maximum-day demand will be sufficient to transfer treated water in the winter to
the individual pressure zones.

4.4 WATER TREATMENT PLANT SLUDGE
DISPOSAL

The water treatment sludges produced are primarily calcium carbonate with a high
magnesium hydroxide content. The sludges contain much of the original sus-
pended and colloid material contained in the raw water supply plus the chemical
added to produce coagulation.

The sludge is essentially composed of relatively inert material. The recent changes
in coagulation chemicals to a lesser dosage of lime and higher dosage of ferrous
sulfate may slightly alter the quality of sludge produced. However, the relatively
inert nature of the sludge should be retained even with these changes in chemicals
and dosages. The sludges should continue to be monitored to ensure this inert

quality.

Sludge is dewatered at each of the existing water treatment plants by use of centn-
fuges to produce solid concentrations in the sludge of about 35 to 50 percent.
These existing sludges are trucked to the City of Austin Shaw Lane facility in
Southeast Travis County. The Shaw Lane disposal facility is an old gravel pit that
is being reclaimed for beneficial use by using the inert solids from the water treat-
ment sludge to fill the pit. The City of Austin has a TNRCC permit for this

purpose.

The sludge from WTP 4 will be used for the same purpose at a gravel pit located
in lower Williamson County near Leander. Sludge is proposed to be transported
by use of a slurry pipeline rather than by truck. This is a more efficient method in
which the sludge solids are pumped to the site and the carrier water (supernatant)
is returned to the water treatment plant for recovery and use. This saves on sludge
processing and transportation.

The sludge disposal facilities at each existing water treatment plant have been or
are being upgraded by current projects to provide sludge treatment capacities,
which match their water treatment capacities. The problems with trucking sludge
have been and are primarily due to conditions caused by the truck traffic in resi-
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dential areas. This problem is being addressed by choice of trucking routes, time
of delivery and public education.

By putting the water treatment plant sludges to beneficial use in reclaiming aban-
doned gravel pits, the City of Austin has solved the issue of disposal in an enlight-
ened manner. The Utility will continue to monitor sludge quality and regulatory
trends. This current method of final disposal appears to be the method of choice,
and the gravel pits appear to have capacity throughout the planning period.

45 COMPLIANCE WITH SAFE DRINKING WATER
ACT (SDWA) AMENDMENTS

Among the many regulations governing water system planning, the most signifi-
cant and rapidly changing are those covered by the Safe Drinking Water Act
(SDWA). This section outlines the key features of SDWA requirements now in
force and discusses trends and probable new requirements that affect the planning
process. The City’s record of compliance with these rules is also stated.

The City of Austin’s record of SDWA compliance includes:

o The City has complied with all provisions of the Act in effect in January of
1993, This includes compliance with the Lead and Copper Rule.

o Compliance with the Surface Water Treatment Rule was achieved on July
1, 1993. Meeting this rule required major simultaneous construction proj-
ects at our three treatment plants.

Based on initial Utility review, the second stage of the Disinfection By-Product
Rule may prove challenging. The proposed rule should be available in March of
1994, and the Utility will evaluate its impact in detail at that time.

One important aspect of SDWA regulations is the requirement of public notifica-
tion when provisions are violated. The mandated notifications vary depending on
the severity and potential consequences of the violation. For example, a serious
violation of the Total Coliform Rule suggests public health concerns. This viola-
tion triggers immediate public notification via the broadcast media, while others
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require print media public notification. The Utility has never been involved in a
violation that incurred the notification requirement.

SDWA History

The Safe Drinking Water Act (SDWA) enacted by Congress in 1974 directed the
Environmental Protection Agency (EPA) to establish minimum national drinking
water standards. It stipulated that the states be responsible for implementing and
enforcing these regulations. Every public water supply serving at least 15 service
connections or 25 or more people must ensure that its water meets the minimum
standards established by the Act. Drinking water standards, or maximum con-
taminant levels (MCLs), became effective for 26 parameters which included tur-
bidity, 10 inorganic contaminants, 6 pesticides, and total coliform.

In 1986, Congress passed amendments known as the Safe Drinking Water Act
Amendments of 1986, which accelerated EPA’s regulations of contaminants,
banned all future use of lead pipe and lead solder in public drinking water systems,
and streamlined the enforcement procedures to ensure compliance.

The 1986 Amendments gave EPA three years to set standards for 83 contaminants
and monitoring requirements for an additional 150 to 200 unregulated parameters
in five sets of regulations. These drinking water standards not only establish
MCLs but also the best available technologies (BATS) that are capable of meeting
the standards.

As part of the SDWA, a number of rules and regulations have been developed to
achieve SDWA goals. These rules and regulations include those listed below.

Disinfection/Disinfection By-Products Rule (Phase VI A)

This Rule is currently the one that will pose the most serious challenges to the
City’s system. The Rule is being negotiated to establish requirements on the use
of disinfectants and the permissible levels of disinfection by-products. On Sep-
tember 10, 1992, the Disinfection/Disinfection By-Product (D/DBP) Rule was
signed. Concurrently, the EPA created an Advisory Committee to negotiate pro-
posed Rules by March 1994.
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To date, three proposed rules have been agreed to: Information Collection Rule
(ICR), D/DBP Rule, and Enhanced Surface Water Treatment Rule (ESWTR).

The D/DBP Rule will be divided into two stages. The first stage would establish
MCLs for total trihalomethanes (TTHMs) and total haloacetic acids (THAAs) at
80 and 60 parts per billion (ppb) respectively. MCLs would be established for
bromate and chlorite. Maximum residual disinfection levels (MRDLs) would be
proposed for chlorine at 4 milligrams per liter (mg/l) as free chlorine, for chlo-
ramines at 4 mg/l measured as total chlorine, and 0.8 mg/l for chlorine dioxide.
Stage 1 will require many large (greater than 100,000 people) systems using con-
ventional treatment to initiate enhanced coagulation for the removal of disinfection
by-product precursors.

The second stage of the D/DBP Rule would propose TTHM and THAA levels of
40 and 30 ppb respectively, but would remain open until a second regulatory ne-
gotiation in 1998. The second negotiation would be based on data from the ICR
rule, health effects, occurrence and exposure data.

With the City’s present treatment process we can meet the Stage 1 proposed limits
and can demonstrate enhanced coagulation. However, for the Stage 2 proposed
regulations various treatment alternatives need to be evaluated with the pilot plant
studies to determine further effects on compliance with this rule. This is a major
concern at the Green WTP where space for major process changes is at a premium.

Total Coliform Rule

The Total Coliform Rule was finalized on June 29, 1989. Requirements include a
written sample siting plan, a monthly maximum contaminant level of no more than
5 percent coliform positive samples per month from the distribution sample sites
(221 sample sites for the City of Austin), three specified repeat samples on any
positive sample and fecal coliform testing on each total coliform positive sample.

The City of Austin met the comphiance date of December 31, 1990 and has had no
violations to date.
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Surface Water Treatment Rule

This was finalized on June 29, 1989. Regulations became effective in December
1990, with a phased-in implementation period and full compliance required by
July 1993. Requirements include turbidity of <0.5 NTU in 95 percent of four-hour
measurements of water entering the distribution system; treatment techniques re-
quirements must achieve at least a 4-log reduction (99.99 percent inactivation) of
viruses; and continuous monitoring of concentration of disinfectant entering the
distribution system from each plant with residual disinfectant in the system not to
be undetectable in more than 5 percent of samples taken in a month for any 2 con-
secutive months. All public water systems using surface water are required to
disinfect and may be required to install filtration depending on source quality.

The City of Austin met compliance on July 1, 1993 by the addition of free chlorine
at the raw water intakes of each plant to provide the required viral and partial
Giardia inactivation. Additional Giardia removal credit is given based on the re-
moval of turbidity provided by the treatinent process.

Lead and Copper Rule

This Rule was finalized May 1991, establishing an action level for treatment of
0.015 mg/L for lead and 1.3 mg/L for copper in more than 10 percent of household
taps sampled. The 90" percentile of the City of Austin’s compliance samples
collected and analyzed for both the first and second round of samples were under 5
parts per billion (ppb). Consequently, the Utility has demonstrated effective
corrosion control. Water Quality Parameter sample results will continue to be
collected and reported quarterly from 10 distribution sample site locations as part
of the reduced monitoring program.

Phase Il Rule

The National Primary Drinking Water Regulation for 30 synthetic organic chemi-
cals (SOCs) and 8 inorganic chemicals (I0Cs) was finalized December 31, 1990.
The rule includes monitoring, reporting and public notification requirements for
the SOCs and IOCs. Also included are monitoring requirements for approximately
110 additional “unregulated” contaminants.
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Compliance sample results of March 1993 for nitrate/nitrite  were
0.21-0.23/<0.01-0.01 ppm which is well below the maximum contaminant levels
of 10/1 parts per million. Compliance monitoring for Phase Il and Phase V
contaminants began August, 1993.

In the future annual samples will be required for cadmium, chromium, mercury,
selenium, and barium. One sample every 9 years will be required for asbestos and
one annual sample for nitrite. For Austin’s system four quarterly samples will be
required for nitrate initially and then one annual sample thereafter. Quarterly
samples for one year will be required for the 18 Volatile Organic Compounds
(VOCs) and annual samples after one year of no detection. For the 17 pesticides
and PCBs, quarterly samples are needed every three years. After one round of no
detection, monitoring requirements will be reduced to two samples per year every
three years.

Radionuclide Rule Phase lil

The City of Austin Water and Wastewater Utility will not be affected by the
MCLs established for naturally occurring radon, radium-226, and radium-228,
since they are not a problem for this area. The new MCL of 20 pCi/L for gross
alpha and beta particle emitters presents no problem; the levels from our water
plants are below that level.

Phase V Rule

This rule, finalized in May 1992, regulates 24 contaminants which include nine
pesticides, six inorganic chemicals (10Cs), three volatile organic chemicals
(VOCs), and six synthetic organic chemicals (SOCs).

Compliance monitoring for the Phase V contaminants began for large systems in
Texas in August 1993.
Information Collection Rule

The ICR is intended to develop information for future regulation of D/DBPs and
provide input to the Enhanced Surface Water Treatment Rule. It is also intended
to provide data for development of a Stage 2 D/DBP Rule. Systems serving more
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than 10,000 people will be required to monitor raw water for microbial contami-
nants and water quality parameters as well as finished water for disinfection by-
products and operational parameters. Monitoring for systems serving more than
100,000 people for microbial, Giardia, Cryptosporidium, total coliforms, fecal
coliforms or E. Coli and enteroviruses, must be completed by March 1997,

Enhanced Surface Water Treatment Rule

The Enhanced Surface Water Treatment Rule (ESWTR) is intended to insure that
the present microbial protection provided by the Surface Water Treatment Rule is
adequate, and that microbial protection is not compromised by control of disinfec-
tion by-products in the D/DBP rule. The final proposed ESWTR—expected in
December 1998—will establish a baseline for systems serving fewer than 10,000
and update the baseline for larger systems if needed.

Phase VI B: Additional SOCs & IOCs

This rule, to be proposed in Spring of 1994, will select contaminants from the
Drinking Water Priority List along with those from the D/DBP rule, to make up
the 25 contaminants required to be regulated every three years.
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(1) In the same manner that it distributes the costs for their actual use, or
{2) Under a system which uses one or any combination of the following factors
on a reasonable basis:
i) Flow volame of the users;
(ii)  Land area of the users;
(iiiy Nomber of hookups or discharges of the users;
(iv)  Property valuation of the usess, if the grantce has an approves] uses
charge systemn based on ad valorern taxes.”

The foregoing regulatory requirements provide considerable flexibility in how I costs
may be allocated to users or user classes. The distinction made is that I/] represents a
cost category which must be identified and addressed in a user charge study following the
criteria specified.

4.0 CONSULTANT’'S RECOMMENDATION

The Rate Consultant recommends that the cost associated with infiltration/inflow (IT) to
the wastewater system be allocated to customer classes on 8 two-thirds (66.7%) customer
basis and one-third (33.3%) volume basis, Further, it is recommended that the number of
customer accounts approach be used for the customer allocation portion. We conclude
that this basis is most appropriate because:

Since a significant portion of U1 is not direcily related to the wastewater volume
contributed by cusiomers, but rather to the number of customer connections and the ‘
total length of the sanitary sewage collection system, the allocation of cost
responsibility for I/l should recognize that the number of customers served is a
predominant factor in the amount of I/} that cccurs in the collection system.

The larger 2/3 customer weighting basis is justified on a cost-causative philosophy
recognizing that most I7] enters the sanitary sewer system through defective customer
service conpections, pipe joints, broken pipe, cracks or openings in manhoies, roof
Jeaders, and area drains. The 1/3 volume portion fairly recognizes the greater length
and size of services and froniage mains serving larger comimercial and industrial
customers relative to residential cusiomers.

The method based on utilizing number of customer accounts, as opposed (o
equivalent connections, is administratively more simple and casy to vnderstand by
rate-payers, and does not require the estsblishment of wastewatet service charge
schedules by meter size.

The /3 customer aad 1/3 volume method is consistent with Austin's existing
allocation procedure on this issue.

5.0 ATTACHMENTS

See Public Involvement Committee (PIC) member comments and Executive Committee
decision on this issue paper immediately following.
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Executive Team Decision on
Issue Paper #5 Inflows & Infiltration

Consulrant Recommendation:
s Allocate /3 (66.7%) of identified Infiltration/Inflow costs based on number of customer connection

»  Allocate 113 (33.3%) of identified Infiltration/Inflow costs based on a customer class volume basis. @

Executive Team Decision: The Executive Team agreed with the consultant’s recommendation for =y
Infiliration/Inflow cost allocation. Black & Veatch will proceed with these general methodologies and é’
detail all specific allocation results within the cost of service model to be presented to the PIC in May.
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Executive Team Decision on
Issue Paper #7 Customer Class Wastewater Strengths

The Executive Committee met and reuched the decision documented below on March 30, 1999,

“system mass balance™ method based on monitored contributions and estimates of normal domestic
streagth contributions. The associated costs shoutd be recovered through the use of normal-strength
volume charges and extra-strength surcharges.

Consultant Recommendation: Customer class wastewater strepgths should be determined using the O

Executive Team Decision: The Executive Team agreed with the consultant’s recommendation for sewage
strength cost allocation, Black & Veatch will proceed with these general methoedologies and detail all
specific allocation results within the cost of service model to be presented to the PIC in May.
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Executive Team Decision on ,
Issue Paper #8 Peaking Factors

The Execntive Committee met and reached the decision documented below on March 30, 1999,
Consultant Recommendation: The recommendation has three elements L
¢ Castomer class peaking factors should be determined using the non-coincident demand or “non- (&
coincident peak” (NCP) method. .
* The customer class non-coincident peaking factors should be calculated using the billing data @
estimation approach (Option #2 in-the issue paper) in the short term for the current cost of service
ssudx‘ A T
L

* The Utility’s demand monitoring program should be re-examined and validated. U

Executive Team Decision: The Exccutive Team agreed with the consultant’s recommendation for using
the non-caincident peak demand basis and the billing data estimation approach. Black & Veatch will
proceed with these general methodologies and desail specific allocation results within the cost of service
mode! to be presented (o the PIC in May.

The Executive Team also discussed the current hourly demand monitoring program. They recommended
further analysis be completed before any final decision is made on whether 1o terminate the programn,
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This study s in fulfillment of that requirement. An additional provision of Freement
is that the City muanawmawhalaﬂ;wmmnsmthsmwmam«mmmm o

ate study befors the study is presented to the Austin City Councl for \ L )

The substantial increases in water and wastewater service costs during the 1980°s also
focused sttention on retail rates. In addition to the principa} concern with the overall
retail rate Jevels, questions arose about the equity of the current rate structure. It was

recognize

4 that information on the costs to provide service to different types of retail

custamers is critical for establishment of equitable service rates,

Water conservation also became & significant issue during the course of the 1980',

particularly
connections

following mandatory waler usé restrictions and &8 moratorium an new service
in 1984. Although imposed in response to {reatment capacity shortages which

have since been cured, environmental concerns and the cost of treatment capacity
expansions, have prompted intefest in the use of rate designs to promote water

canservation.

Parpose and Objectives

This cost-of-service water rate study has multiple objectives.  These objectives are
summarized as follows:

1

10011169.PDX

The City of Austin, like all municipal utilities, needs (o generate revenues
adequate to meet reveaue requirements (i.c., costs). Determination of
rates that meet the Ulility's revenue requirements is important to maintain
Jong-term viability and efficiency of service over time.

The purpose of a cost-nf-service rate study is to promote rate equity by
determining the costs of serving user dlasses and desigring rates to recover
those costs by class.

‘The City of Austin agreed to perform a cost-of-service rate study as part
of the settlement of wholesale rate litigation.

PO
. mmwutuwinmkememtydmmin’suﬁmymm R
sneeasﬁﬂ‘yQ—J

Implemen
defensible.  Cost-of-service rates have traditionally been

defended when challenged.

An important product of this rate study is a comprehensive computer rate
model that will be used by the City in future years to update and maintain
cost-of -service rutes.
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WATER UTILITY REVENUE REQUIREMENTS
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Debt Service Coverage

Debt service coverage s revenue collected in addition to Q&M and debt service
requirements to provide security on vonded indebtedness, finance certain capital

expenditures, and meet equity transfer requirements. The City's uillity revenue bond @

v

wmwmqmmmwmcmmﬁmdlﬁ times far prior Hen bords
mdsepmteﬁenbmds (contract revenue bands are separate lien bonds) and 1.10 times
for subordinate lien bonds. The City's financial policies require the Utility to majntain
debt service coverage ratios of 1.50 times. The level of debt service coverage isa
significant ratemaking issue, because debt service COVErage requirements may dictate
overall requirements for which rate revenues smust be raised.

There are virtually always differences between the amount of debt service COVErage
required by bond covenants and those actually achieved by utilities. Bond covenants
specify minimum coverage ratios. In practice, utilities strive 10 maintain coverage ratios
in excess of these minimums, both to ensure continued complisnce with the COVEnants

—and fo assare contifiued A6céss o fiew capifal on reasonable terms. For example, if 2
utility operated at or near the mirimum required coverages, it would run the risk of failing
to achieve the minimum coverage whenever unanticipated events operated to reduce
forecasted revenues of increase Costs. In addition, operating near the margin would
create a risk that the utility's bonds would be downgraded by rating agencles.

in recem years, the City's debt service coverage policies were challenged by outside-City
customers. These challenges were based on the view that the City’s 1.50 times coverage
policy requires collection-of revenues for discretionary coststhat could be cut withioGl
affecting the delivery of utility services. In the 1989 water rate casc, tha Texas Water
mmnﬂﬂoﬂ,mudmmcmwmntdhmam,hddmatamge ratio of
1.39 times wes adequate at that time.

CH2M HILL examined the City's 1.50 times coverage target compared to other
communities across Texas and the nation. These surveys indicate that Austin's target is
substantially below what other communities achieve. Additionally, the Utility’s revenue-
based general fund tmmfc?mdmphaloutlsyrequirememsmmnﬁymhthax
coverage ratios of approximately 1.50 times will be realized (even if there were no policy
directive to do 50).

If debt service coversge is treated as a residual calculation in determining revemue
requirements (l.e., it only operates 10 increase revenue requirements if current claims
against coverage dollars are insufficient to generate adequate coverage), the Clity’s
revenue requirements would not be jncreased because of the current 1.50 times coverage
target. If, on the other hand, debt service coverage 18 treated as a primary factor in
determining revenue requirements, the City’s 1.50 times coverage policy will effectively
minimize revenue requirements as compared to those that would be established in most
other communities. In the rate study, debt service coverage was treated as a residual

10011 168.FDX 2-14
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that new development pay impact fees designed ta recover a portion of the capital cost
of the offsite facilities needed to serve new Cusiomers.

Though some customers may have made substantially different capital contributions than
others, differences in capital contributions among customer classes are generally not a
consideration in development of cost-of-service based rates. Contributions are viewed
as part of the historical agreements by which service provision was contracted. Standard
ratemaking practice is to design scrvice rates to recover rate year revenue requirements,
not revise or remedy previous contractual obligations.

However, through the cost-of-service project’s public involvement program, several
wholesale customers asserted that the City had required extraordinary capital contribu-
tions from certain customers. These customers claimed that they were effectively forced
to make these contributions due to the unfair bargaining position the City holds as
reglonal service provider. They asserted that their contributions entitle them t0
discounted service rates, since, in the absence of their contributions, the facilitics they
‘contributed would have been financed by the Utility.

The question of rate credits for capital contributions ralsed several issues for the
development of rates for Austin. Should any rate credits be provided, since to do so
would involve retroactive ratemaking and diverge from standard cast-of-service ratemaking
principles? And, if rate credits are granted, how should these credits be catculated?

As to the second question, considerable discussion focused on how certain costomers’

capital contributions could be distinguished as etigible for credit. Retail customers have,
as a matier of standard practice, been required to contribute capital as a condition of
receiving service. If wholesale contributions were to be recognized in rates, equity would
require that credits be provided only to the extent that contributions exceeded the average
contributions made by retail customers.

An analysis was performed to determine the relationship between the capital contributions
claimed by wholesale customers and what might be termed "normal" or average
cantributions required of retail customers. This analysis indicated that in noarly all cases,
the facilities for which contribution credits were claimed had not been transfcrred to Ciiy
ownership. Becauss it would be incorrect to grant rate credits for facilities that have not
beeumdepanofmeatfssmam,themofhw:ocakxﬂateacmdﬁwasdeemd
moot.

Therefore, both because of the inherent problems in developing rate credits for capital
contributions at all, and the fact that most of the facilities in question remain owned by
wholesale customers, capital contribution credits were not incorporated in rate calcula-
tions. This conclusion was supparted by the Ad Hoc Cost-of-Service Committee’s vote
to exclude rate credits from rates.

1001 1168PDX 2-16
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General Fund Transfer

The City of Austin has & long standing policy of relying on its utility enterprise depart-
ments to provide a portion of the funds needed to finance general government opera-
tions. For cost-of-service ratemsaking, general fund transfers present two important
questions largely because of the existence of outside-City Utility customers. These
questions are whether general fund transfers are properly included at all in utility revenue
requirements based on cost of service, and if so, what s an appropriate transfer level?

The Water and Wastewalter Utility’s principal general fund transfer is currently set at 8
percent of average annual revenues for the prior 2 yearns and the current year estimate—
approximately $13.6 miliion st FY92-93 revenue lovels, It hus variously been described
as & payment in fieu of taxes, 8 payment in tieu of franchise fees, and & return on
investment. These descriptions reflect the view that general fund transfers are properly
included in revenue requirements in the same way that rate of retumn of iax and franchise
fee payments are included in investor-owned utility revenug requircments.

Uhility transfors are & particularly impormnlmﬂmdiargawﬂmrmtﬁmmins
mmwdmmmwwm Austin, which is the seat
dmpmmmawmdam pubucmﬂvmky,mdwhmmuein
m&fmmmmahmﬁm of real proporty exempt from

taxation. Support of general government through utility charges is, therefore,
an effective mechanism to recover payments for genersl government services from
{nstitutions that would otherwise be exempt. A survey of similarly situated citics around
the country indicates that Austin’s practice is not uncommon and, among cities which
employ such 8 transfer, Austin's tramsfer rate is within the range of these cities” transfer
practices. The legality of such 8 transfer as upheld in various couris around the country,
as well as the fact that such transfers are a common public financing mechanisim, further
support its inclusion in Austin's revenue requirements and suggest that Austin’s transfer
rate is reasonable.

However, in the 1989 rate casc & the Texas Water Commission, the City’s wholesaie
cmmmmkmepombnwﬂwmﬁumm’ ; ermciscdthccny%mﬁns
andthauhetranésrwasunmhwdmthecostofprovldingscm They argued
that because they do not five in the City and do not benefit from its municipal services,

they should not be asked to share in the cost of providing those services through utility
rates.

The subject of the revenue-based transfer was debated at length at 8 meeting of the Ad
Hoc Cast-of-Service Commitiee. It was the Committec’s view, with which CH2M HILL
cancurs, that the transfer is properly includible in the Utility's revenue requirements, and
that all customer classes, wholcsale and retail, should share proportionately in the cost.

10611168.PDX 217
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in the regression equation to cstimate water use during 1991 under normal weather
conditions. The rosulting estimate was 4.7 percent higher than the actual 199 sales

volumes.

Based on the weather normalization analysis, actual water sales during the summer
months were Increased for each customer class (except in-City single-family, which was
already based on a 12-year average use per account). The commercial and maltifemily
classes’ summer valumes were increased 4.7 percent. The wholesale volumes were
increased 5.0 percent. Industrial usage was assumed unaffected by weather, so 00
adjustment was made. Outside-City single-family summer usage was increased 6.0
percent. In-City single-family usage was based on historical billing data which showed
the average use per account over the 1979-1991 period. This multi-year average was
judged to be a reasonable normalization, so no further weather normalizations were made
to this class.

fof Which asage dats were avallble (May 1991 through April 1992) to the year for which
the rates would be in cffect (FY92-93). This growth estimate was provided by the City
based on estimates of short-term customer growth in the service area, The growth
estimate is conservative so that revenues will not be overcstimated. The 1.1 percent
growth assumption was applicd to all nonindustrisl customer classes, including wholesale
customers that may be fully developed. The potential inaccuracles resulting from not
specifically analyzing growth rates in cach portion of the service area are judged to be
insignificant in the averall rate calculations.

mnhgmwmtmwmmcmmam

The rate calculations assuroe a 1.1 percent annual growth in sales volumes from the year

Fmp\mpmofthcmﬁdmmmﬂy.thebﬂkdmwcomumm&rm&ﬂw
wholesale customers for the 12-manth period May 1, 1991 to April 30, 1992 was adjusted
to reflect consumption on & calendiar month billing cycle.

The pracess followed by Utility staff to make the adjustments included reviewing each
wholesale customer’s billing read dates and shifting a pro rata share of billed consumption
for calendar days that pertained to a different month.

For example, if ABC MUD #1's billed consumption for billing cycles 4/15/91 to 5/14/9

and /1591 to 6/14/91 were 150,000 and 170,000 gallons respectively, the adjusted
consumption for the month of May 1991 would be calculated as follows:

1. 4/15/91 to 5/14/91 billing cycle = 30 days
2 14 days pertained to May = 14/30 or 46.67%

3 Pro rata consumption from 4/15 to 5/14 cycle assigned ta the month of May =
150,000 X 0.4667 = 70,005 gallons

10031 16RPDX 35
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PLUS
4, 5/15/91 to 6/14/91 billing cycle = 31 days
5. 17 days pertained to May = 1731 or 54.83%

6. Pro rata consumption from 5/15 to 6/14 cycle assigned to the month of May =

170,000 X 05483 = 93,211 gallons
EQUALS

7. TOTAL ADJUSTED GALLONS FOR THE MONTH OF MAY = 70,005

(14 days) + 93,211 (17 days) = 163,211 GALLONS

Peaking Demands

The cost of providing water to customers depends, not only on how much water they use,
but also on how their use occurs over time. The maximum-day and maximum-hour
peaking requirements af a watet utility’s customers are an important influence on the
otility's costs. Because water utilitics attempt ta meet all the water demands of their
users, they size their water systems 10 meet their users’ peak requirements. Therefore,
during off-peak periods, there are usually costs associated with unused capacity of the
system. To develop equitable rates, the analyst must aliocate these cosis (o the users in
proportion to each user’s contribution to the system peak. Thus, the analyst must
determine the pezk rato of use reiative to the average rate of use for each class. This
ratio is called a peaking factor. Peaking factors arc developed for maximum-day and

maximum-hour rates of use.

If water meters could record both daily and hourly flow rates for each customer, the utility

could abtain perfect information on peaking factors, Clearly,

this is not feasible, because

the enarmous costs imposed on the utility could not be justified on the basis of better
results. The City's utility has, however, instituted an hourly monitoring program to allow

it to collect peaking information from a sampie of customers.

Currently, complete data

from this program is expected to be available for the period June through September

1992

Hourly Water Demand Monitoring Data

——

Because of the unavailability of monitored water demand data, the vast majority of water
mwmmmgammmmmmmmm é
m(u,mmmmmmw). These estimates, though ;
usually developed using well established techniques, are subject to important limitations.

For cxample, an Individusa] wholesale customer may effectively employ storage facilities

that mitigate peak day and peak hour demands. This may not
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billing data used to estimatc peaking factors, Similarly, if daily water demand patterns
vary significantly over days (and hours) of the biling month, estimated peaking factors
may mute customer class respousibility for peak day and peak hour demands.

The City of Austin Water and Wastcwater Utllity has begon a water demand monitoring @
effort which, upon full implementation, promiscs peak demand data colected from
continuous monitoriag of a statistically representative sampling of customers. Peaking

factors based on monitored usage will be available from this monitoring cffort. This
information will represent a significant advancement in the availability of information on

water demand pattems and, correspondingly, will cnhance the accuracy of cost allocations

made through cost-of-service analysis,

Hourly monitoring of selected wholesale and industriai customers was initiated in FY89-90
and cxpanded in FY90-91 to include residential and commercial customers, The limited
deployment of metering equipment in FY89-90 yielded valuable, though not comprehen-
stve, information. For example, the data collected offered evidence of distinct differences

i intra-ctass water demand paiterns among the Utllity’s wholesale customers. Several
implementation problems including mid-summer lightning strikes, meter vault floodings,
and installation delays, resulted in the collection of limited data during FY90-91. Notably,
meter vault floodings and lightning strikes resulted in the Joss of most of the Utdlity's
residential sites. Those remaining constituted a rarified sample from which customer class
peaking factors cannol be inferred.

The avaflability of limited hourly monitoring data presents several options for cost

- alfocation. ~First, use of monitoring data could be suspended until sufficient data is
collected to ensure statisticalty valid vepresentations of customer class peaking
responsibility. The advantage of this option is that a standard methodology —billing data
estimation of peaking factors—would be consistently applied to all customer classes. The
disadvantage of this option is that it largely ignores data that Is available for a limited
number of customers. Insofar as the analysiz of billing data is an estimation procedure
for monitored information, {t could be argued that the available monitoring data is the
best possible “estimate” of peaking factors,

A second option would be to use available monitaring data and billing data estimates for
those customer classes for which monitored data are unavailable, The advantage of this
option is that it would use the best available peaking factor data for each customer class.
The disadvantage is that it sacrifices the consistent application of 2 single methodolagy
to all customer classes. Individual customer classes could be disadvantaged or benefitted
simply by virtue of whether they happened to be successfully monitored.

A third aption for the development of wholesale customer peaking factors is suggested
by the possibility that monitoring data on one wholesale customer may be used
represent the water demands of similarly situated wholesale customers. If so, monitored
peaking factors of comparable whalesale customers, adjusted for differences in monthly
consumption, could be assigned to those customers for which monitoring data is not
available, The principle advantages of this option are that it uses all available peaking
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factor information, preserves the relationships between wholesale customers indicated
by billing data, and consistently applies a singie methodology. Significant disadvantages
of this option are its tenuous assumption of comparability among individual wholesale
customers, and its awkward synthesis of billing data and monitoring data.

The peaking factors developed under each option are presented in Table 3-2. The
Project Team evaluated each of these options considering the fact that relative, rather
than absolute, peaking factor values are most important for cost allocation purposes. This
consideration led to the conclusion that preservation of the relationships between
customer classes indicated by billing data was of primary importance—a conclusion which
secured consensus agreement of the Ad Hoc Cost-of-Service Committee. Peaking factors
developed by Option 1 methodology is used for the development of rate options largely
due to the inherent problems in assuming comparability amang wholesale customers.
Sensitivity analysis of the base case raie option was performed using Option 3 peaking
factors (see Section 6).

As of the-erd-of Joty 1992, wiost of this fraplemenTation problems of the Uatity’s hourly
mdmnﬂmﬁmgpmgmhndbmmom This présents an opportunity for

ufmm-nf-scwiecamlysisusingwawrdemnddam collected during the
summer of 1992,

Peaking Factor Estimates

For reasons mentioned above, Option 1 peaking factors were used for this study. The
following equations show the calculations of these peaking factars for each class.

(ChwtComp»menMqu mgmggmmg . Maximum-Day

(Av. Month for Class §) (System Max. Month Rate of Flow) Peaking Facsor
(Chsim.mﬁmmucm:ﬂ)x w?«kﬂwmw . Maxteum~Hour
(Av. Month for Class f) (Syrvem Max. Monsh Rass of Flow) Paaking Factor

The cstimates of maximum-day and maximum-hour peaking factors for each class
calculnted under Option 1 are shown in Table 3.2. The maximum-hour peaking factors
for the customer class ranged from a high of 3.43 (Hill Country Utilities) to a low of 149
(In-City large Volume/Industrial, Outside-City Multifamily, and Village at Western Oaks
MUD).

The poaking factors estimated aro for coincidental peaks. This means that the estimates
of maximum-day peaking factor measure the probable ratio of each class’s use during the
system’s peak day, to each class's use during that class's average day. Similarly, the
maximum-hour peaking factor is based on the customer class’s use during the system’s
maximum-hour. Thus, the peaking factors estimated in this anaiysis are the expected
peaking factors for each customer class during the system's maximum-day and maximum-

hour.
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Capita) Improvement Program expenditures in any given year &ré financed through
existing CIP fund balances, bond proceeds from new moncy issues, and current revenues.
Impartantly, 8 significant portion of projects required in a particular year may not have
available bond authority. For example, transmission line relocations in conjunction with
state highway projects are typically not debt financed. These projects must be funded
through current revenue ransfers ta the CIP. Funding of remsining projects is guided
by coverage fequircrnents, equity financing constraints, and economic considerations of
mew bond issues. If required current revenue funding of CIP projects does not result in
excess coverage, projects for which hond autharity is available may be equity financed.
However, as has been the case in recent years, the Utility's FY92-93 requirements
generate debt service coverage ratios slightly above the 1.50 caverage target, largely as
a result of required transfers to CIP funds.

Table 4-2 shows the Utility’s actual capital requirements for FY90-91, known and
measurable changes in costs, and the FY92-93 requirements.

— Revenue Bonds

The largest capital cost item is debt gervice on utility revenue bonds, The FY92-93 debt
service requirement on utility revenue bands is about $27.3 miltion. This requirement
is net of debt refunding and defeasance savings and application of funds from the Utility's
Debt Management Fund. The known and measurable changes for utility revenus band
debt service refiect the effects of defeasances and refundings, as well as the normal annusl
changes in the scheduted debt service. About 2.6 million (almast 10 percent) of the total
.revenue bond . debt service requirement Js- debt-setvice on tho system’s excoss reserve—
capacity.

Contract Revenue Bonds

The City's FY92-93 debt servica requirement on contract revenue bonds is about $3.9
million. Contract revenue bands (CRBs) were issued by the City to pay for capital
improvements that would serve Maunicipal Utitity Districts (MUDs), but would also have
sufficient capacity to accommmodste future growth outside of the MUDs. The City entered
into agreements with each of the MUDs, which specified how the debt service cosis would
be shared between the City and the MUD based on the projected use of the facilitics.
The CRB debt service includexd in the Utility's revenue requirement reflects only the City's

of the debt service on thesc bonds. This requirement is also met of savings
resulting from debt refundings and defensance and interest income earned on excess
construction and reserve funds.

Municipal Utility Districts with outstanding contract revenue bonds for which the City
pays a share of scheduled debt service are as follows:

’ North Austin Growth Corridor
. South Austin Growth Corridor
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Table 5-1 shows joint and specific O&M costs for FY92-93. The joint O&M costs of the
water system are about §25.1 million, inciuding about $632,000 of revenue-based
allocations. Costs allocated to retail customers only are about $11.7 million.

Capital Costs

CH2M HILL analyzed the Utility's plant-in-service and received input from Utility staff (,’J

to determine joint and specific capital cosis. As with O&M costs, all capital costs

memmmmmmammwmﬂMom =353

Mast of these costs are determined through the functionalization process (see discussion

below). Table C-2 in Appendix C shows that Leak Detection cosis were immedialely

identified as retail specific costs because all Leak Detection activities occur within the

distribution system. nawwmmummmch-amxm (Mo

wmmmmwummmmmmmnu e J

{oches in dismeter ere considered distribution fines, Table C-3 shows that the FY9293 - 2z

requirement for Leak Detection projects is almost $1.0 million. @ A
~ 7

Tabie 5-2 shows the Water Utility's FY92-93 capital costs net of nonrate revenue. In i
FYD2-93, the net capital costs allocated to retail customers only is about $3.6 million, and

joint costs are about $40.] million, Including $6.9 million of revenue-based allocations.

The aliocation of contract revenue tond (CRB) costs to customer classes is discussed later

in this section.

Allocation to Service Fanctlons

For this analysis, the revenuc requirements were allocated to the following service
functions: transmission, distribution, pumping, lreatmeat, SIOTRES, customer services, fire
protection, and indirect. In addition, some costs were allocated to reserve capacity, and
revenue allocation categories. These are special categaries that resulted from specific
cost allocation issues pertaining to the City. The methods for allocating costs in these
categories are described separately below.

Costs are allocated to service functions for two primary reasons. First, 83 mentioned
above, certain functions serve specific custamer classes. The costs of these functions must
be segregated from other system costs in order to determine specific cost responsibilities.
Second, by functionalizing the revenuc requirements, the costs can be more accurately
allocated to customer service characteristics (sce discussion below) and, ultimately, to
customer classes.
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D.  After all research on these CIP projects was completed, the next task for
the Utility was 1o functionalize all CIP projects 10 the identified functionel
parameters. This process was done in two phases:

1 The first phase was directed by the Uhility Finance staff and
obtained information from the Utility and Public Works Department
project managers. The Utility received: functionalization criteria
from CH2M HILL to assist the praject managers in determining the
functionalization of each of the projects. The project mAanagers
were given workpaper forms for each CIP project they mansged to
be used to document their response. The Utility used these forms

(o enter data into the COS CIP Project Database.

2. The second phase was completed by CH?M HILL enginecring
staff. The Utility provided CH2M HILL with printouts of the COS
CIP Project Database showing the profect nymber, project nAmE,

projects that had been functionalized in phase one werc included
for review. The remaining projects that had not been functionalized
were also fisted. CH2M HILL reviewed the projects 10 determine
the functional percentages. This process took approximately one
month. The COS CIP Project Databese Tists were returned to the
Utility staff for data entry.

After the Uity had initiated the CIP project research, it became apparent that the
Utility would not be able to identify which specific CIP prajects wert funded entirely or
in part by issued reveruc bonds. Records of funding sources o individual CIP projects
could not be readily tracked from the City's financial system. Therefore, the Utility and
CH2M HILL were faced with a decision on how to best functionalize revenue bond debt
service using the available CIP project information. The process by which revenue bond
debt service was functionalized s deaited below:

A Although the Utility staffl was unable t0 detcrmine which specific CIP
projects were funded using fssued revenue bonds, they covld identify the
total amount of revenue honds that were issued for a specific bond

authority proposition. - it was that revenue bond dobt
m«ﬁmwmﬁntwnmﬂbebund updn‘tbcomfallhondwmorﬁy
proposition

B. The COS CIP Project Databasc was then sorted by bond authority

propasition. The total expenditures for each CIP project tisted within the
proposition were distributed to each of the functional parametess

upon that project’s functinnal percentages identificd by the project

managers or CH2M BILL. For example, If 2 specific Water CIP project

was functionalized 85 95 percent 1ransmission and 5 percent fire protection,

then the total expenditures for that project were distributed to the
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respective functional parameters based on the identified percentages. The
resulting functional expenditures for each bond authority proposition were
tataled for each functional parameter. The overall bond authority
proposition functional percentages were then calculated by dividing each
functional parameter total expenditures by the total proposition expendi-
tures. Printouts of each bond authority proposition showing a list of CIP
projects, total expenditures, funetionsl percentages, and the overall bond
suthority propasition functional percentages were completed asdocumenta-
tion.

C.  CH2M HILL and the Utllity decided that excess reserve capacity revenue
bond debt service requirements would be functionalized differently than
other revenue bond debt service requirements. In the analysis that
determined the excess reserve capacity debt service requirements, an
allocation of issued revenue bonds pertaining to excess reserve capacity was
determined. The Total Issued Revenue Bonds were reduced by the

- ) allocation of excess-reserve capacity fssued bonds te produce the Net Issucd

Bonds for each of the bond authority propasitions,

D.  The Net Issved Bonds for cach band authority proposition was distributed
to the functions! parameters by using the overall bond authority proposition
functional percentages caleulated insection B. Each functional parameter’s
Net Issued Bonds were toialed. Revenue bond debt service functionaliza-

tion percentages were calculated by dividing the Net lssued Bonds for each

_functional parameter by the total Net Issued Bonds,— — -

E Revenue hond debt service reguirements net of identified excess reserve
capacity revenue bond debt service requirements were functiormalized
according to the percentages calculated in section D.

Table C-4 in Appendix C shows the percentages of each capital requirement item that
are distributed to the functional catcgories. As shown in the table, a portion of revenue
bond debt service is allocated to each functional category (except revenue allocations).
The functional category that receives the largest allocation of revenue bond debt service
cost is treatment; about 40 percent of the revenue bond debt service requirement is
associated with treatment facilities.

Table C-5 shows the amount of joint costs allocated to each service function. Treatment

is the largest function In terms of cost, representing almost 50 percent ($19.0 million) of
total capital requirements. The smallest portion of system capital costs are allocated to
fire protection, these costs arc about $135,000 in FY92-93. Table C-6 shows the
allocation of retail only costs to functions. All of the costs allocated to retail customers
in this table are distribution costs. It is importent to note that fire protection costs are
also retafl anly; however, they arc allocated to retail custamers following the allocation
of casts to customer service characteristics discussed later in this section.
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Capital Cosis by Customer Service Characteristic

Table 5-2 summarizes the results of the allocations of capital costs to customer service
characteristics, including joint costs, retail-only costs, reveaue-based allocations, and
contract revenue bond allocations. The revenue-based capital cost is the general fund
transfer, which is calculated from system reyenuces, and is thercfore 8 revenue-based
allocation item. Contract revenue bonds are aliocated as a separatc category because
these costs are allocated to customer classes in 8 slightly different manner than other
costs. The method used to allocate contract revenuc bond debt service to customer
classes is described later in this section.

Table -2 shows that more than $21.8 million of the $47.3 million net capital costs are
allocable to base demand and more than $10.9 million are related to meximum-day
demand. Maximum-hour costs and contract revenug bonds are each more than $3

million.

Allocations to Customer Classes

The costs by customer service characteristic (Tables 5-1 and 5-2) are allocated to cus-
tomer classes based on the proportionate usage levels of each characteristic by cach class.
Joint costs are shared proportionately by all classes. Retail costs are aliocated only to
the retall classes based on their respective proportions of each characteristic.

Contract revenue bonds are allocated to each class in & slightly differest manner, The
Wmmmnmmnmmmemmmm.
sibility for that MUD, The MUD pays none of the City's share of the debt service on
its own issue. However, the MUD does pay its proportionate share of the City's debt
service on all other contract revenue bond issues. Retall classes pay their respective
shares of all the City’s contract revenue bond debt service requirements. This method
is used because the City’s shares of these debt issues were for facilities providing general
system benefits. However, the MUD's contracted shares of their issues were mitially set
based on the total use (benefit) that the MUD would receive from those facilities.
Therefore, allocation of any of the City’s share of that issue to the MUD would result

in the City overcharging the MUD.

Revenue-based costs are allocated to customer classes in proportion to their share of
other costs. The allocation of these costs is the final step in the cost allocation process,

Net Costs hy Class

The allocated costs by customer class are summarized in Table 5-3. The in-City single-
family class is responsiblc for more than $39.9 million of net requirements from
ratepayers. This amount is about 474 percent of the total requirements from rates.
Commercial users inside the City are allocated about $17.1 million, and large volume/
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Tssue Paper #4 February 15, 2008
Customer Classification Page 4
Common Data Limitations

Customer class peaking factors serve as the basis to aliocate functionalized costs to each
customer class. Customer class peaking factors are based on peak-day and peak-hour
demands. These demands are not typically available on a customer class fevel. In fact,
usage data for individual customer classes are typically available ouly on 2 monthly basis
{or in some cases, less frequently.) Nonetheless, estimates of peaking fsctors by

customer class can serve as a proxy to assign functional cost componeats in an equitable
TANNE.

Method of Prorating System-Wide Peaking Factors

Considering the limitations on meter reading frequencics, the water industry has
developed approaches to estimate peaking factors by customer class. Some utilities
maintain meters that record daily and hourly reads for a ssmple of customers. in fact,
during the carly 1990s AWU did just that. The costs of these programs arc often

21 Iy - OS

e rns. AWU abandoned its daily and rly meter-reading m. T
/ Published data from comprehensive sampling programs may be used to develop estimates \\
of peaking factors by class. However, these data are often specific to the climatic and

demographic conditions where the studies are conducted and generally do not provide

adequate information for other utilities.

As Tve, peaking factors are often derived by prorating the system-wide peaking
factors to customer classes based on each class's contribution to the system peak-maonth
demands. The derivation of customer class peaking factors uses the following
information:

System average-day demands

System peak-day demands

System peak-hour demands

System peak-month demands

Customer class avernge-month and peak-menth demands

*« & &5 @

The fotlowing formulas are often used:

Class Peak Month Demand ¥ Svstem Peak Day Demand
Class Average Month Demand  System Peak Month Demand

Class Peak Day Factor =(

And:

Class Peak Hour Factar = [ Class Peak Month Demarnd v System Peak Hour Demand }

Class Average Month Demand ~ System Peak Month Deniand
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Issue Paper #3 January 15, 2008
Wastewnter Cost Allocations Page |2

o Number of connections. Under this approach, Ul is attributed to customer classes
based on the mumber of connections each class has within the wastewster system.

« Land Area Since Ul is often introduced into the collection system, and the
ultimate length of pipe in the collection system is based cn the total area served,
land area is available a5 a method 1o atlocate and recover 171 costs.

» Property values. For sysiems that have 1 ISEPA approved system of rates based
on ad valore:n property taxes, property values may be used to allocate and recover
i1 costs.

Other Observations

The approaches used to altocale and recover 11 costs vary from utility to utilily. Some
utilities base the allocations of I7T to customer classes based on a combination of the
factors listed above. Other utilities use only one of the avnileble methods.

The primary differences in the methods of allocating and recovering 171 costs are based on
different philosophies. Some analysts consider 1/] cost as another element of the
wastewater system that must be managed. And since 17 generatly affects the flow-related
unit processes the most, the cost associated with I/ are then allocated based on a
customer classes’ flow. The cost of mitigating 1/l are ofien incurred lo augment the
hydraulic capacity of the treatment plant and portions of the conveyance system.

Some analyst attewpt to allocate the source of Il back to the customer classes. In some
cases, 1A is assumed to occur primarily in the collection system and at the point of
connection of customers™services TO ThE s SEver Taterals, tUnderthis-essumption, analys

- ~-‘ma'§'§1@mm a per custamer basis, —
L AN

i <" AWU is unique since much of its major cofveyance sysicms have historicalty be placed
/ within natural creeks and streams. Although this placement may maximize the use of
gravity to convey wasteweater, it likely increases the 111 of the majar conveyance sysiems,
This unusual circumstance suggests that [/l does not correlatc well to the number of
connections.

Methodo!

When considering the issue of wastewater cost allocations, the following methodological
options are important to consider:

I Which is the most appropriate overall method for allocating costs {i.c., design,
functional, or hybrid basis)?

PFT of Michaei Casliio-804
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The Perfect Storm’: Setting priorities at the
Austin Water Utility in a time of fiscal crisis

BY SCOTT HENSON

Executive Summary

Austinites are using less water per capita, Conservation is working. That should be cause for
celebration. Saving water saves ratepayer money. It als0 means lower energy use and lawn-chemical
consumption.

But at the Austin Water Utility (AWU] they're calling it a “Perfect Storm” of disaster because if people
use less water, AWU won't generate enough revenue to pay for Water Treatment Plant 4 {WTP4), not to
mention long-overdue mamtenance costs. Thus analysis by the Save OQur Springs Alliance demonstrates
that residential water rates could nearly doubde if the City continues along its present path,

In the bocok and movie, “The Perfect Storm,” a fishing boat captain {playad on the big screen by George
Clooney) steered his ship directly into the tempest 1 search of a big catch and everyone died. 30 ity
staff's use of the dire term is mstructive. Like the sea captain o the stary, AWU has recommended that
the City Council charge shead with WTP4 — costing ratepayers 51.2 billion over the life of the project -
regardless of the fiscal danger. But this s not 3 movie. Austin families can’t afford large rate hikes
during a recession and the City has alternatives to this expensive boandoggie.

just last month AWU officials informed the City Council of an expected 543.2 mullion revenue shortfall in
FY 2010 due to lower than projected water sales. The water utitity's revenue model had somehow failed
to predict the "perfect storm” of reduced water use by residences and businesses due 1o ram and
conservation. If current reduced water sales levels persist, Austin could be required to nearly double
ressdential water rates by 2015, mastly to pay for the Water Treatment Plant #4.

Despite years of controversy and debate surrounding the project, residential rate payers have never
peen given a realistic estimate of WTPA's hit to consumer pocketbooks, partic ularly when combined
with ather ongoing debt-funded projects and the City Council's unpublicized decision 10 shift water-rate
burdens from commercial to residential customers. This report attempts to quantify these giobal
residential rate impacts.

tnvestment in WTP4 has been touted as Austin’s “stimutus” for the local business community, aibeit one
financed by local rate payers instead of the federal government i put Austin could also add jobs - reat,
tong-term jobs - by repairing massive leaks in our existing water system— leaks that allow nearly 10
million galions of water a day to just seep into the ground. It could and should also invest in “green jobs”
n water conservation and efficiency that would pay long-term dividends while drought-procfing our
economy.
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Recommendations:

e Estimate proposed rate increases based on data that includes implementation of new waler
conservition poals and the 2008 cost-of -service study, then tell residential rate payers exactly
what their overall rate hikes will be through 2015.

*  Constructing expensive new infrastructure white simultaneously shifting costs from commeroial
to residential customers puts too high a burden on residential water customers, Put off new
construction untd the cost-of-service adjustments are complete to avoid piling onto residential
rate payers all at once.

» Belore beginning construction on WTP4, evaluate cheaper plant options that would replace the
decommissioned “Green Water Treatment plant” with a new plant located in the Desired
Development Zane and drawing water from Lady Bird Lake.

s Continue to implement water conservation, includmg aggressive, summertime lawn watering
restrictions, to limit peak-day water use and achieve recently adopted city-wide conservation
goals

s Prortie foang leaky pipes over a new intake for new revenue bond indebtedness so that
millions of gallons of water aren’t uselessly seeping into the ground each day

The Perfect Storm: Setting priorities at the Austin Waoter Utility m o time of fiscal crisis, June 8, 2010
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Introduction: The Perfect Storm and Austin Water Rates

At a recant meeting of the Water-Wastewater Commission Budget Subcommittee, Ausun Water Utility
(AWU) ofhoals told commissioners they were expermncing a "Perfect Storm” of reduced water sales
and income because of recent rain, the effects of conservation programs, and the economic downturn
Revenues are down more than 10% and AWU expects to take in $43.2 mifiion less this fiscal vear than
they'd budgeted. if, in that environment, the Austin City Council moves forward with construction of
Water Treatment Plant 4, as they are scheduled to do at their meeting on Thursday, June 10, there's
gvery reason ta believe they'll be steenng residential ratepayers into a hurncane of future water Tate
hikes.

Austin homeowners already face large, projected rate hikes to pay for Water Treatment Plant #4, and «f
this "Perfect Storm” continues, they wili be much larger than anyone has so far admitted. In 2009, the
City of Austin began a senes of multi-year water rate hikes ammed in large part at paying for the WTP4
project — dubbed the Bilhon Dollar Mistake on the Lake by local environmental groups  with its massive,
miles-tong tunnels under the Balcones Canyoniands Preserve. AWU has suggested raising rates
continuously over six years beginming with a 10.1% residential rate increase approved and wnplemented
last fall But public discussions of rate tikes have largely foited to consider the disparate impact on
residential ratepayers, and they certainly don't take into account AWU's new revenue reality in the
short-to-medwm term. if the utility sells less water and has the same debts to pay, they must charge
consumers more per unit of water.

Projected Homeowner Water Rate Hikes Already Onerous

For residential consumers, proposed increases in the cost of water will nse much faster in the near
future than implied by aggregated estimates from the utility

AWU says that combined water-wastewater rates increased 4.5% overall in the FY 2010 budget, but that
number 1s decening because residential customers took the brunt of the increase, witnessing a 10.1%
boost in single-family residential water rates :

The disparate impact on homeowners results from a city-sponsored cost of service study’ which placed
Austin on a muttt year path toward shifting rate burdens from commercial and wholesale customers to
residential users. AWU plans “to continue to phase out the remainder of the water rate subsidy of the
residential customer class over the next 5-7 years,” meaning similar adjustments can be projected gong
forward.

Table 1 shows the aggregated “combined” water and wastewater rate increases for all classes suggested
by AWU recently to the Budget Subcommitiee of Austin’s Water-Wastewater Commussion™

The Perfect Storm: Setting priorities at the Austin Water unlity in a ime of fiscal crisis, june 9, 2010
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Table 1: Projected Combined Water Rate Hikes (2010- 2015)

2010 011 0127 2013 2014 2015 | Total
| Water 5.70% 6.80% 550% | 6.60% 5 70% 250% |  34.19%
| Wastewater 3.30% 2% 3.50% 2.30% 3.10% 2.50% | 20.20%
Combined a50% | 450% |  A50% 550% | A50%|  250% |  28.96%

On its face, that results in a 28.96% overall increase. However, residential ratepayers took the brunt of
the hit in the first year, seeing thew water rates increase by 10.1%, not 5.7%. So residential water rates
went up 77% more than the averaged amount because of the shift in burden from commertial and
wholesale customers. if resdential rates increase dispraportionately over the next five years at the
same rate as in last year's budget, then logically residential increases will be higher than “combmned”
rate increases. How much higher? Assuming the shift in burden continues at the same pace as in 2010,
here are the projected residentsal water-rate mcreases gver the same period

Table 2: Residential Rate Hikes Including Cost of Service Adjustment {2016 - 2015)

T 2010 2011 2012 2013
| Residential - .
[ Water :

2014 2015 | Total

10.10% | 12.05% 975% | 1169% | 1010% 443% | 73.82%

S¢ between overall rate hikes and the shift n burden from industnal to residential ratepayers, Austin
homeowners could see a 74% rate increase over this period — 3 number city staff have scrupulously
avoided estimating by projecting forward only “combined” increases instead of including details about
the cost-of-service reallocations.

AWU Revenue Models Flawed, Over-Optimistic

No one has told Austin’s residential water cansumers their rates are scheduled to rise as much as 74% to
pay for cost realiocations and Water Treatment Plant 4, but that's already in the works. On top of that,
the utility based those rates on the assumption that peaple would buy more water than has generally
turnied out 1o be the case.

The bonded indebtedness 10 pay for Water Treatment Plant 4 and other AWU projects is secured by
revenues from AWU water sales,” which are the only available revenue source to pay off the debt If
water sales don't meet projected levels, bondholders can force the City to rarse rates through a wnt of
mandamus.” or bond houses might lower the ratings an City of Austin debt. Houston this year increased
thewr combined water-wastewater rates by 30% because of an expanding bond-debt burden. Reported
the Houston Chronicle, "Had [Houston] failed to rase rates, many noted, the system likely would face a
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downgrade in its debt, increasing costs and leading the oty to continue runming 2 dehot in the water-
cewer utility. This year that shortfall is expected to exceed $100 million *°

Austin could easily find itself in the same situation. AWU's assumptions underlying the wntten
Lolicitation of bond debt for Water Treatmant Plant 4 anticipate water sales and revenue nsing
indefinntely, but this year's tevenue decline belies those assumptions, AWU's projected $43.2 million
shortfall demonstrates what happens when conservation combines with higher rainfall levels, a
development that took AWU budget ofhcials by syrprise.

AWU's budget and financial manager Rusty Cobern recently told an industry publication that “Rising
conservation has comtributed to revenue volatility at AWU” explaining that “We would have expected a
revenue windfall during the [recent] drought” but that didn’t happen. He concluded that "Aggressive
consefvation pricing models can eliminate windfall oppertunities.” ®

5o if AWU's revenue model failed to predict the current shortfall, projecting just one year into the
future, haw firmly can we rely on their projections several years out? If current, lower usage levels
persist into the future, thanks to expanded conservation andfor the alleviation of record drought
conditions, rates must INCrease even maore.

Austin recently adopted aggressive new water conservation goals which, upon imptementation, will
sigmificantly reduce the total amount of water soid. Water-demand projections presented to the City
Counal n 2009 showing the need for WTP4 assumed Austinites would use 162 gallons per capita per
day (gpcd) in 2020 On May 13, 2010, the Austin City Council approved conservation goals aiming to
reduce water use to 130 gpop by 2020, thereby also reducing the volume of wates sold and thus the
revenue available to pay for Water Treatment Plant 4. What's more, single-family residential water use
per account has been decliming, from a high of 10,258 gallons per month in 1999-2000 to 6,287 gallons
in the 2008-2009 Fiscal Year."'

Overestimating Water Sales

These trends create a dilemma if WTP4 is constructed. If water use doesn't ingrease steadily, then even
the already-high projected rate hikes described above probably underestimate the amount AW needs
1o cover WTPA-related debt, which will cost ratepayers $1.2 billon including Interest. AWU's projected
shortfall in the current fiscal year s 10.2% of projected revenue. The utility has sufficient reserves to
cover that amount for one year™, but going forward if the situation continues, rates must increase even
higher. In that case, instead of 3 74% rate increase by 2015 for homeowners, 93.6% would be required b
Rates could go up even further depending on how badly AWU has overestimated future water use
{and/or underestimated the cost of WTP4}. TN

1 depcts the increases in
revenue to pay its debt

Using data derived from the bond prospectus associated wt
total pumpage AWU told bondholders will occur to generat
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Chart 1. Projected Total AWU Pumpage: 2009 - 2018
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These projections certainly don‘t jibe with 3 $43.2 mitiion dip in 2010 water sates, but the trend also
seems unrealistic compared (o actual total pumpage data from the past decade, as reported by the Crty
in the same source. According to the data depicted in Chart 1, AWU believes total pumpage will increase
steadily over ume. But that contradicts the City's recent experience, even dunng a pertod marked by
dramatic economic and population growth, depicted in Chart 2:

Chart 2. Total AWU Annual Pumpage: 1999 - 2008
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AWU has consistently overestimated Austinites’ water use to project demand for water treatment
facilities that never materialized. in 2002, when the Austin Oty Council first suthorized hirng Carollo
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Engineering for the WTP4 project, AWLU staff estimated that Austin's peak summer water use would
reach 281 million gations per day (mgd) by 2009.7 That turned out to be a dramaltic averestimate. Chart
3 shows the actua! peak use over this penod:

Chart 3. Actual Peak Water Use Per Day 1999 2009
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Even so, simifar to its overall pumpage projections, AWU told bondholders that peak use will tlimb
steadily in the near future despite these recent, countervailing trends:

Chart 4. Projected Peak Water Use Per Day: 2009 - 2018
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Given the inflated estimates fram 2002, there's ittle reason to bebieve from recent experience that the
steep upward curve depicted to bondholders represents a realistic expectation of real-world events.
These exceedingly optimistic “forward looking statements” assume current revenue shortfalls are an
anomaly and future water sales will increase at steady, predictable rates. However, AWU's iong-term
projections have been consistently overstated, while conservation has proven to work

Bottom line: Several situations could conceivably cause water rates o rise much higher than AWU
offictals have so far projected, meluding successful conservation efforts, more rain, and a real property
glut that has reduced the number of new residential and commercial hookups. By contrast, as AWU's
Mr. Cobern noted, summertime ronservation measures — particuladly restrictions on lawn watering —
have eliminated "windfall oppartunities” from higher summer water use that AWU previously
anticipated. So  water sales aren't as high 35 AWU opbrmstically projected, the utiity must either
merease rates or reduce the General Fund transfer from the utifity (which this fiscal year runs about $29
mullion™®) and make up the difference with property tax increases

Steering the AWU Away from the Perfect Storm

The Austin environmental community has argued that AWU should wait before taunching WTP4 1o
perform necessary environmental assessments of the transmussion lines, save money in the short-term,
and to determine before borrowing a half-billion doliars whether conservation measures could forestail
new construction even longer. Now, facing unprecedented revenue shortfalls , lower water use through
consarvation, and this so-called "Perfect Storm,” the logic of environmentalists’ argument resonates
even more strongly.

Any average Austinite whose income 15 declining would think twice about purchasing an expensive new
home that commits the family to high, ongoing debt payments, but that’s how AWU suggests Austin
respond in the face of its current, unexpected dechine in revenue.

The “Perfect Storm” behing fower 2010 water sevenues stems primanly fram three sources, according
to AWU. New conservation measures, the end of the recent record setting drought, and the current
econamic downturn. OF those, the conservation measures aren’t going away, some years will inevitably
be raimer than others, and even though Austm’s economy remains better than most, few believe the
effacts of the economic crunch will be over anytime soon. Meanwhile, conservation measures have
eliminated opportunities for revenue “windfalls” the ubility previously expected dunng penods of
drought

So this isn'l necessarily a temporary condition; some or all of these situations may continue for some

trme, making now the worst possible moment for AWU to take on large amounts of new, rate-secured
debt.

The Perfect Storm: Setting priorities ot the Austin Water Utility in o time of fiscal crisis, June 3, 2010
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Misplaced Priorities: Fix Leaky Pipes Instead of Building New intake

in the meantime, AWU continues to put off critical maintenance on older water hines in the central oty
which are responsible for leaks that drain billions of gallons of water per year from the system. The ity
parks department recently announced it would stap building new ¢acilities until 1t could afford to pay for
maintenance on the ones it already has'®, but AWU has not yet tearned that basic lesson of fiscal
prudence in lean ecanomic times,

Some have argued for WTP4 based on the jobs created through a large. debt-financed public works
project AWU Director Greg Meszaros even said he considered WTP4 a "local stimulus” project that
would create thousands of short-term jc:bsz"3 , though n this case ratepayers, not the Obama
Admunistration, will pick up the tab. But ff Austin wants ta create jobs through AWU, &'s focused on the
wrong project

According to the City Auditor, AWU lost 9.85 million gallons of water per day in 2007 through leaky
pipes which have never been fixed.”* That's 3.5 biltion gallons of water per year the City just allows 10
seep to the ground. it makes little sense to build 50 mgd in new capaaty while tetting nearly 10 mgd
feak aut of the systermn every day

\%ﬁpoadmg last summer to questions submitted by Councilmember Bill Speiman, AWU reveated that
out of 3,600 miles of pipe that 1t aperates, 300 mifes are deteriorated and there are 250 miles of “highly
jorated” pipe where the majosi of leaks are tocated ™\During a coid snap in 13 .

Austin Chroniclé, B 0ld cast-iron sections o em accounted for 91% of water main breaks. >

No water system is leak-proof, but the City could start by fixing the 250 mites of identifiably deteriorated
pipe, a task which would cost $330 miflion, city staff told Councilmember Speiman, That's a significant
amount which would require a mne-figure bond issue, not te mention generating employment lasting
many years beyond WTP4's scheduled construction, But that's not where AWU's priorities lie. Instead
AWU plans to spend just 581.8 mithon fixing leaks over the next five years, AW told Spelman, by which
time even more pipe will inevitably detenorate.

The Water Utility’s “Perfect Storm” was easily predicted  Both peak-day and total water use have heen
flat to shghtly declining since 2001 Per-household use is down  Both residents and businesses are
saving water and saving money Thesa trends will likely continue. Rather than increase the damage 10
ratepayers and the environment, it's time for a midcourse correction and a return o safe harbor

The Perfect Storm: Setting priorities ot the Austin Water Utility in a time of fiscal crisis, june 9, 2010
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Recommendations:

The Save Dur Springs Alliance offers these common-sense recommendations in the face of AWU's
mounting fiscal crisis and misplaced priorities:

» Estimate proposed rate increases based on data that includes implementation of new water
conservation goals and the 2008 cost-of-service study, then tell residential rate payers exattly
what their overall rate hikes wil! be through 2015,

s Constructing expensive new infrastructure while ssmultaneously shifting costs from commercial
1a residential customers puts too high a burden on residential water customers. Put off new
construction until the cost-of-service adjustments are complete to avaid piling onto residential
rate payers sll at once.

» Before beginning construction on WTP4, evaluate cheaper plant options that would replace the
decommissioned “Green Water Treatment plant” with a new plant located in the Desired
Development Zone and drawing water from Lady Bird Lake.

s Continue (o implement water conservation, including aggressive, summertime lawn watenng
restrichons, to limit peak-day water use and achieve recently adopted city-wide conservation
goals.

e Pnortize fixing Jeaky pipes over a new intake for new revenue bond indebtedness so that
milkons of gallons of water aren’t uselessly seeping into the ground each day.

The Perfect Storm: Setting priorities at the Austin Water Utrlity in a time of fiscal crisis, June 9, 2010
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Appendix: The following data associated with the charts in this report was taken from the City of
Austin Bond Prospectus dated Novemnber 5, 2009, p. 21,

Data for Chart 1: Projected total annual pumpage [in millions of gallons):
(2009 | 55.385 |
2010 | 56,289 |
2011 | 572,270
2012 | 58,301 |
2013 | 59,350
2014 | 60,155
2015 | 1,242
2016 | 62,349
2017 | 63477
2018 | 64,624

Data for Chart 2: Histonc Annual Pumpage (in millions of gations);
1999 | 45,422
2000 | 52,194
2001 | 50,140
2002 | 50,883 |
2003 | 51,111
2004 | 48 469
2005 | 51,374
20086 | 56,603
2007 | 45,868
2008 | 53,066

Data for Chart 3; Historial Annual Peak Day Use {in millions of gafions per day)
11999 | 216
2000 | 227
2001 | 243
2002 | 214 |
2003 | 232
2004 | 197
2005 | 247
2006 | 217
2007 | 180
2008 | 227
2009 | 229
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Data for Chart 4: Prajected Peak Use (in million of gallons per day)
2009 | 245

2010 | 249

2011 | 254

2012 | 258

2013 | 263

2014 | 268

2015 272

2016 | 277

2017 ; 281

2018 | 286

Note: This documented was edited june 10 to correct non substantive typographical and editing errors

ENDNOTES:

! Also yndike the federal stimulus, Austin ratepayers will see immediate rate increases to pay for ¢ white deln
accrued in Washington can be put off until future generations

4+ 2009-2010 PROPOSED BUDGET RESPOMSE TO REQUEST FOR INFORMATION,” Resporse to City Councilmember
Chrr Riley, Reguest #30, September 9, 2009

' study Report. Austin Water Utility Cost of Service Rate Study 2008, Red Oak Consufting

* Backup material for Water-Wastewster commussionars provided 1o the author by oty staff from the june 3
meeting of the Budget Subcommittee

K

* Al projections are within the 57 year period during which AWV says it widl shilt its cost-of-service allocations.

’ “Utility bills hkely to mcrease,” City and County Beat 8log, Austin American Statesman, April 28, 2010,

* Bond Prospectus, *Official Statement,” Dated Noverber 5, 2008, p 14,

¥ Water-sewer rates to climb 30% over next three years,” Houston Chromicie, Apni 22, 2010.

* 4% Urban Residents Cut Water Usage, Utilties Are Forced to Raise Prices,” Gircle of Blue WaterNews, Aprit 19,
2010.

" Spreadshest obtained under the Public Information Act from the Austm Water Utility by Bl Bunch, October
2008.
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 austin City Counal Agenda iterm 35, May 13, 2010. The “Eiscal Memo” sccompanying the agenda tem stated the
tinaneial impact to the Austin Water Utilily 15 “unknown” beyond the need 1o hire more conservation personne,
but the Fsral impact of selling less water 15 clear from the 2010 revenue shortfall AWU will receve ipss revenue
than would otherwise be anticipated.

* Backup material for Water-WaSIewater COMmMISSIDners provided to the author by oity staff from the June 3
meeung of the Budget Subcammittee. *Historical B Projected Accounts (FY Averagel”

"* Backup matenal for Water-Wastewater commissioners provided to the author by oty staff from the lune 3
meeting of the Budget Subrommitiee.

 pesume from the calcutation i Table 2 that the amount required to pay off WTP4 debt snd other obfigations i
1 7382 times the 2009 rate, or 3 73.82% increase for residential ratepayers trom pre-WTP4 rates at projected
tevels of use. Now assume water sales continue 10 underperform compared to AWU projections, curtently
revenues are at 89.78% of projecied amounts i lower water use and sales continue 3long these lines, to achiove
the same revenue level will require a rate equal to 1 7382/.8978, or a 93 6% overall rate increace from 2009 leyels
* Bond Prospectus, "Official Statement,” Dated November 5, 2003, p 21.

1" rRecommerndation tor Council Action,” Backup material, Austin City Council, Agenda ttern 32, 4/4/02.

¥ Really an extra § 78,957,463, according 1o backup material for Water-Wastewater commussioners provided to
the author by city staff from the June 3 meeting of the Budget Subcommittee,

** parks and Rec If you bunld it," Austin Chronicle, May 28, 2010 Said PARD dwector Sara Hentley, “"We have to
say we can't build it f we can't maintain "

2 romments recorded m suthnr’s notes from 3 public meeting Aprii 20 at Concordia Univessiy.

* Dffice of the Cay Auditor, "Audit Report Austin Water Utility Water Loss,” April 28, 2009

7 spemorandum to Councimember Bili Spetman frum Assistant City Manager Rudy Garza, "Response 10 WTP4

/gu&nw_gm&u.—r——~ — .
( g sen Assets: AWU and the Busted Pipes,” Austin Chrpnicte, January 22, 2010 s
\.\\_‘_‘_‘______’____.d
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contrbiied volume of cach class is generally based upon wastewater winter gverage billing
records that exclude estimated water use not reaching the wastewater system, such as that used
for lawn sprinkling and car washing.

Based on a historical anaiysis, it is estimated that the ainount of {low eniering the sewers
through infiltrationfinflow will average about 13 percent of the totat wastewater flow reaching
the treatment plamts. Bach customer class should bear its proportionate share of the costs
associated with infittration/inflow ns the wastewaler sysiem must be adequate to convey and
process the total flow. Recognizing that the major cost responsibility for infiltration/inflow is
allocable on an individual conmection basis, two-thirds (66.7%) of the infilteationfinflow
volumme is allocated 1o customer classes based on the estimated number of customer conmections
with the remaining one-third (31.3%) allocated on the basis of contributed volume. The
allocation of UT on this basis to customer classes is shown on Table S-12,

The respansibility for collection sysiem capacity cost varies with the estimated pegk
flow rates of both contributed wastewater and infiliration atiributable to each customer class.
Infiltration/inflow is estimated to comprise about 30 percent of the total peak flows.

The BOD and suspended solids responsibility of cach costomer class i based on
estimaled average domestic sirength concentrations and contsibuted wastewater volume for
each class. Estimated average BOD and suspended solids concentrations of contributed
domestic sewage are estimated to be about 144 milligrams per liter (mg/1) and 200 mg/l,
respectively, for all customers excluding industrial users. Becanse of the pretreatuent efforts of
these customers, their strengths are estimated to be 77 mg/l for BOD and 82 mg/ for suspended
solids. An average infiltrationfinilow strength allowance of 40 mg/l for BOD and 95 mg/ for
suspended solids was also used to balance total wastewater loadings contributed by normal snd
excess sirength users with the total wastewater loadings reccived & the wastewater trealment
plants.

The BOD and suspended solids strengths that are in excess of normal domestic fimits of
200 mz/ are assignad to the surcharge customer classification s shown on Line 22 of Table S-
i1 The estrmaies of excess strength quantities for surcharge customers are based on a detailed
anetysis of extra strength data provided by historical sarcharge billings of the Utility.

Customer costs are distributed among customer classes on the basis of the number of
bills rendered.

8.4.3 Customer Ciass Cost of Service

Costs of service are disiibuted among customer ciasses by application of unit costs of
service (o respective service requirements. Unit cosis of service are based upon the total costs
previously allocated {o lunctional components and the total number of applicabie units of
SErVICT.

PET of Michae! Castillo-4756
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Questions await coming debate on water rates

Posied 700 pm Tussgay Marcn 4 2014

By Editor:al Basro

Our response to last week's American-Statesman story that Austin’s
successful water conseryation efforts might force the ciny's water undit
0 sigrificantly rarse rates was strlar to yours: Shouldn't we be saving
memey if were using Jess water ?

As the Stesman's Asher Price and Marty Toohey repyred, Austin
Water ts fusing revetiie because its customaers are using less water The
revenue dedine - $27 miflion below budger projections m 2003 and $K0
million below profections in the first yuarter of this fiscal vear. which
began Ot 1 - comes despige the doubling of vates over the past 12
VEars.

I nfk

The utiliny is workmg ot a rate-increase proposal 1o present 1o the City
Councl this spring. The warer wility's direcus Greg Meszaros, 1okl
Price and Toohey that rates rmght have © nse by double digts. This
Was MUnNning news

Austin resklents are to e commended for taking corservanon
seriously Austin’s singte-day warer use peaked in Auguss 2001 a1 2403

54,0008

lnﬁdsSection

LAUAERS eyl NGB rOFPETS GRS AN SEL Ty
e ryste 26473

BTNy U RGeS
g ras

million galloms, and las been declining ever since. Meanwhile, Austin's
population has grown n 20,3 percent. from about 670000 residents in
2001 to 543000 today. To pui 1t another way, as Price and Toobey
reported, por-person water use i 2006 averaged 190 gallons « davy; last
vear. dily per-person use was 136 gallons

This is virtuous behavior to be encouraged and fostered. Yet our
readers have wold us in letzers and online commments they fecl as though

7014 SONATA

0% “351

Tergs 130T torventan feataes {rur v Pery

presdaniy pob

T cnidd gt weide tambars on spendeg fde MOCEY
L R ToF HERS e

Tty shwes 28 perrard oS Oung i SXDENTS
TGRAE

fugge Davd Poemes 10 gemde T sUnao-case
TELRIRA

 Mags Loty gue IRNRe
wind feam efeaty Seatte Pubos Desarfmen ¢
ey hiaaebsll pame

Tregiry MoCiseen prostitubor heatng #iaps ag &
Fi oo

Wogrriey Kaidash av reportetly [Eegral with Pl
otk
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they are being punisiied for saving water

The utiity says it understands our Feaders’ response, but answers that
- everybody keeps using Water e Is they use less of it and there are
(ents assornibed with getnng sater 10 £VEry cUsIomer The wtility saves
money on pumpiog and freatment Costs W hien Customers nse less
warer, but other costs in the utiiiey's budget  water and sewer line
repairs, eyuipment maintenance, and debt payments - are fixed.

W hich brings us to Water Treamment Mant No. 4. the controversial, $508
mition faciity heing ik near RM 620 and RM 2222 in Nortiwest
Austin. Some opponcents of the plint saw a fodd-ymt-so muamern in Price
anud Toohey s report. Critics of the plang had argued that conservation
could make Water Treatment Plant No 4 Unnecessary. A DOW {Tedment
plant eventually would be needed, they said, but it could be smatier and
huih years from now after the ugility firse focused on replacing leaky
ppes and encouraged even more cnnservation

Critics said Water Treatment Plamt No 3 would result fn A rage meeease
substanually farger than ciry officials were sying wotshd be necessary

The Save Our Springs Alliance, for example, put out 1 report in June

00 forecastmyg thal reswdential water rates conald nearty diuble in ;
2015 to pay for the new water TTearment ant.

Supporters of the plant - we were ANONg themn - said the plant was
needed 1o ensure s raptdly growing Austin had an adequine fuiure
water supply There perhaps was existing freammnent capacity fur
another couple of decades, butw was betier to iild 4 new plamt ow
while construcrion costs were refatively fow Tather than wait

Plus. it was argued. baildimg a new plant now could stave off erisis
<hould one of the city » 1wo existing ptans, built in 1954 and 1969,
needed o be shit dow for lengthy repairs. Once operational. the new
rreatment plant would allow Austin Water make life-extending
upgrades to it older plants

We have been consistent supparters ol the ¢ty consenation efforts,
and o1 a couple of occasions have erincized city fficials for net going
far enough  we favor making the ary™s awTEwaie ANg TOATICHONS
permanert for cxample, that we and others didn't think conservation
ulimately would he enough o meet the city's future wales needs.

It is pointless 1 reargue Water Treatmnent Mant No. 4. The plant is bemng
buaitt and remains on rack to begn operaring this year

There ts ment, however, in explofnng guestions surrounding bow the
plan was sold to the public. We also find et in asking how unlin
afficials fatled w property and adequately account for consen aton’s
effect on demand. And a key gueston to et arostind as we begin o

4 af R 6572004 300 PM
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debare 2 rate tnerease is, what happerns when the utility ragses it rates?

For ane, people will use Joss water, As we now are fully aware, when
people use less water the unhity s battom Hne suffers and the utility has
1o rave rafes. Y wan has to e found 1o munage this spiral toward more
bundensome rates

W will be asking these and other questions as Ausan Water moves
foward i rate-increase propesal and the City Council begins debating it
The answers will be needed as we plan for the regon’s economic and
water future.

Be sure to read Thursday's Viewpotnts for our view on Tuesday s local
and statewide primary electon results, or read us online at
WWW.SLALESITIAT. oML

PREVIOUS: NEWS NEXT CRIME & LAW
City of Austin in talks to buy Grey Rock Go... Police looking for cafe robber in North Auw.
fy Mty Tooney - American-Sipesman Sl By i Thang - AMErcan-Statesman St

Foputar on MyStatesman com

Surge n propery 18X s spurs push o 1" 1IBX AgpTEAR
CORORn s MGURE e R0E SRS B5T manon Auste: Srergy Lukd 5g
Top Tewas enelgy SRGAl warts SIE0 Bams o wind piwer sulasd,
Faw BEIRSE smerge Go DEl Methed! Gonoa! spenowg

* Cames Austn 2008 compemnong ok off 8t Torgaees hatfipe

All Comments (3) Post a2 Comment

Commentis} 1-3 of 3

Claire-Standish Feport

Perhaps the City should start giving hefty rebates to those proud Austin homeowners who mstall a
property-wide attomatic sprinkier system lo keep their tawn full of thirsty, non-indiginous S1 Augustine grass
beautitui and green all summer long

Tarem My 4 2004
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Why drop in water use could cost AUSHIN CUSTOTIIETS resresen A A A
more

Posted 5 37 o Monday Foo 24 3014

By Aghar Yoo and Marty loohey - American-Statesman Staft

Ausrin officials sav residents have done such a good job conserving A
warer thai the oty faces a conundrums People arert buying enough y aff uu& APR
water 1o keep the detivery system in the black ey i ¥

The Austin Water Uity teok a $10 million hu in water sales for the fird
few months of this fiscal vear, on top of the $27 million foss 1§ Tt Last
vear. Correcting thar shortfull could requre new, higher “drought rates”
that Taise more MOTEYy Sven as peophe 1S less water. according to the

et e

£, T TERAS

HYUNDAI

Titv.

Urility executives tohd the American-Statesman they are diSCcussing new
rate srructores that vould be propoesed this sumimer. Oue idea is rates
et —————————

Lhat rise as the lakes thar supply Austins water shrivel. 3 copcept similar In this Section
m adopted \sked whether the rate intreas would be b s wEbag VI (TS (GRS AR SECUNTY

{ONCEMS

double-digits, water utihity director Greg Meszaros didnt rule the
possibility euit. Tn balance ls hoaks, the water utility alse may deepen . e .

Texas 30E ornventew featunze Cruz ve Heny
internal cuts presicential o

UT couid el e IUIGoF of SRending 13X oty

1z a serwe. Austin has been 3 VICHm of 1ts WD SUccess: AUSTnies have
g7 rrEdedl el noo

heen reducing therr water consumption . which means the city has

cottected less mones from them _ which 15 feading ary officials th Sty thows 25 PEmEN? DECINE in expulsblis T
~tandude rates must rse 1o bring in the MGNCY NECEsAary Lo fund the Texas
-ent of costs that utliny executives sav are “fixedd,” such as detn
ent of that il oves ed, eb Judae Dava Feeples tn detute Dtz srheulb-cass
ents and some equipmment martenance recusal

Festrmey cothiues i Pays County gur 1ange
TG

“For s cistomer i can be counteringuitive” tar water conservanun
rauses ligher rates. Mesgaros said. “But as we reduce water demand we

6 52014 254 PM
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