 
Reconstruction Stabilization Funds

• Invest stabilization funds to get an investment return
• Every dollar of infrastructure costs we pay in with reserves rather 

than borrow saves approximately $2
• A $1 million reduction in principal borrowing saves taxpayers 

millions in interest over a 30 year time period



Potential Strategies to Mitigate
• Further development of commercial sector

• Expand opportunity in the remaining transformative areas: Boynton, 
Inner Belt, Brickbottom

• Encourage additional investment in squares & corridors: Davis and 
Assembly

• Further grant opportunities
• Developer contributions above and beyond GLX 

payments
• Sale of building assets



Forecasting Enterprise Funds
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W&S Model Assumptions
• Developed by Woodard & Curran as part of the FY17-

FY21 rate study and updated each fiscal year during the 
budget process

• Key Expenditures
• MWRA projections 
• Debt service (based on CIP)
• Departmental operations

• Key Revenue
• Annual consumption estimated using 3-year rolling averages
• New volumetric revenue projected based on development program
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Water Enterprise Fund Budget Tables
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Sewer Enterprise Fund Budget Tables
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Enterprise Fund Model Results: 
Key Metrics
• Debt as a percentage of revenue below 20%

• Reserve balance as a percentage of annual budget 
between 15% and 30%

Fiscal Year FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27
Water: 
Debt / Revenue 8.7% 5.5% 7.2% 8.7% 8.7% 9.2% 10.3% 11.3% 12.5%
Sewer: 
Debt / Revenue 2.1% 3.8% 6.9% 9.2% 9.3% 10.0% 13.9% 18.0% 20.1%

Fiscal Year FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27
Water: Reserve 
balance / budget 30.0% 35.7% 38.9% 39.8% 41.0% 41.0% 39.1% 35.4% 30.0%
Sewer: Reserve 
balance / budget 49.9% 49.5% 49.0% 47.3% 47.7% 47.9% 43.5% 36.0% 28.2%
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Enterprise Fund Model Results: 
Volumetric Rate Projections

• Combined Water & Sewer projected volumetric rate 
increases through FY21 consistent with expectations set 
in FY17-FY21 rate study
• No proposed net increase in combined water and sewer bills 

beyond recommendations in FY17-FY21 rate study 

• The model uses projected rate increases for FY22-FY27 
time period set to achieve goals for debt and reserves

Rate Study 
Recommendation October 2017 Proposal

FY19‐FY21 FY19‐FY21 FY22 – FY27
Water 0% 3.3% 2.5%
Sewer 5% 3.0% 4.0%
Combined 3.13% 3.13% 3.44%
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• Future projected Water & Sewer volumetric rate increases 
are favorable compared to historical trends

Volumetric Rate Projections in Context
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Mitigating Water & Sewer Rates
• Controlling our costs

• Capitalizing on the opportunity that the Poplar St. Pump Station 
affords the City to send stormwater to the Charles River as 
opposed to Deer Island for processing

• Using Inflow & Infiltration (I/I) Fund dollars to remove 
additional stormwater from our system
• I/I contributions are projected to total $4 million by FY27

• Subsidizing the W&S Enterprise Funds from the General 
Fund
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Next Steps
• Items before the Board of Aldermen:

• Union Square DIF Development District request (submitted 10/12)
• Union Square DIF Development Program request (to be submitted 

10/26)
• Somerville Ave. Utility & Streetscape Improvements appropriation 

and bond authorization request (submitted 10/12)

• At the BOA’s request, follow-up presentations by City and 
consultants with responses to questions regarding 
General Fund and Water & Sewer Enterprise Fund 
projections.
• DIF: RKG Associates 
• Enterprise funds: Woodard & Curran
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