
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 centri-

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 (supematant)
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.

4.5 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:

. 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.

. 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 violarion. 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 currenily 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/1) as free chlorine, for chlo-

ramines at 4 mg/l measured as total chlorine, and 0.8 mg/I for chlorine dioxide.

Stage I 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 I 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 compliance 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 treatment 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`h 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 11 Rule

The National Primary Drinking Water Regulation for 30 synthetic organic chemi-
cals (SOCs) and 8 inorganic chemicals (1OCs) 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 II 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 III

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 (IOCs), 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, CzYptosporidium, 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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(t) In the sum 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 volume of the users;
(ii) Land am of the users;
(W) Number of hooW or discharges of the users;

(iv) Property valuation of the users, if the grantee has an approved user
charge system based on ad valorem taaces,'•

The foregoing regulatory requirements provide considerable flexibility in how VI casts
may be allocated to users or user classes. The distinction made is that VI represents a
cost ca4egory which must be identified and addressed in a user charge study following the

criteria specified.

4.0 CONSULTANT'S RECOMMENDATION

The Race Consultant recommends that the cost associated with infiltrationfinf3ow (Ifl) to

the wastewater system be allocated to customer classes on a 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 asignificant portion of tlt is not directly related to the wastewater volume
contributed by r~u.qorners, but rather to the number of customer connections and the
total length of the sanitary sewage collection system, the allocation of cost
responsibility for If] should recognize that the number of customers served is a
predominant factor in the amount of Ill that occurs in the Collection system.

• The larger 213 customer weighting bash is justified on a cost-causative philosophy
recognizing that most III enters the sanitary sewer system through defective custonter
service connections, pipe joints, broken pipe, cracks or openings in manholes, roof
leaders, and area drains. The 0 volume portion fairly recognizes the greater length
and size of services and frontage mains serving larger commercial and industrial
customers relative to residential customers.

•'t'le method based on utilizing number oi' custotner accounts, as opposed to
equivalent connections, is administratively more simple and easy to understand by

^ rate-payers, and does not require the establishment of wastewater service charge

schedules by meter size.
• The 213 customer and 1/3 volume method is consistent with Austin's existing

allocation procedure on this issue.

S,i! 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

Consultant fteco»»nendatinn^
• Allocate W {66.79b} of identified Infiltration/Inflow costs based on number of customer connection
• Allocate tf3 (33346) of identified In6ltratiorJlnflow costs based on a customer class volume, basis. ^

Executive Team Decision. The Executive Team agreed with the consultant's recommendation for
InfilttattonFinflow cost allocation, Black & Veatch will proceed with these general methodologies and
detail all specific allocation results within the cost of service model to be presented to the PIC in May.

1,..

1
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Executive Team Decision on
Issue Paper #7 Customer Class Wastewater Strengths

^

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

Consultant Recc+»omendattnn: Customer class wastewater strengths should be determined using the
f t`y J"system mass balance' method based on monitored contributions and estimates of normal domestic

strength contributions. The associated costs should be recovered through the use of normal-strength L-• ^

volume charges and extre-strength surcharges

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

L

i

^

^

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

Consultant Recommendation: The recommendation has three elements
• Customer class peaking factors should be determined using the non-coincident demand or -non-

coincident peW' (NCP) method,

•'Ihe customer class non-coincident peaking factors should be calculated using the billing data
estimation approach (+Ogttcm#2 in-the issue paper) in the short term for the current cost of service
study.

•'lltr Utility's demand monitoring program should be re-examined and vatidatad.

UZ-

Executive Team Decision: The Executive Team agreed with the consultant's recommendation for using
the non-caineident peA demand basis and the billing data estimation approach. Black & Veatch will
proceed with then general methodologies and detail specific allocation results within the cost of service
model to be presented to the PIl~ in May,

The Executive Team also discussed the current hourly demand monitoring progrrm. They recommended
further analysis be completed before anp,finat decision is made on whether to terminate the program.
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lfit3ment Of that requirement. An additional provision: of ^r;g̀reemettt
This study is in fu ^ys to iev^bw and t^tt^ on
Is that the City must allow this wholesale cut^tt^era 6 (^-
t#te rctst44ervioe rate Study before the study is presented to the Austin My Council for

adoption.

The substantial
Increases, in water and wastewater service costs during the 1984's also

focused attention on retail rates. In addition to the principal concern with the overfill
retail rate levels, questions arose about the equity of the current rate structure. It was
recognized that information on the casts, to provide service to different types of retail

customers is critical for establishment of equitable service rates.

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

particularly following mandatory water use restrictions and a moratorium on now serviee
connections in 1994. Although imposed in response to treatment capacity shortages which
have since been cured, environmental concerns and the cost of treatment

o^ water
expanaions, have prompted interest In the useof rate designs to ^

conservation.

Purpose and Objectives

This cost-of-service water rate study has multiple objectives. These Objectives are

summarized as follows:

1. The City of Austin, like all municipal ut9litit,s, needs to generate revenues

adequate to meet revenue requirements (i.e., costs). Determination of

rates that meet the Utility's revenue requirements is important to maintain
long-term viability and efficiency of service over time.

2. The purpose of a cost-of-service rate study is to promote rate equity by
determining the costs of serving user classes and designing rates to recover

those costs by class.

3. The City of Austin agreed to perform a cost-of-settince rate study as part

of the settlement of wholesale rate litigation.

4. #mp1menftS cost..baftd rates will make the City of Auda's utility rates

ig%facibte. Cost-stf4crvke rates have ttaditkitsrfly been successfully

cKejdW when altatwg'C&

An important product of this rate study is a comprehensive compu ter
maintainmodel that will be used by the City in future years to upda te

cost-of-service rates.

^aaai tea.rt^x 1-2
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Debt Seryke Coverage,

Debt service coverage is revenue collected in addition to O&M and debt service
requirements to provide security on bonded indebtedness, finance certain
expenditures, and meet equity transfer requirements. The CW Udft

efH3art1s re4adre n9atumn debt savia C°^W MIN%^ 1.0 tmm for prior l len (2-1

1
I

WW separate lien ^a (

^--

^

^-±

s^" conUWA MVeM* bonds are separate 3ien bottds) "u •
for nb^rffingta JIM b=ds,. The Oty`s financial policies require the Utility to maintain

is a
debt service coverage ratios of 1.5t1 times.

The level of debt servire Coverage

significant ratema3dng issue, because debt service coverage requirements may dictate
overall requirements for which rate revenues must be raised.

There are virtually always d^erences between the antount of debt service coverage
required by bond covenants and those actually achieved by utilities. Bond covenants
specify minimum coverage ratios. In practice, utilities strive to maintain coverage ratios

compliance with the cavenanin excess of these tn"tnirtzums, both to ensure continued camP ^__ -- a
and to assure continued ^cess ttiiictiv caplta an reasonable t+ern^a. For Cxample,if tg
utility operated at or near the minimum required +et^rages, it would run the risk of failing
to achieve the minimum coverage whenever unanticipated events operated to reduce
forecasted revenues or increase costs. in addition, operating near the margin would
create a risk that the utility's bonds would be downgraded by rating agencies.

In recent years, the City's debt service Coverage policies Were challenged by outside-City

evstom•ers.
These challenges were based on the w'iew that the Clty's 1.5{1 times coverage

policy requires collection-of revenues for dl acMtionary emt&-that-utatt1d be-tut with6ut_
affecting the delivery of utility services, in the 190vOex rate Oule+ the Texas Water

. r based on the evidence presented in that ease, held that a coverage ratin of

1.39 times was 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 ^,ustfrr's target is
substantially below what other communities achieve. 1ddidowi11Y ► the Utiiity's rcvM'a-

bas4d general fund transft~t and caphal outlay requirements are currently such that
coverw rat,^a o{approlilmteiy 1.50 times will be realized (even if there were no policy

directive to do so).

If debt Service coverage is treated as a residual calculation in determining revenue

requirements (i.e., it canly Operates to increase revenue requirements if current claims
against coverage dollars are insufficient to generate adequate r.oMage), the Citp's
revenue requirements would not be increased because of the current 1.50 times faCOv"age

ctor intarget. If, on the other hand. debt service coverage is treated as a pritna^ry
determining revenue requirements, the CJty's 1.50 times coverage Foliclarill 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

taa1116s.mx 2-14
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that new development pay impact fees designed to recover a portion of the capital cost
of the offsite facilities needfxi to serve new customers,

11ctugh some customers may have made substantially different capital contributions than
others, differences in capital contributions among customer classes are generally not a
consideration In devielopment of cost-of-service based rates. Contributions are viewed
as part of the historical agreements by wWch service provision was contracted. Standard
rntemaidng practice is to design service rates to recover rate year revenue requirements,
not revise or remedy previous contractual obligations,

14owever, through the cost-of-service project's public involvement program, several
wholesale customers asserted that the Oty had required extraordinary capital contribu-

tions from certain ctrstomers. These customers claimed that they were effectively forced
to make these contributions due to the unfair bargaining position the City holds as
regional service provider, They asserted that their contributions entitle them to

discounted service rates, since, in the absence of their ^qntributio". tht± boitio_thoy
ci>atn'butied `would hava bolist fiaanc+cd by the Utility.

The question of rate credits for capital contributions raised several Issues for the
development of rates for Austin. Should any rate credits be provided, since to do so
would ittsrotvc retroactive ratenaking and diverge from standard cost-af-service ratemeking

principles? And, if rate credits are granted, how should these credits be eakuu}atedfi

As to the second questuon, considerable discussion focused on how certain Gostexmrs'
^. . capital Lottt-ribtttioits could Ud dia-tinguiahed ss-eAIoble faT cr. etat`1 custtttzpers have,

as a matter 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 e=eded the average
contributions made by retail customers,

An analysis was gerformeti to determine the relationship between the capital contributions

^ claimed by wholesale customers and what might be termed "normal'" or average
contributions required of retail customers. MFa*na^y* tlW Inneat'y all *me,

the fiteffida for which amtrt'bntfott credits were claimed itted not btaa trndZrted to City

ovvttets5ip. Boma it would be Incorrect to grant rate credits for . that have not

been made part oEttib CWa stctant, the question of bow to calculate a credit was deemed

rttaat.

Y3Sereforc, both became 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 custosnara, capital contribution credits were not incorporated in rate calcula-
tions. This conclusion was supported by the Ad Hoc Czat•of-3erviae Committees vote
to exclude rate credits from rates.

1001116"ox 2-16

PFT of Michael Cast'1tt^-8

P-NA01656
1113



General Fund Transfer

Austin has a long standing
policy of relying On its utility enterprise depa.rt-

T4temenCity
to of

provide a portion Of the funds needed to finance, general government opcra-

tlons. For cost-of-Setvicc rateanaking,
general fund transfers present two important

questions largely because of the existence of outside-City Utility customers,
These

included at all In utility revenue
questions are whether general fund transE`ers are properly }n^ a ie transfer level?
requirements based on cost of service, and If so, pp^pT^

The Water and Wastewater C2ti'iity`s prineFpai general fund transfer is cuTr^ esytiarset ate 8

percent of average annual revenues ^^3 ^^n^iter
ls I

and the
t has variously ^n described

a^ypra^imate1y $13.6
as a payment in lieu of taxes, a payment in lieu of franchise fees, and a return on

investment. These descriptions reflect the view that general fund
transfers are properly

included in revenue requirements in the some way that rate of return or tax and fninchise

fee payments are included in investor-owned utility revenue- req*entcTkts_,

^^^^r^t^ ^

^^ are of t ^+C
^tk^ulsly ^WVmtmt

t^C rummokV
^> and ^ *=Is It

and the she of a !^ !
u

fras^ ^rta1^ ^Pt irc^t
,^atatt^t^astilgavrrmrr^'tlx0^°°'^^1at^a r^s Is, therefore,
property tmp^t. Support of general 8°`^es^ts for t^nargsl utiliiy^ services fram
an effective mechanism to recover payxn BG ^'

institutions that
would otherwise be exempt. A survey of similarly situated cities around

the cnu" Indicates that Austin's practice is not uncarctmon and, among cities which
employ such a transfer, Austin's transfer rate is within the range of these cities' transfer

'i'he legality of such a transfer as upheld in various courts around the wuntry,
practices.
as well as the fact that such transfers are a common public

financing mechanism, further

support its inclusion in Austin's revenue requirements
and suggest that Austin's transfer

rate is reasonable.

HowersY, in the i9$9 rate case at the Tom W
ater COInmb,41n+ the City's vqbokaak

that the tr^ was an iaapraper
ca^ of the C110 taxing

^^ cttsto^tetatook the^
tl
W" unrelated to the cost of providing setvias. They argued

^^ mtd that thttfstttfer
that because they

do not benefit from its municipal seavtces,they do not live in the City
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
a meeting of the Ad

Hoc Cwt-of-Service Camtuittee. It was the Committee's view, with which CH23t+i HILL
concurs, that the transfer is properly includible in the Utili's revenue requirements, and
that all customer classes, wholesale and retail, should share proportionately in the cnst.

t+y6i1t4s.FUx
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in the regression equation to estimate water use during 1991 under normal weather
conditions. The resulting estimate was 4.7 percent higher than the actual 1991 sales

volumes.

Based on the weather normalization analysis, actual water sales dsartng 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 multifamily
classes' summer volumes were increased 4.7 percent The wholesale volumes were
increased 5.0 percent. Industrial usage was assumed unaftcted by weather, so no

adjustment was made. Outsida-City sittgle-family summer usage was increased b.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.

The rate calculations assume a 1.1 percent annual growth in sales volumes from _ thcyear^ __ ___
fo.^ which ttages data w+cre avaftahlc (i4Tay M through t^►.pri119St2) to the ycar for which

the rates would be in effect (F't'92-93), This growth estimate was provided by the City

based on estimates of short-term customer growth in the service arca> The growth
estimate is conservative so that revenues will not be overestimated, The 1.1 percent

growth assumption was applied to all nonindustrial customer classcs, including wholesale
customers that may be fully developed. The potential inaccuracies resulting from not
specifically analyzing growth rates in each portion of the service area are judged to be

.insignificant in the overall rate calculations

^ 1W^ ^ ll^a^t tlor Wholesale Customer Class

J^ur pwq)om of the cast of =vft ftltdyi the biltod water consumption for out of the

^ whoks& customers for the 12•mcmth period May 1, i991 to Apd 30, IM was adjuded
to reflect consumption on a calendar month billing cycle.

^ The process 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 daya that pertained to a different month.

For example, if ABC MUD #?'s billed consumption for billing cycles 4/15/91 to 5/34/91
and 5/15193 to 6/14/91 were 150,000 and 17t1,000 gallons respectively, the adjusted
consumption for the month of May 1991 would be calculated as follows:

ff 1. 4,(15(91 to 5114/91 billing cycle - 30 days

2. 14 days pertained to May = 14/30 or 46.67%

3. Pm rata consumption from 4/15 to 5/14 cycle assigned to the month Of May
150,fl00 X 0.4667 - 70,t105 gallons

toa»i6BMx 3-5
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PLUS

L
0
i

i

4, 5115/91 to 6/1419I billing cycle = 31 days

5. 17 days pertained to May = 17131 or 54.83g'o

=
6. Pro rata consumption from 5/15 to 6114 cycle assigned to the month of May

170,000 X 0.5483 = 93,211 Sg1ans

EQUALS

MONTH OF MAY = 70,i7E1:S
7. TOTAL AI3VJS'i'E1r+ GALLONS FOR GATHE

LLONS(14 days) + 93*211 (17 days)

peaking Demands

The cost of providing water to customers depends, not only an how much water they use,

but also on how their use occurs over time. The maximum-day and maximum-hour

peaking requirements of a watet utflfty's custorners are an important influence on the

utility's cmts. Because water utilities attempt to meet all the water demands of their

users, they size their water system to 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 allocate these costs to the users in
proportion to each user's contribution to the system peak. Thus, the analyst must
determine the peak rate of use relative to the average rate of use for each class. This
ratio is called a peaking factor. Peaking factors are 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 obtain perfect informtttion on peaking factors. Clearly, this is not feasible, because
the enormous 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 sample of customers. Currently, complete data
from this program is expected to be available for the period June through September

1991

Hourly Water Demand Monitoring Data
--.ti

Because of the unavailability of monitored water demand tlatar the
_ ^^t^llpes rely c^t monthly biigng data and system P^ IMMMtIm to

^e estfmstes. t2tc ►^^It (L,&, modmum-day and maiaeattttne-how W" tt^a^rr^^.
usually developed using well established techniques, are subject to important limitatiaas.
F" qtMple, an 6tdividttal v0101cooe customer may effectiv* employ storage far,gities
tltatmitigett; peak day and peak hour demands. This may not be reflected in the monthly

100I1t6E:PDJL 3'6
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billing data used to estimate peaking factors. Similarly, if daily water demand patterns
vary significantlytly over days (and hours) of the billing month, estimated peaking factors
may mute customer class responsibility for peak day and peak hour demands.

The City af Auttit Wat& and 11VMewater Utility has bWn a water demand MMUM-Mg
Offtt VvbW upon ilttt ^^tncs^ti+rau, pmmiftit pe* demand data CQReCW ftn
continuous monitoring of ti statistically representative sampling of oustMM. Peaking
factors based on monitored usage will be available from this monitoring effart. This
information will represent a significant advancement in the availability of information an
water demand pattem and, correspondingly, will enhance the accuracy of cost allocations
made through cost-of-aervice analysis.

Hourly monitoringof selected wholesale and industrial customers was initiatedinFY89-90
and expanded in FY90•91 to include residential and commercial customers. The limited
deployment of metering equipment in FY89-90 yielded vahiattle, though not comprehen-
sive, Information. For example, the data collected offered evidence of distinct differences-- --- _
#it amfa=^Ttu^twwa^sir dem^nd gatteiets gmung ihe ^i8ty's wbafesaic cetstc^mers. Sewer^.l
implementation problems including mid-summer lightning strikes, meter vault flooditgs,
and installation clelays, resulted in the collection of limited data during FY9Q-91. Notably,
meter vault floodings and lightning strikes resulted in the loss of most of the Utility's
residential sates. nose remaining constituted a rarifled sample from which customer class
peaking factors cannot be inferred.

The availability of limited hourly monitoring data presents several options for cost
- allocation: _l:'irst, use -of-uuanitorittg data could_tsa siaspendi:d un-U( sttffidint data #s

collected to ensure statistically valid representations of customer class peaking
respssnsibitity. The advantage of this option is that a standard methodology-iriiling data
estimation of peaking €actors--woald 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 analysis of billing data is an estimation procedure
for monitored infonnation, It could be argued that the available monitoring data is the
best possible "estimate of peaking factors.

^ A second option would be to use available monitoring 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 a single methodology
to all customer classes. Individual customer classes could be disadvantaged or benefltted
simply by virtue of whether they happened to be successfully monitored.

A third option for the development of wholesale customer peaking factors is suggested
by the possibility that monitoring data on one wholesale customer may be used to
represent the water demands of similarly situated wholesale customers. If so, monitored
peaking factors of comparable wholesale customers, adjusted for differettces in monthly
consumption, could be ess s̀gtsed to those customers for which monitoring data is not
available. The principle advantages of this option are that it uses all available peaking

L9431166.PDX 3-7
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factor information, preserves the relationships between Wholesale customers indicated

by billing data, and consistently applies a single methodology. Significant, disadvantages

of this option are its tenuous assumption of comparability among individual wholesale

customers, and its awkward synthesis of hitting 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 importaace-a conclusion which
secured consensus agreement of the Ad Hoe Cost-crf-Service Cotaa''ittee. Peaking factors

developed by Option I methodology Is used for the development of rate options largely

due to the inherent problem in assuming comparability among ""itokialp, customers.

Sensitivity analysis of the base case rate, option was performed using Option peaking

factors (see Section 6).

A: atthe ^rct'of'I<fliy 194Z, t^ +^f th^t f^^3n^sn^"^^ ^e^'^a ltanrly
^---'water datnWO monitoring program had been moivedr This ptsents mt7' for

^ of the ^-ca-sotvuc analysis using water demand data collected during

summer of 1992.

Peaking Factor Estimates

For reasons mentioned abovc, Option 1 peaking factors were used for this study. The

fQ[lawing equations show the calculations of these peaking factors for each class.

^e_D^a^
{G'9^s I Cor^p 1DarhoB in Max Mon+l►) x re^^ t^iak !la^^ Race FMw)

p6cor
G.tv, Marrtlb for Ckat A (Sy'lees Altas. bft+W Roar of P&+w)

^ Moi+Qh) Man Psak Xau Raie ^ ^ M^°P1-B+'^r

^i[cwi1^ Pat Ftc^v P,ea4fqg Fp^ctrr
(Av. AlfoatA for Class 0 «r' Aidt.

The estimates of ma)dmunt-day and maximutn-hour peaking factors for each class
calculated under Option I are shown in Table 3-2. The mazimum-hour peaking factors
for the customer clan ranged from a high of 3.43 (Hill Country Utilities) to a low of 1A

(In-City large Volume/Industrial, Outside-City Multifamily, and Village at Western Oaks

MUD).^ ^
means that the estimates

of maximutn-day psa^ng factar mcasure the probable rstio of each class's use during the
systems penk day, to each r^ass's use dnring thai cisss's average day. Simiiarly, the
maximum-hoar pe$tcing factor is based csn tha custo€nar cisss's use during the system's

masimum•hour. Thus, thc pealting factors estimated 'tn this analysis are the expected
peaking factors fctr each customer class during ihe systtm's maximum-day and maximum-

hour.

aoosur,a.rM 3"8
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Capital Improvement Program expenditures in any given year are financed through
existing Cl? fund balances, bond proceeds frorr► new money issues, and current revenues.

importantly, a 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 rcvcnuc transfers to the Cl?. Funding of remaining projects is guided
by coverage requirements, equity financing constraints, and economic considerations of
now bond issues. If required current revenue funding of Cl? projects does not result in
excess coverage, projects for which bond authority is available may be equity financed.
However, as has been the case in rectears, the Utility's h"Y92-93
generate debt service coverage ratios slightly above the 1.50 coverage target, largely
a result of required transteas to CIP funds.

Table 4-2 shows the Utility's actual capital requirements for F'Y90-91, known and

measurable changes in costs, and the FY92-93 requirements.

Revenue Bonds

The largest capital cost item is debt service on utility revenue bonds, The FY92-93 debt
service requirement on utility revenue bonds is about S27.3 miflion. This requirement
is nst o€ debt refztrsding and defCasance savings and application of funds from the

Utility's

Debt Management Fund. The known and measurable changes for utility revenue bond
debt service reflect the effects of defeasances and refurtsiings, as well as the normal annual
changes in the scheduled detrt service. AbuW 1G m0w (pbddw 10 p^) of ft WW

raveaue, bood-debt- service cequ&ettvn+t-fs-cfeft•retvic° an tiid oystesn'it weass reserva-

capacity.

ContrW Revenue Bonds

The City's PY92-93 debt service 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 3vtunicips! Utility Districts (MUDs), but would also have
sufficient capacity to accommodate future growth outside of the MUUs. The City entered
into agreements with each of the MUT7s, which specified how the debt service costs would
be shared between the Oty and the MUD based on the projected use of the facf3ities.

'11a+C8B debtseuv#ce mdadWin the UtIbP revalue^^ rdWft only the, CWs

postba of the debt service on those bond& This requirement is also net of savings
resulting frnm debt refundings and defessance 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

1001 14crrDx 4.8
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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 S25.1 million, including about $632,000 of revenue-based

allocations.
Costs allocated to retail customers tmly are about $11.7 million.

Capita! costs

° C1.i2iw[ HILL analyzed the [Itiitty"s plant-in-setviee and received input from
Utility staff

joint and specific capital costs. As with O^ tx^sta4 ^ t^te'i cam
to determine
"Spoiatcd with .iat .

and fim pmtcWm are Vedft to r" 0tstom1
Most of these cars are determined through the £nnctionali•ratian process (see discussion

below). Table C-2 in Appendix C shows that Leak Detection costs were immediately

identified as retail specific casts because all. Lea Detection activities '^

distribution system. itw it f^tt ta ^c fat t1^s
^ ^t ^t i^t+ than 24

epa^d ^t to ara ^t^ ^ tt^^t b^.
v^h^

in ^t' are cyatd&red Ur" Table C-3 shows that the FY92-93
4;

requirement for Leak Detection projects is almost S1.0 million. ^ sJA

Table 5-2 shows the Water Utility's FY92-93 capital costs not of nonrate revenue, In ?

CE
FY92-93, the net capital costs allocated to retail customers only is about $3.6 million, and

t joint costs are about 540.1 million, including $6 .9 million of reveatue•based sllocatio,tts.

^ The allocation of contract revenue bond (CRB) costs to customer classes is diffcussed later

in this section.

Allocation to Service Fuizetions

For this anaSys#s, the revenue requirements were allocated to the following service

functions: transmission, distribution, PU"M[Ping, treatment, starage, customer serviCes, fire
prot+cetiQa, and indirect. In tadditian, some costs were allocated to reserve capacity, and
revenue ^^#ion categarles. These are special categories that resulted from specific
cost allocation issues pertaining to the City. The methods for allocating costs in these

categories are desm-bed separately be1©w.

Casts are allocated to service functions for two primary reasons. First, as mentioned

above, certain functions serve specific customer ctasses. The costs of these functions must
be segregated from other system costs in order to determine specific cost responstbilitit.s.
Second, by functionaUuttg the revenue requirements, the costa can be more accurately
allocated to customer service characteristics (see discussion below) and, ultimately, to

customer classes.
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After all re=arch on these OF projects was Completed' the next task for
D. projects to the identified functional

the utility was to functic^nalrce all C:iP

parameters.
This process was done in two phases;

The fiat phast+ was directed by the t3tilit^! Finance staff and
1• theobtained information 'Fhe utility Utility

Wo
ctionab

lrb
t^ is

project managers. ir^ detern+ining the
from ^^ HELL to assist the project managers
f^artctitsnaliratiQn of each of the projects,

The project managers

were given workpapcF forms for each CIP project they managed to
be used to document their reapotsse. The Utility used these forms

to enter data into the COS GO' Project Database.

2. The second phase was completed by Q.22 HILL engineering

staff. The Utility provided CH2Ni HIL3. witotber
priaMts of the COS

}sroj tx name,
CIP Project Database showing the gcct on
and the functional -parameters. --The functictnai - pe^nte$^
projects that had been functionalixtd in phase one were included
for review. The remaining projects that had not been fundionalized

were also listed.
CH2M HILL reviewed the projects to determine

the functional percentages.
This prams took approximately one

month.
no COS CIP Project Database lists were returned to the

Utility staff for data entry,

st researc, it b^^ apparent that the
After the Utility had i^nidatnd the C1P - pr_a,^ - ^y ec^ were funded entirely or
Utility would not be able to identify which specific C urces on individual CIP projccts
in part by issued revenue bonds. Records S^t^8 sn$^t^. 'f'hescfare, the Utility and

could not be readily tracked from the City aliu revenue bond debt
C H2M HILL were faced with a decision on how to best functi4rs

service using
ft available CIP project frformatiun. The process by which revenue bond

debt serviee was functionalized is detailed Wow

A, Although the Utility
Staff was unable to determin^ which specific ^

projects were funded using issued revenue boads,
^r couldautd̂ identify

tlc
tlfy the

bond
total amount of revenue bonds that ^^t art+'+►^ ^ dvbt
authority proposition. 'i^WF^ the o^re^l1 bond st't^Y
^ ^q^ wwot^d be k^ ^

P!woskim w4umadim
Database was then sorted by bond authority

B, The COS CIP Project expenditures for each CIP projcct listed within the
proposition, The total exptrn ^s based
proposition were distributed to each of the functional Parsm
upon that projezt's functional percentages identified by the project
managers or CH2M liltJ_ For exsmPli-, if a specific Water CIP Projectn>
was ftmctiortalizec] as 95 percent transmission and^p̂'^nti$# fire

^^ted 10
paotectik

cthethe
then the total expenditures for that project

1001tW•i'o'%
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respective functional parameters based on the identified percentages. The
resulting functional expenditures for each bond authority proposition were
totaled for each Eunctional parareicter. The overall bond authority

proposition functional percentages were then calculated by dividing êach

{unc^ctttal ^ttteter total expenditures by the total propttsitism ex^e

tures. Printouts of each bond authority proposition showing a list of QP

projects, total ex,{enditu:res ► functional percentages, and the overall bond

authority propositfcrn functionat percentages were completed as documenta•

tinn,

C, CH2M HILL and the Utility decided that excess reser've capacity revenue

bond debt service requirements would be futtcfinnalizcd differently than

° other revenue bond debt service requiraments. in the analysis that
determined the excess reserve capacity debt service requirentems, an
allocation ofigsued revenue bonds pertaining to excess reserve capacity was
detennined. The Total Issued Revenue

to ^
weredu reduced the

aileratiortaf^csmfeserveespa ty` Pr
Bonds for each of the bond authority propositions.

D, The Net Issued Bonds for each bond d authority proposition was distributed

to the functional parameters by usin
g

the overall bond authority proposition

functional percentages calculated in section B. Each functional paramcter's

Net Issued Bonds were total+ed. Revenue bond
Net
debtB seMce

^^onrlatfor each
tic^n percentages were calculated by dividing

__functiojW_parameter--by-thetotal Net issued_Bttnds.--- -- -

Revsnue bond debt service requirements net of identified excess reserve

capacity revenue band debt service requirements were functionatized
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 categories. As shown in the table, a portion of revenue

bond debt service is allocated to each functional category (except revenue al9oattions).

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 mgWn) of

total capital requi.rertt+arsts. The smallest portion of system capital costs are allocated to

fire grotection, these costs arc about S135,OO0 in FMM. Table C-6 shows the

allocation of retail only costs to functions. All of the costs allocated to retail customers
ONin this table are distribution costs. It is iopotdtot to aM that

Am 'alioca^ost
aim retail a*, ^, they are allocated to tea customers Mowing
of costs to customer service characteristics discussed later in this section. the

sa114wIrox 5-8
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Cupitttl C:asts by customer Service Characteristic

Table 5-2 summarizes the results of the allocations of capital costs to cuatsrmer service

characteristics, including Joint costs, retail-only wsts, revenue-bawd allocations, and

contract revenue bond allocations. The revenue-based capital cost is the general fund
transfer, which is calculated from system revenues, and is therefore a rcvenue:-b=d

allocation item, Contract revenue bonds are allocated as a separate category because
these costs are allocated to customer classes in a slightly different manner than other

costs. The method used to allocate contract revenue bond debt service to customer

classes is described later in this scction.

Table 5-2 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 maximum-day

demand. Ma)dtnum-hour costs and contract revenue 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 each class.

joint costs am shared proportionately by all classes. Retail Costs are allocated only to

the retail classes based on their respective proportions of each characteristic.

Contract revenue bonds are allocated to each class in a slightly different manner. TIM
contracted debt aovim ftar an kaft MUD ia aonddeted the euttire debt service responr.
spft [" that bM. The MUD pays none of the C'ityT s share of the debt service on
its own issue. I-lowever, the MUD does pay its proportionate share of the City's debt

^ service on all other contract revenue bond issucs. Retail classes pay their respective

sharea 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 initially set
based on the total use (benefit) that the MUD would receive from those facilities,

M
Therefore, allocation of any of the C3ty's share of that issue to the MUD would result

in the City overcharging the MUD.

R,e,venue-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 by Class

The allocated costs by customer class are summarized in Table 5-3, The in.City single-
#atnzly class is responsible for more than $39.9 million of net requirements from

ratepayers. This amount is about 47.4 percent of the total requirements from rates.

Commercial users inside the City are allocated about $17.1 million, and large vctlumel

yoNu"a.mx 5-13
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Issue Paper #4 February 15, 2008

Customer Classification page 4

Common Data Limitations
Customer class peaking factors serve as the basis to allocate functiQnalized costs to each
customer class. Customer class peaking fifclors are based on peak-day and peak-hour
demands. These demands are not typically available on a customer class levei, In fact,
usage data for individual customer classes are typically available only on a monthly basis
(or in some casas, less 1°requently:) Nonetheless, estimates of Peaking factors by
customer class can serve as a proxy to assign functional cost components in an equitable

manner,

Method of Prorating System-Wide Peaking Factors

Considering the limitations on meter reading frequencies, the water industry has
developed approaches to estimate peaking factors by customer clan. Some utilities
maintain meters that record daily and hourly reads for asampte of castnuters. In fact,
during the early 1990s A WU did jug that. The costs of these programs are often

reasons, AWU abandoned its daily and hourly meter-reading progmn,

Published data from comprehensive samoing program may be used to develop estimates

of peaking Eactors by class. However, these data an aRen specific to the climatic and
demographic conditions where the studies are conducted and generally do not provide
adequft ittCirauttiwt for other "its.

As pcaking factors are often derived by prorating the system-wide peaking
factors to customer classes based on each class's contribution to the system peak-month
demands, The derivation of customer class peaking factors uses the fr+1lcrwving
information.

. System avemge-day demands
9 System peak-day demands
a :Sy stm peak-hQur demands
. System peak-month demands
. Customer class aversge,manth and peak-monfli demands

The following frx'mulas are often uses;:

Class Peak Month E►an+rrred 5i,ste.m Peak Da), Iknr+rrn+tf
Cdc^^,s Peak Day Factor = _ . ^

Class A ve rng4 Monrh Dcmmnc! sy,stenf Peak alf4rrihDemArrd

And:

Class Peak Hour Factor ^ ^.'ia:rs Peak at ^larrth.fJenrarrd ,^jl,rfent Peak Flaur 1?eutarul
^^

Fla,, Avrrage^anth Demand s"vem Peak hlnaatli,G,eruand
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Wastetvfttet Cost Allocatiar.s
Page 12

Number of connections, tinder this approach, 1/1 is attributed to customer classes
based on the number of connections each class has ►vithin the wastewater system.

. Land Area. Since III is often introduced into the collection sy:stern, and the
tiitarnate length of pipe in the collection system is based on the total area served,

land area is available as a method to allocate and recover 1l1 costs.

• Property values. For systems that have I ISEPA approved system of rates based

on ad iwtorean property taxes, property values may be used to allocate and recover

VI ct}sts•

Other Observations
The approaches used to allocate and recover 111 costs vary front utility to utility, Some
utilities base the allocations of III to customer classes based on a combination of the
factors listed atiove. Other utilities use only one ok'the9va'tlable methods.

The primary differences in the methods of allocating and recovering TA costs are based on
different philosophies. Some analysts consider III cost as another element of the
wusstetvater system that must be managed. And tince III generally affects the flow-relatcd
unit processes the most, the cost associated with T/T are thcn allocated based on a
customer classes' flow. the cost of mitigating 1d1 are ofiezt incurred Lo augment the
hydraulic capacity of the treatment plant and portions of the conveyance system.

Some analyst attets:pt m allocate the source of [!1 back to the customer classes. !n soine
cases, 4/'l is assumed to occur primarily in the collection System and at the point of

connection of custg;uecs' ^trrices ttsTh^^vcr tt c s ussu^tion, analyst

tnap3l^te IIT on aPer customer basis.

AWU is un ique since much of its rnnjor conveyance systems have historically be placed

within natural creeks and streams. Although this placement may maximize the use of

gravity to convey swtisbesvater, it likely increases the in oi'the major conveyance systems,

This unusual circumstance suggests that 111 does not correlate well to the number or

. cotU2C^tiOTE^.

when caansidr-ring the issue of vi^`asteNvater cost allocations} the fbIlawing methodological
options are important to consider:

1. Which is the most appropriate overall method for allocating costs (i.c, de•stgn,

functional, or hybrid basis)?
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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

Austin rtes are using less water per capita. Conservation is working. That should be cause for

celebratFon. Saving water saves ratepayer money. It also means lower energy use and lawn-chemical

consumption.

But at the Austin Water Utility (AWU} they're calling it a"Perfett Storm" of disaster because if people

use less water, AWU won't generate enough revenue to pay for Water Treatment Plant 4 1WTP4j, not to

mention long-overdue maintenance costs. This analysis by the Save Our Springs Alliance demonstrates

that residential water rates could nearly double it the City continues along its present path,

In the book and movie, 'The Perfect Storm," a fishing boat captain jplayed on the bxg, screen by George

Ciooneyj steered his ship directly into the tempest in search of a big catch and everyone died. So city

staff's use of the dire term is instructive, Like the sea captain in the story, AWt1 has recommended that

the City Council charge ahead with WTP4 - costing ratepayers 51.2 billion over the life of the project -

regardless of the fiscal danger. But this is not a movie. Austin families can't afford large rate hikes

during a recession and the City has alternatives to this expensive boondoggle.

Just last month AWU officials informed the City Council of an expected SA3.2 million revenue shortfall in

FY 2010 due to lower than projected water sales. The water utility's revenue model had somehow failed

to predict the "perfect storm" of reduced water use by residences and businesses due to rain and

conservation. if current reduced water sales levels persist, Austin could be required to nearly double

residential water rates by 2015. mostly to pay for the Water Treatment Plant t14.

Despite years of controversy and debate surrounding the project, residential rate payers have never

been given a realistic estimate of WTP4's hit to consumer pocketbooks, particularly when combined

with other ongoing debt-funded projects and the City Council's unpubficized decision to shift water-rate

burdens from commercial to residential customers. This report attempts to quantify these global

residential rate impacts,

investment in WTir4 has been touted as Austin's "stimulus' for the local business community, albeit one

financed by local rate payers instead of the federal government 'But Austin could also add Jobs - real,

long-term jobs - by repairing massive leaks in our existing water system- leaks that allow nearly 10

million gallons of water a day to just seep into the ground. it could and should also invest in "green jobs"

in water conservation and efficiency that would pay long-term dividends while drought -proofing our

economy,

The Perfect Stotn4: Setting priorities at the Austin Water Utility in a rirrw affrscol casis, June 9. 20 10
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Recommendations:

• Estimate proposed rate increases based on data that includes implementation of new water

conservation goats 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 commercial

to residential customers puts too high a burden on residential water customers, Put off new

construction until the cost-of-service adjustments are complete to avoid piling onto residential

rate payers all 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 gird Lake.

• Continue to implement water conservation, including aggressive, summertime lawn watering

restrictions, to limit peak-day water use and achieve recently adopted city-wide conservation

goals

• Prioritize fixing 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 Water tJtilrty in o time offiscal crisis, June 9, 2010
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Introduction: The Perfect Storm and Austin Water Rates

At a recent meeting of the Water-Wastewater Commission Budget Subcommittee, Austin Water Utility

(AWU) officials told commissioners they were experiencing 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 543,2 million less this fiscal year 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

every reason to believe they'll be steering restdentral ratepayers into a hurricane of future water-rate

hikes.

Austin homeowners already face large, projected rate hikes to pay for Water Treatment Plant #4, and if

this "Perfect Storm' continues. they will be much larger than anyone has so far admitted. In 213K the

City of Austin began a.eries of multi-year water rate hikes armed in large part at paying for the WTP4

project - dubbed the Billion Dollar Mistake on the Lake by local environmental groups with as massive,

miles-long, tunnels under the Balconies Canyonlands Preserve. AWU has suggested raising rates

continuously over six years beginning with a 10.1% residential rate increase approved and implemented

last fall But public discussions of rate hikes have largely failed to consTifer the disparate impact on

residential ratepayers, and they certainty don't take into account AWl!`s new revenue reality in the

short-to-medtum 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 rise 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 is deceiving because residential customers took the brunt of the increase, witnessing a 101%.

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 multi 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 going

forward.

Table 1 shows the aggregated 'combined" water and wastewater rate ►ncreases for all classes suggested

by AWU recently to the Budget Subcommittee of Austin's Water-Wastewater Commrssron'-

The perfect Storm; Setting priorities at the Austin Water Unlity in a trnre offi-scal crisis, June 9. 2010
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Table 1: Projected Combined Water Rate Hikes (2010- 2t)15)

, ...^.,.
2010 2011 2012 2013 2014 2015

^.
Total

Water 5-70% 6.$0% 5.509b 6.150% 5.704b 150% 34.19'fo

Wastewater 1 3.30% 24b 3-509b 4.30% 3-10% 25096 20.20% 1

Combined ° 4,50% 475096 4-50% 5.50% 4S0# 2_50% 28,96%,

On its face, that results in a 28.96% overall increase. However, residential ratepayers took the brunt of

the hit in the fkrst year, seeing their water rates increase by 10, 1%, not 5.7V So residential water rates

went up 77% more than the averaged amount because of the shift m burden from commercial and

wholesaie customers. If residential rates increase disproportionately over the next five years at the

same rate as in last year's budget, then logically residential increases will be higher than 'combined'

rate increases. How much higher? Assuming the shift in burden continues at the same pace as in 2010`,

here are the projected residential water-rate increases over the same perio&

Table 2: Residential Rate Hikes including Cost of Service Adjustment ( 203Q - 2015)

2(310 :! T 2011 2012 mm 2013 2014 2015 Total
-^- --_ _ _- ^

Residential
i

Water 10.10% ; 12.05% 9.7536 11.6994 10.10% 4-43% 73.82%

So between overall rate hikes and the shtft in burden from industrial to residential ratepayers, Austin

homeowners could see a 74% rate increase over this period - a number city staff have scrupulously

avoided estimating by projecting forward only "combined" increases instead of including details about

the cost -of-smice reallocations,

AWU Revenue Models Flawed, Over-Optimistic

No one has told Austin's residential water consumers their rates are scheduled to rise as much as 74% to

pay for cost reallocations 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 people would buy more water than has generally

turned out to be the tase.

The bonded indebtedness to pay for Water Treatment Plant 4 and other AVVU projects is secured by

revenues from AWEI water sales,' which are the only available revenue source to pay off the debt If

water sales don't meet prokected levels, bondholders can force the City to raise rates through a writ of

mandamus." or bond houses might lower the ratings on City of Austin debt_ Houston this year increased

their comtrisred water-wastewater rates by 30% because of an expanding bond-debt burden. Reported

the Houston Chronicle. "Had [Houston] failed to raise rates, many noted, the system likely would face a

The Perfect Storm': Setting priorities of the Austin Water Utility in a time af f sco! crisis, June 9, 2010
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downgrade in its debt, increasing costs and leading the city to continue running a deficit in the water-

sewer utility, This year that shortfall is expected to exceed $100 million 9

Austin could easily find itself in the same situation. AWU's assumptrons underlying the written

solicitation of bond debt for Water Treatment Plant 4 anticipate water sales and revenue rising

indefinitely, but this year's revenue decline belies those assumptrssns. AWtI's projected $43.2 million

-shortfall demonstrates what happens when conservation combines with higher rainfall levels, a

development that took AWU budget officials by surprise.

AWU's budget and financial manager Rusty Cobern recently told an industry publication that "Rising

conservation has contributed to revenue volatility at AWtJ" explaining that "We would have expected a

revenue windfall during the jrecent] drought" but that didn't happen. He concluded that 'Aggressive

conservation pricing models can eliminate windfall opportunities." "

So if A1NU's revenue model failed to predict the current shortfall, projecting just one year into the

future, how firmly can we rely on their projections several years out7 if current, lower usage levels

persist into the future, thanks to expanded conservation and/or the alleviation of record drought

conditions, rates must increase even more.

Austin recently adopted aggressive new water conservation goals which, upon implementation, will

stgnificantfy, reduce the total amount of water soid. Water-demand projections presented to the City

Council in 2009 showing the need for WTP4 assumed Austsnctes would use 162 pitons per capita per

day (gpcd) in 2020.°' On May 13. 2010, the Austin City Council approved conservation goals aiming to

reduce water use to 140 gpcp by 2020u, thereby also reducing the volume of water 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 decfimng. from a high of I0,258 gallons per month in 1499-20(3U 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 increase steadiiy, then even

the already-high projected rate hikes described above probably underestimate the amount AWU needs

to cover NfTP4-related debt, which will cost ratepayers $1.2 billion including interest. AWU's projected

shortfall in the current fiscal year is 10196 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

hGgher. In that case, instead of a 74% rate increase by 2015 for homeowners, 93.8% would be requarer}

Rates could go up even further depending an how badly AWU has overestimated future water use

{andlor underestimated the cost of WTP41.
r

Using data derived from the bond prospectus associated wr WTP4'^, I depicts the increases in

total pumpage AWU told bondholders will occur to generat revenue to pay its debt-

The Perfect Storm: Setting priorities at the Austin Water Utility in a time of fiscal crisis, June 9, 2010
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Chart 1. Projected Total AWU Pumpage: 2(X39- 201$

55z.t^CKi

.tofiOo

?30'q- 20I0 :0 11 2012 2013 M113 2Oi° ?{}16 r`il' 2018

These projections certainty don't jibe with a 543.2 million dip in 2010 water sates, but the trend also

seems unrealistpc compared to actual total pumpage data from the past decade, as reported by the City

in the same source. According to the data depicted in Chart 1, AWU believes total pumpage will increase

steadily over time. But that contradicts the City's recent experience, even during a period marked by

dramatic economic and population gro+wtfi, depicted in Chart 2:

Chart 2. Total AWU Annual Pumpage:1999 - 2008

^: ;rkC}iJ

••^+J4Y.,^

3 ±tKlD

4000c, - -

3-q9 1UW 2001 RX02 20G3 2004 ^t}1}4 1t*6 2^'JGr7 203R

AWU has consistently overestimated Austinites' water use to project demand for water treatment

facilities that never materialized, In 20Q2. when the Austin City Council first authorized hiring Carollo

The Perfect Stom: Setting priorihes at the Austin Water Utility in a time offisrol crisis, June 9, 2010
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Engineering for the WTP4 project, AwU staff estimated that Austin's peak summer water use would

reach 281 million gallons per day (rngd) by 2009-47 That turned out to be a dramatic overestimate. Chart

3 shows the actual peak use over this period:

;.-1^,

_^te

^ ^ K»

lati

f p,]

:;Cr

Chart 3. Actual Peak Water Use Per Day '1M9• 2009

1nr}r {^^t '?C'^ S^+? ^^J's GfL: ?t1^5 'J1£ 3iK^^ 2963 7+^'

Even so, similar to its overall pumpage projections, AVJU told bondholders that peak use will climb

steadily in the near future despite these recent, countervailing trends:

chart 4. Projected Peak Water Use Per Day*. 20M - 2018
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Given the inflated estimates from 2002, there's little reason to believe from recent experience that the

steep upward curve depicted to bondholders represents a realistic expectation of reai,warEd 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 long-term

projections have been consistently overstated, while conservation has proven to work

Bottom Gne; Several situations could conceivably cause water rates to rise much higher than AWU

offiaals have so far protected, including 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 conservation measures - particularly restnctions on lawn watering -

have eliminated "windfall opportunities" from higher summer water use that AWU previously

anticipated. So if water sales aren't as high as AWt! optimistically projected, the utility must either

increase rates or reduce the General Fund transfer from the utility (which this fiscal year runs about $29

mitkion`") 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 launching WTP4 to

perform necessary environmental assessments of the transmission lines, save money rn the short-term,

and to determine before borrowing a half-billion dollars whether conservation measures could forestall

new construction even longer. Now, facing unprecedented revenue shortfalls , tower water use through

conservation, and this so-called "perfect Storm," the logic of environmentalists' argument resonates

even more strongly-

Any average Austinite whose income is 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 decline in revenue.

The "Perfect Storm' behind lower 20I0 water revenues stems primarily from three sources, according

to AWiJ. New conservation measures, the end of the recent record setting drought, and the current

economic downturn, Of those, the conservation measures aren't going away, some years will inevitably

be rainier than others, and even though Austrn`s economy remains better than most, few believe the

effects of the economic crunch will be over anytime soon. Meanwhile, conservation measures have

eliminated opportunities for revenue 'w►ndfaits' the utility previously expected during periods of

drought

So this isn't necessarily a temporary condition; some or all of these situations may continue for some

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

debt.

The Perfect Storm: Setting priorities at the Austin Water Ublrfy in a time dfJSscar crls€s, June 9, 2010
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Misplaced Priorities: Fix Leaky Pipes Instead of Building New intake

in the rneant►me. AWtJ continues to put off critical maintenance on older water Mines in the central city

which are responsible for leaks that drain billions of gallons of water per year from the system, The City

parks department recently announced it would stop building new facilities until it could afford to pay for

maintenance on the ones it already haso, but AWU has not yet teamed that bask lesson of fiscal

prudence in lean economic times.

Some have argued for WTP4 based on the jabs created th rough a large, debt-financed public works

project AWU Director Greg Meszartts even said he considered WTP4 a"local stimulus" project that

would create thousands of short-term jobs"', though in this case ratepayers, not the Obama

Administration, will pick up the t.ab. But if Austin wants to create jobs through AWU, it'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 billion gallons of water per year the City just allows to

seep into the ground. it makes little sense to build SO mgd in new capacity white letting nearly 10 mgd

leak out of the system every day

11__^ndrng last summer to questions submitted by Councilmember Bill Spelman, AWU revealed that

out of 3.600 miles of pipe that it operates, 900 miles are deteriorated and there are 250 miles of "highly

dateborated

"

- pipe where the ma)ori of leaks are located: unng a cold snap in a

^j Austin Chron e, e o d cast-iron sections o em accounted for 91% of water main breaks_

fr ^^ e .•^'

^ No water system is leak -proof, but the City could start by fixing the 250 miles of identifiably deteriorated

pepe, a task which would cost $33[} million, city staff told Councilmember 5pelmari. That's a significant

amount which would require a nsne-figure bond issue> not to 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 }ust 581.8 million fixing leaks over the next five years, AWU told Spelman, by which

time ever, more pipe will inevitably deteriorate.

The Water Utility's "Perfect Storm" was easily predicted Both peak-day and total water use have been

flat to slightly deciininp, since 2001. Per-household use is down Both residents and businesses are

saving water and saving money These trends will likely continue. Rather than increase the damage to

ratepayers and the environment, it's time for a midcourse correction and a return to safe harbor

The Perfect Storm, Setting priorities at the Austin Water Uft ►rry in a time of fiscal crisis, June 9, 2010
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Recommendations:

The Save Our Springs Alliance offers these common-sense recommendations in the face of AUdt1`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 exactly

what their overall rate hikes will be through 2015,

• Constructing expensive new infrastructure while simultaneously shifting costs from commercial

to residential customers puts too high a burden on residential water customers. Put off new

construction until the cast-of -service adjustments are complete to avoid piling onto residential

rate payers all at once,

• Before beginning construction on YYTP4, 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.

• Continue to implement water conservation, including aggressive, summertime lawn watering

restrictions, to limit peak-day water use and achieve recently adopted Ctty-wide conservation

goals.

• Prioritize fixing leaky pipes over a new ►ntake for new revenue bond indebtedness so that

millions of gallons of water aren't uselessly seeping into the ground each day.

The Perfect Storm: .Settfng prrvrities of the Aushn Water Utility in a time of fiscal crisis, June 9, 2010
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Appendix: The following data assmiated with the charts in this report was taken from the City Of

Austin Bond Prospectus dated November 5, 2009, p. 21.

Data for Chart 1: Projected total annual pumpage (in millions of gallons):

2009 55,385 ^
2010 56,28'9

12011 57.270

3{^12 58,301

-22013 5'3,35U y^.^
2014 60,1551

2015 61.242

2016 62,349

^ 2017 63,477

2018 ii4,624

Data for Chart 2: Historic Annual Pumpage (in millions of gallons):

V ,422

52.194

50,14fl

2002 5tl,tf$3

2t1D3 51,111

2^t 4$.4fi9

ZQQS 51,324

^ 2006 56,603

2007 45,868

20M 11 53,{ff^-j

Data for Chart 3; NfstarYai Annual Peak Day Use (in millions of ga#tons per day)

The pertett 5t,awm: Setting priorities at the Austin Water Utility in a time oJiiSsc'a1 crssis, June 9. 2010
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Data for Chart 4: Projected Peak Use f in miilion of gallons per day)

j 2009 245

2010 249

2011 25A

2012 ^ 258

2013 263 ,

2014 268

2015 272

2016 277

2Q17281

2018 ; .^

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

fNONCITES:

' A}so unlike the federal sitmulu;, Austin ratepayers will see immediate rate in reases to pay tor it while debt

accrued in Washington can be put off until future generations
`' 20p9-2010 PROPOSED BUDGET RESPONSE TO REQUEST FOR IIi1FC}RMAT1pN," Response to City Counrilmember

Chrr, Riley, Request #30, September 9, 20M
Study Report. Austin Water Utility Cost of Service Rate Study 2W8, Red Oak' Consulting

Backup material for Water- Wastewater commissioners prowsded to the author by city staff from the June 3

meeting of the Budget Subcommittee

khid
All projections are within the 5.7 year period during which AWU says it will shift its cost-of-Service allocations.

"Utility bills likely to rncreaar," City and County Beat Blog, Austin Amencan Statesnun, April 28, 2010,

Bond PruSpectt;ts, 'Official Statement.` Dated November 5, 2003, p 14.

"Water-sewer rates to climb 30% over next three years,' Houston Chronicle, April 22, 2010,

` "'t15 Urban Residents Cut Watef Usage, Utilities Are forced to Raise Prices," Circle of Blue Waterfilews, April 19,

2010.

': Spreadsheet obtained under the Public Information Act from the Austin Water Utility by Bill Bunch. October

2C1W.

The Perfect Storm: 5effing priorities at the Austin Water Utility in a time offiscal crisis, June 9, 2010
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`°
Aus.an City Council Agenda ttem 35. May 13, 2010. The "Fascal Memo" accompanying the agenda,t+e±.m stated the

tananCSai rmpa;.t to the Austpn Water Utility cs 'unknown* beyond the need to hire more Conservation personnel,

but Me fiscal Impact of selling less water is dear from the 2:t)11} revenue shortfall AWU will receive less revenue

than would otherwise be anticipated,

'_ Backup material for Water -Waftewater commissioners provided to the author by city staff from the June 3

meeting of the Budget Subcommittee. 'Historical & Protected Accounts (FY Average)'
'` backup matenal for Water-Wastevtater eorrtmissioners provided to the author by city staff from the June 3

meeting of the Budget 5ubcorwsmsttee-

'^
Assume from the caEculatian in Table 2 that the amount required to pav off WTP4 debt and other obligations is

17382 times the 2009 ra.te. or a 73.82% increase for resadent3al ratepayers from pre-WTP4 rates at Protected

levels of use_ Now assume water sales continue to undsrperforrn compared to AWU prolections, currently

revenues are at 89.78% of projected amounts if lower water use and sales continue along these lines, to achieve

the same revenue level will require a rate equal to 17382/-8978, or a 93_6% overall rate increase from 2t)0'3 levels

Bond Prospectus, 'Official St.-terrrent," Dated November 5, 2009, p 21.
"Recommendation Eor Council Action." Backup material, Austin City Council, Agenda Item 32, 4j4162,
Really an extra $ 78,%7,454,` according to backup material for Water -Wastewater comnusiiorrers provided to

the author by city staff from the June 3 meeting of the Budget Subcommittee,
""Parks and Rec it you build A," Austin Chronicle, May 28, 2010 Said PARD director Sara Hensley, °"tMe have-to

say we can't build it if we can' t maintain it"
Comments recorded in authtN°s notes (Torn a public meeting April 20 at Concordia University.

Office of the City Auditor, "Audit Report AuStin Water Utility Water Loss,- April 26, 209
Memorandum to Count4memher Bill Spelman from Assistant City Manager Rudy GarPa. 'Response to WTP4

2009 p
3`f:roten Assets: AWU and the Busted Pipes,' Austin Chronicle, January 22, 301U

The !►+erfett Storm: Setting priorities at the Austin Water Utility In 0 time of fiscal crisis, June 9, 2010
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I1 9 ,
contributed volume or each class is generally based upon wastewater winter average billing

records that exclude estimated wtttta use not reaching the wastewater system, such as that used

for lawn sprinkling and car washing.
Based on a historical analysis, it is estimated that the amount of :low entering the sewers

through infiltsatlonltnilow will average about 15 percent of the total wastewater flow reaching

the treatment plants. Each customer class should bear its proportionate share of the costs

associated with xnfiltraticrrt/inflotiv as the wastewater system must be adequate to convey and

process the total flo►v. Recognizing that the major cost responsibility for infiltration/inflow is

allocable on an individual connection basis, two-thirds (66,7%) of the infilttatitum(infio►v

volume is allocated to custom= classes based on the estimated number of customer connections

with the remaining one-third (33.3`.w) allocated on the basis of contributed volume, The

allocation of1^Tt on this basis to customer classes is shown on Table S-12,

The responsibility for collection system capacity cost varies with the estimated peak

^ flow rates of both contributed ►va_etetvatcr and infiltration attributable to each customer class,

lniiltrationlinflow is estimated to comprise about 30 percent of the total peak flows,

The HOD and suspended solids responsibility of each customer class is based on

estimated average domestic strength concentrations and contfibuted wastewater volume for

each class. Estimated average SOD and suspended solids concentrations of contributed

domestic sewage are estimated to be about 144 milligrams per liter (mg/1) and 200 mgft,

rrqectdrety, for all customers excluding industrial users_ Because of the pretreatment efforts of

these customers, their strengths we estimated to be 77 mg/1 for 130ty and 82 m$!! for suspended

solids. An average 'tntiltrationhutlow strength allowance of 40 mg/1 for Bt3D and 95 rngA for

suspended solids was also used to balance total wastewater loadings contributed by normal and

excess strength users with the total wastewater loadings received at the wastewater tmatinent

plants,
The BOO and suspended solids strengths that are in excess of normal domestic limits of

2I30 mgA are assigned to the surcharge customer classification as shown on line 22 of Table S-

i 1 The estimates of excess strength quantities for surcharge customers are based on a detailed

analysis of extra strength data provided by historical surcharge billings of the Utility.

Customer com at distributed among customer classes on the basis of the number of

bills rendered,

8.4.3 Customer Class Cost of S-OrvicS
Costs of service are ciusttiiiuted among customer classes by application of unit costs of

service to respective service requirements- Unit costs of service are based upon the "Al costs

previously allocated to Junctional components and the total number of applicable units of

service.

&-1S

RFT of Michael Gastillo-4715
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tue•statiri, ^aa,ait corning dehate on water-rates uu+^.tt^^stata^tttats,rcnta http uaa.mNtitatestnan cam news news opinion yuestt+zn,-d"

Msrkeqalaoe C)ass4lods
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Questions await coming debate on water rates
'? (^C6m Tun"-j' l,laM4 21014Foa+r+G "

By Edattar at eue+ti

Our response to last uerkt American-Statesman .*stor} that Austin's

5ucccssCui ^ti au r c c ►nwr,^atlr,n efforts might inrre the ccrt's 4. atcr i,niitti

to significantly raise rates was similar to yours: Shouldn't we be saving

rncmr* if were t+sti ig less lvatet'

As the *tatesttan's ^LGher Price and'Nat-tv'texeheii Ft'jllfllei.I. Austin

Water i* iusing revt^tiue #+rcau+e its customers are using water The

revenue decline - V7 mtitizat below budget pmjecticrras in 1013 and $it9

million below pt+n}c.̂ cdnrts in the fir-,A quarter o( this fiscal year_ which

tx-gan Ck^t-1 - comcs despite the dcxibiing nf rate-, over The i-List 12)

z'e:tra

, ': SONATA
0fF 00 ' APR

YOkii

T'he ittiiitv is Wstirl+:ing Out a ratc"nrre" praiM*,tj to present to the t'itr rN t r^r , r i: rrre r rc MCa 5^s .,

Council this sprtnp, The water tttttitt's direc it +t t:reg'.41esmjr0r;. ttild

Price and Twhet that rates miffit have to rise by double digtrs. This
- ,^_^. s;^ !-:,^-+i =°eerr^^n = . „er^^e'az^*^.• ^c,^.,ct_.a^

was stunning nevo,

Utsnn residents are to he ecxnmenc#ed for takingcol'is,Lnatatnr Fta,s ;.w rtrti ^ ^ rx^^^

se'ricru5l} 3ttsttn's urqoe•day water use pea#ced m August :.clt(ii it 240.3

million ^ailcrt^. ana! tt3^ cn der.iuirng ever stnee. tileatiwltile. Auxtin's +2r ^ w^m rraecxt ^ att e °«;¢^ a^: i. ._,,. ,

population has grown tn 2203 percent. from about ce0,4-00 residents in t.naer.FW ^r,,̂

,as Price and Tc+nhey3001 to M1000 mday To put tt antrthrr way
t^r=s7+rY

reported per-person water tw an2tx
h^rtl:a^*? ^ari ^sa^i•:art;Earin;^ *u`^L3 ;.:;_ ^;.

ati"era;r,et11'X ► gallons a cUa; fast r:

veas. itait4 per-nentnt uie cca.513fi gallons

This is virtuous hehac°itw to be enetAn-aird and fostered Yet OUT

readers base told uss in letters a nd online comments they feel a% though

InfF.

K^'J*T,r3t: Kdi^361':ar, !rr^:i^4enty r"`:::;i.,- . .^r^."- C•f.r,i

Familear JL;d„-= :G tv_3' _ "hr,wa)-f'tcr:t^ !te-r5al

(s 5,20 14 ?M PX-1
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%S'M t1,tnt5t«^tLStt3.^n.tR(1a
rUe5110n= :twatt corntn-- debate on Watt'r r3`8

they are being punisitcd (or saving water

new- s, uesttnn" -d" Alt'http. .+-w.. mN stateqman corn

7hc utilit^ sat-, at understands our readers' resPtttse, httt .rttsererw that

es er}>body keeps IL,:ini; v+ater L-% en as ther use less of it, and ther" are

t-rrtit. associated with getting water to ekvra c:ustntner The ttttlstN sj,'a-

mi+rte}' on pumping and treatment cosovJwnCIMnMCI-SUSA- less

water, but other costs in the utiiitv's budget water and s^-er ant

ref+airs equipment tnainten.utce.:int1 debt PtYments - are fixed

i'!'hich brings t>,t tit Water Treatment Mant N(> 4. die conir(ATmal, 5-508

million Faeiiit} being bulb near R41 620 and ifiM '°.?-' in Northk€-st

%uaitt, Some opponents M the plant sacs a tcrld-you-S() moment in Mct

anc2'Tonhet s report, critics of the plant had argued that c.uttsenr-10011

twvuid make Water Treatment Piant No 4 tmnet:escary. A new treatment

plant eventually ►>;'ottld he ttt^edefJ, they said. but it could hc smalfkr and

built years from now after the utiliq fitst fix?a^ei on replacing leak}

ityvs and eat r►ttra<,^i eNt n more cI}txser}-aticrtt

i.ritics said Water Treatment Plant No 4 wouW result in a rare m4tYase

^ttttKtannaflx iatger thatt cir} c^CCicials w^res;t^rtn^wtrtshl be n^-e+,arY

The Sate our Springs Alliance. for e:5-ample. put out a c e;^crr in ] une

2010 l WecasYmi; that residential water rates could ncanc double tn

201S to par lilt the new water treatment f+iant.

tiupporthrs of the Plant -%% e,%vere among them - said thie plant tiv+t,!

ttLvdcd t, ensure :, rat*jl3' growing austin had an adequate (Inure

water supply There perhaps was eKtsunft tsiattrtetn.t caFjctt+ for

another couple of dm-Ades. but it was better to build a neA plant now

while construction costs were relatively low rather than wan

fRttt it was argued. building a ttes4 plant nm+ could Flati'e tiff Msic

atut.tld one of the cits' ^ two existing plants, built in 19-54 and t369,

needed to be shttt dcn<-Ti for len&) repair-, Once operant inal. the new

neatmcrtst plant would allowtustin Water to make life-e\wnding

upgrades to its older l4ants

tti'e have been t c,ns;stcnt stt;tpctrtera ot the Lit},, conservation e.f3crrts,

and on a ccarpEe t+f occasions have criticized citV 01TICialS for 1101 Ong

far rtxruglt s►e^ fasar ntat;in^ tlt^r ^t ►̂^'s ia^r.n•~;ttterut^ restRCticrns

permanent for examtAe, Am we and others didn't think conservation

ultimately would he enough to meet the crv`s future water needs.

it is pointless to reargue Water Treatment Plant No -t. The plant is lacing

built and remains on track to kW4n operating this year

There is ntertt, hctweNvc in e+ipii ra-tnl, cµaestttttis tttrrnunding how the

plait wassoid to the public. We also 6nd merit in asking bow utitits

officials failed to prnperh and adeq.tateh account for conserti atioris

effect on detnan€i.:krtd a I:rti question to met amund asw'e legin in

-1 ,vo i.

C, 5 "?01•! 3-0t1 t'!N
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IuesVon+ awat't 4omzng debate nn Water ntO it u% .my w[atesman.corn hup: ti^^^-n^i s:aiesman cflm ne+^ ^ ne ►i s al+jniKan quesr,+arts 7^+`asi ..

debit a rate increase is. what hapMis when the utility rats--% IT rates?

1=or on(.., people will ace 1L,^ w•anfir. As we now are fulh aware, when

people use Icsswiter. the utihi%`s bottom line suffers and the utilit< has

to n, 1%v rates.. t w:s► has t,.s be found in m=cisaw this 4piral toward smite

hurdensamr rates

We .+Ill he asking tltrtre and other questions as; :tus#n Water MIATS

[caw aar! a rate-irtt-reavA, inoffs5al and the Clip Council begims debating it

The answers x111 be needed as we plan for the repon's economic :tntl

water future.

Be sure to read "i'hursda-)s View fivints tor cw tleti• on Tu#--,cLn ti hu:al

and state%vicic primart; e^ccl(}» restdts, or read t^s online at

wu.-u•statestttan.c-emt_

PitEifIOu6_ NEWS

City of Austin in talks to buy Greŷ Rock Go..

Bv t,mF^r-^oh^v- prner^m-sterosmar: sur

NEXT CRIME& LAW

Police looking ft>!t cafe robber in North Au...
8y a^ue ^g - Yr,e,^ai aEae^a^a C-A

t"`Cgj]lli3t on 1L^ f t^^f'^PTl^rt corn

. . .'4g :T,r . . . r_^'^?-5?, ^, ^^M^;.r^ Aua• n.£= ^:t-.: Icf,^

I^^.L}'^^,sc'^: •^ ^^.lyy t^ftic:.al M 3;,R5 3LEC: bS;.3i !r ,3:r: rv`^ ;3 P';i+v^r .;i,aFiS13..

^4l7w 3c-tai='5 Erwr4C C.^a [aEil Pri,-[t^ra! ;°;;f":^Cs! ^q;4'fCvl,lj

A aar+mct AUI-t!": rL'"4 c:z;4'1>cnn.g M,.cK if at

AE CtYMIenis (3) Post a Comment

Gommoimqs) 1-3 of 3

Claire-Standish Repo"

Perhaps the City should start giving hefty rebates to those proud Austin homeowners who Install a

propert"de automatic sfxir ►kiffr system to keep their Lawn full of thirsty, non-pndtgnous Si Augustine grass

beautiful and green all summer king

"` 0" i^ rlt 1,A37 4 2014

i ,f>fi b`5a2o14 i. t1f1 Y14
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.rr°^,-^..

h^ drop in tir ais t tr•e could cost Austin cc>turtitrs MOM tr w w_tt9ti ^. http: t%u% m} statesman c( Yrrr news 1104 NIA rntP-YSr ert^^ ..

AAark!lpFara CluslMd*
Subs

^ llnzr;cla}, lttne 5. 2014 1 vt^k^*ne to2-statesman xtam

86 HA t,lxJ,;[34VYhic'r i :k904'2trt

.,^ Austin American Matesman
!?. ^1_"^ Q

-HOPPING
tft)?41E ^iT1kt}!fS]AYG I'^1F^tiC^4.'f'1t^^S &i^'^1'NE"^ h tiF^IZYS 1If'E&ARTS t.NM7{}TV L'1T)FX3

LATEST HEADUNES `

W.'Jt;fc I M£'x:"`.*

Why drop in water use could cost Austin customers Rgr. ,,r A A A
more
psssSsG' w iT 0M MGMY FOt 24 :O 14

8x ;.n..-.. :'+ u arrd t^la=tt trr t^ -14rceraca3n Statesman Staff

.#t^ttin cafficials sa^^ residents ha^^e done ^xxr.h a ^i job Gonserwittg

water that the city.. facts at7artundrum- People aten t huying enough

water to keep the delivery svqem in the lslacl,.

The Ausiin Water Utility took a 3iti million hit in water -ales for the first

few months taf this fiscal year, on top of the $27 million kiss it logged last

tirsar. ('cirrec.rtng that -^hnrtf:sll ct+uld require nL-sY. higher =xirxsught rate-,-

that raise more tnorteN even a-, PeOpIt' use less ;kAtCL according to die

city

neviUrili! ►^ c^ctiivr^ toll the .^,tnerican;tilatestnan they :rre discussing

rate structures t tt:rt could be Errtst,ise3 this summeT- one idea is Tate-;

that rise at the Likes that supply nrut.tn s ivater shriVei. a conct t similar

to one M s ai3optt.^c1 x.*ked whether the rate Uarrea%r ursuld be

double-t!l8►ts, water utility director t;regMeszart>~s dtdn t rule the

possibility out To balance ttti N K", the water utility also na:r} deepen

internal M^

In a sesvse. Austin has been a s-ttnt of Its own sttcces:c Attstintre* have

t',een redtt+1tt8 their water trtrrosutrtption nwttici ► means tfre cir% has

collected test mcsre} from them _ which is leading ctt^ OfficraLs trr

!ea ude ratrs must rise to bring in the mne), necessary to hind the

fitp cent of costs that nr ftiry e'xec.lttiti es sav are -fixed: such as debt

^ ents 7nd same Liluipment maintenance

,For a ni5taitner it can be cuunteritttuitiVe" that water cotismWiCIP

causes higher rates. ;t4fflarcn sat+i. But as we reduce water demand we

of it

in this Smtivn
'."t>'ara s w^:?s ^ct °^•r«9r_a ^,r,n^ts t::ke=. rFxY 'sC^!»'{

iexa= ^+`_j= cxrnaP*-,tnrr t^a!urv^%au: vs Per?v

S`J^S''"J8'fft:Bi Q7t".

TrMNWywoe :3*attrs!j,= of, g}73eldirmj tat

r i ta; ^ necY

SttMV G,.r's Fe..e`+f nc!'i'ne irE Ex;'9s<Cirt?•;. '-

tex;y^

r1F rciti ^'r[L c.'t t0t^ asreJ.r9{se C 7w,,' t'eeflkts 10
*^:^a}

^srr ^r wr,ttin;w4 Y t^^y^ ^; rt; c arVt

4Se.
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