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IMPROVEMENT DISTRICT--Nn.
RESPONSE TO CITY OF AUSTIN'S ,.

SECOND REOUEST FOR PRODUCTION OF DOCUMENTS . ,^

'S

TO: City of Austin, by and through its attorneys of record, Stephen P. Webb and Gwendolyn
Hill Webb, Webb & Webb, 712 Southwest Tower, 211 East 7th Street, Austin, Texas 78701.

COMES NOW, Travis County Water Control and Improvement District No. 10 ("Travis
WCID," "Petitioner" or "District"), in the above-styled and numbered cause, and serves this, its
Response to the City of Austin's Second Request for Production of Documents.

S?^



Respectfully submitted,

By:

Randall B. Wilburn, Attorney at Law
State Bar No. 24033342
3000 South IH 35, Suite 150
Austin, Texas 78704
Telephone: (512) 535-1661
Fax: (512) 535-1678

John Carlton
State Bar No. 03817600
The Carlton Law Firm, P.L.L.C.
2705 Bee Cave Road, Suite 200
Austin, Texas 78746
Telephone: (512) 614-0901
Fax: (512) 900-2855

JOHN J. CARLTON

COUNSEL FOR PETITIONER

CERTIFICATE OF SERVICE

I certify that I served a true and correct copy of the foregoing document on all parties of
record in this proceeding on this 19'h day of November, 2014 via hand delivery, facsimile,

electronic mail, overnight mail, U.S. mail and/or certified mail.

JOHN J. CARLTON



PRODUCTION REQUESTS

The following requests pertain to the written prefiled testimony of Thomas Arndt for Travis

County Water Control and Improvement District No. 10.

11. Please provide any and all documents that Thomas Arndt reviewed and upon which he
relied to calculate the maximum day peak factor of 1.53 psi that is used at page 10 of 13 of his
prefiled testimony.

Response: Responsive documents will be produced.

12. Please provide any and all documents that Thomas Arndt reviewed and upon which he
relied to conclude that Water Treatment Plant No. 4 will not be useful to WCID 10.

Response: Responsive documents will be produced.

13. Please provide any and all documents that Thomas Arndt reviewed and that form the
bases for his testimony that the decommissioned Green Water Treatment Plant could have been
used to make up any treatment shortfall of the Davis Plant during repairs.

Response: Responsive documents will be produced.

14. Please provide any and all documents that Thomas Arndt reviewed and that form the
bases for his conclusion that "...industry standard project management techniques could be used
to make repairs, not the construction of new water plant that is not used or useful to the City's

ratepayers."

Response: Responsive documents will be produced.

15. Please provide any and all documents that Thomas Arndt reviewed and that formed the
bases for his conclusion that "...even if the City takes down the Davis plant completely, it should
have no bearing on the water supply to WCID10, as the District receives all of its water from
another plant, the Uhlrich Water Treatment Plant."

Response: Responsive documents will be produced.

16. Please provide any and all documents that Thomas Arndt reviewed and that form the
bases for his statement: "A catastrophic failure of the entire Ulrich Plant is unlikely, a hazardous
spill or hurricane causing water quality issues has the same likelihood on Lake Travis as on Lake
Austin,"

Response: After a diligent search, no items were identified that are responsive to the
request.

17. Please provide all documents that Thomas Arndt reviewed and that form the bases for his
statement that the City does not provide the State minimum pressure to the Red Bud Pump
Station at times, and that the issue was brought to the attention of the City in 2012.



Response: Responsive documents will be produced.

18. Please provide all statements, letters, briefs, or reports made by WCID10 representatives,
individuals, or company's representing or working on behalf of the interests or positions of
WCID10 about the need for or feasibility of Water Treatment Plant No. 4.

Objection: Travis WCID objects to this request because the request could include documents
protected by attorney work product or attorney-client privileges;

Response: Notwithstanding and without waiving the objections noted above, responsive
documents will be produced.
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TRAVIS COUNTY WC&ID NO. 10

WATER LOSS CHART

October 2013

TOTAL FROM CITY OF AUSTIN: 77,921,000

TOTAL CUSTOMER USAGE, 73.256.200

Difference. (4,664,800)

Total Flushing: 20,700

Total Unaccounted For: (3,696,800)

PERCENTAGE TOTAL (GAIN) LOSS: -4.74"/a

MONTH BILLED BY C.O.A. PUMPED SOLD OTHER WATER LOST ADJ LOSS%

Oct-12 76,947,000 71,586,000 65,678,300 1,014,900 (4,975,400) (65,600) -6.93%

Nov-12 70,479,000 66,011,000 59,242,900 1,302,000 (5,545,500) (79,400) -8.40°10

Dec-12 74,486,000 68,946,000 62,777,800 1,400,000 (5,177,900) (409,700) -7.51%

Jan-13 58,879,000 62,846,000 52,224,200 994,500 (9,731,400) (104,100) -15.48"10

Feb-13 48,867,000 43,526,000 38,489,700 1,162,500 (4,061,200) (187,400) -9.33%

Mar-13 50,418,000 49,580,000 43,022,600 796,000 (6,044,100) (282,700) -12.19%

Apr-13 58,914,000 57,605,000 54,076,400 790,000 (2,877,400) (138,800) -5.00%

May-13 57,614,000 64,736,000 54,281,000 876,000 (9,795,200) (216,200) -15.13"Ja

Jun-13 68,419,000 65,758,000 59,919,600 1,067,200 (4,944,700) (173,500) -7.52%

Jul-13 78,012,000 90,365,000 79,341,700 1,113,500 (9,928,700) (18,900) -10.99%

Aug-13 100,362,000 91,569,000 81,514,300 1,481,550 (8,723,650) (150,500) -9.53%

Sep-13 106 952,000 109,667,000 99,470,500 1,406,100 (8,815,700) (25,300) -8.04%

Oct-13 80,367,000 77,921,000 73,256,200 912,700 (3,696,800) 55,300 -4.74%

Totals: 1,608,737,000 1,426,532,200 24,649,300 (160,286,900) (2,714,400) -10.41'l0

Aug-13 100,362,000 91,569,000 81,514,300 1,481,550 (8,723,650) ( 150,500) -9.53%

Sep-13 106,952,000 109,667,000 99,470,500 1,406,100 (8,815,700) (25,300) -8.04%

Oct-13 80,367,000 77,921,000 73,256,200 912,700 (3,696,800) 55,300 -4.74"k

Totals: 279,157,000 254,241,000 3,800,350 (21,236,150) (120,500) -7.61%
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RESPONSE TO REQUEST NO. 12



yu:sttan° v+vast coming debate on w atgrrate-, .z+n tix an% -,tttt's-szrwn ion }tttF cr a ti%.rm ,,tatestnan ccrn2 neti•-^ rtr% b Arptnutin 4rte;nuua.-a+. 4,4-.

14kAtetp{ras Clssifl+dt Butrscrlbr. HtNp

®^^ '̂11 Thttrsdai. Itrrtt ;. 21 A t zsraeesm®n ^z^

^t

H 'O L'' :^ustin {',^.,."lmtrican-;. Tatiesman

H{}1fl= >i£t'ItCI A STAT'E: 1?1'l' 'FsF1G.aTtt7N-5 8G.Si'Y7:,Ce SPORTS LlFF &Aitl'ti OPINION 1IDEO
. ^.^^.^..^^.

+ t,ATFST+^tEAqltNFS -

11 {S 1) \I I ! f'v tt 1Tt k >?e,,,, text A rl A

Questions await coming debate on water rates
PrxSiad 'V4 rm TueS95r Mw-n4 2T11 A

By wdaion3t 80erq

our r"XNL4e to List weeks :4tnZt9t:Sn1 :!it:S[CSfluatl'Stsi'} (hat A1L4tti15

sauctssit31 tti:rtet crurk rvattc.xr efforts might force the crt}'6'Ua1rr trrtltrn

w Stt:xttficattcf}• raise rates Raa similar inyaers- 5houlJn ivr^ he sa% trig

mcme} tt we rr Uitng less watrr

^ is the istruesmut`s Vcher Price and Marty lirrhrt r>: , r cr-^ ,1u,-nn

t1 attr Ls losing reti^nue hciau+t its cnctnnuu.r:s am using less water The

rert.arue Jec:line - iZ? tttilllrnr b^elrnv hruwt ^srcnt^+ttr^ns in .2i)13 and Sttt

mitTirwt beEow r+tn}rrnrrrt^ in the firt;t yuarter ttf thts iisial ^^e:n. ckhtcti

tx^an c k-t t- cvtT3c-^>. A.1e_1tc the ^ihttnf[ of mat" K»-^^r The just L'=

Veit"

The ttttt>t ti is nzwktng rttit a ratc"tarmasc piofx-ri to prt-sew to the f; tr

t_ntutci I tht. 5pnng. The Iicxrr ruttttv's drrevtta i;; ee tite^r[e. ttdc!

Prace.:nJ Trnthe► thatrat cs u lwe tra rise Ewdrnti-Ae digits Yhk

was stUTln t itg ttfKti ti

SONATA

OFF O%1 7 R

In this Sec-don
^ . vr :.k. .1t k""7Pr ^ ek^1P` 1:k ^-_'rvf^' ?Ft"1i^^y

-^.a .;,<r-. ..» ^ i^..̂ , rr.^ ^,^^ ^^-;_° „y ^x•.ry
r,,r; {.,i

. . ., ,--. .vdt-t.39[^'.a^.r :vr w^as.'9 s •isx Irrt'p,=5

!►Li4tt17 Ti'.'SkjPttLi are 3T> 11P CfHtItYtCtil *kdfP)r taking [Cttt.StYtatki17 e^ i r cY rr^- t; ,^5 ^n tt r: ,. •„t,P _ - . . ,

sertctu.ti!} .3t.tstrrs's stttgkec3,iy water use peaked in A,ttguat20tt :tt 240.3

million 9:t:llnegs, and 9 6^s c4ecfinitg c%vr snue yleatrwhilc. kusun's
^^;"rt 63^n t^:en.s 4rd?,te',^I,,,-t=. ^,^^s•rt;,c^-""„

population tsa.s grcnwtt hti 2Ef3perc•etTt. from .rtrcnrt 670.1-N1Ct run%ick-tttStn

2.t.911 to t^41CXtt1 tr>i3a} To put it rniM}ter wa}_a; Pru.'e and Taotse}

reported Ivr•perumwater ttceits 2(X)ham-aged iw(tpitlarzs.i,.G0 last
vE

hay-, riaiMI perperie..^tt use was t3F pflrms
f1j'u'Q OEr,eri. I,*r;-.,7

i ttis s^ t rrtucuts hefit fi1^tr tr, he crtc`c^tuaeetl :ntci f^terixl 5cc t^ur
-t^!'

readers h.rvt: told ur, in It-ttcrs and online rntttmeno- they feel is tttough :AV ,-r

t„r r, cs 5 2014 ?-Wl PM

P-TC00105
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htjrN'w\4 n045t.tti'itf'Ea.tl L^t,7rn t12"\k 5. nf\6i, (1('ttdlt{in• t^Ul'3ttr7n

tUCatt45t9^ atlatt Con1inL dettate on VYattT rate-, , 5y'4tN myst.-'nlan c6ns

tt►eE-.tre being punished inr -%'tng \%-.tier

The uttl►tt 'av=s it nndc'tstandi; ttw' readers rcsfn,tt.w- No ,msweaN that

eter5firxh' keep, usirg water ewiv as they use less .t tt, and there air

tz ^is assiacrateti with PLtttty; aater to A\Vr4 t-ust+?mer'Ttte tt103tv savv^'

mlutt_h on lusmptttgamt tr,eatmtern Cosl^ when arstomers 11%r its=

water, hut uther trm.s in the uttiitv`. tttttlget watet :trtd seaxr tttte

rqutt3, eyirtl+ment tnainten:utue' and +kbt par'met ►ts - are fixed

Which brings u.K tu Water Treatment fAattt hct_ 4, the ronrnnerstat. :^utt

tmtU{m factlmhcnng httilr near KNf 620 and kM "t'>:.̂tn'sluttrw^r,t

lustin some a+/ttxTnettts Irl The plant saw it Vtlii-}`uu 'sn nttsmettt in Pmt

and TottheN s report (:rhlca oi the plant had jrgue0 do wnst-att-t

could makr Rater Treatment Plant %u 4 1m1*CcWr,,°-.t1 iv-,A trestn►ent

plant €vermua4tv would he nec'ded, ttte%- said. but it ot}ukt he smatlrr and

built years In)m now after the uriltt% 15tst Bxused on reptat7ng leak%

pipes and rnccntraprctevett mnre citnsereatutit

t'sattcs said Water i rc atmmt Plant Na 4 would result in u rate mtrk.asc

suE«srantfa?Is larger than city ntFictatls were w1^t^ ^v7xtt^4 be n"r-r,nan

The tiase our 5prtttptttStance. !nr r`3mpbe. put out , t^- e,+:T' tn }t>fle.

^t rttt frsrccaAmgtltat residential Water .tat-Fs could nearly double h)

20i4 to Q^ fir thQ ueu water treaftnent plant

4uiVcw1er' Of the 0ani \sc tvcrr attu}tt#t tfir m 3aiici the plant \\,t,

tnti^ed aa etuwe :t raltidlf ^^n#► ^^n h^ ^t adequate frtturr

ac-atQt ;UMh- lt:erc perhaps. waseXrittnkiCreaffnent caisant\ trlr

another t4vtqtk of tirc':cciEs, but it was better to o inmkl a neYk piant rn ►w

while cox4rtu-str3n casts were relattveh low rather than wait

Wtg, tt vtas arguevi building :z tti-w plant nm+ could stai1. nil crtg.

.hisutd one o of the CITY I twa e_ctsting 111anta, built 3n 19^-;4 and 1%^^

aec-tic"j trI he sttut shm-Tr €ix 1'-Jvhw tuialf" Ona- I rlxs;tNuna. Lite nrH

uratment ^t ttn ^r++tki 1i3cm \usnn Water tit nr:cke lite-extenctmg,

► t{gradc-, to Its older 1tl3tus

t1e ttatTbevn rottsmt?nt yulrpartm Of the cn14 +tott-sx-rixattrwt eff-ts,

and tut a eta►pte if occasam-^ have t.
'rtuwtK3 i-1t4 Iti13rteis inr nar g°cank

6r entaut;,h ++t' Eavor rnaktngrhe LiEi ^ iaw^s vvatent^ restricr^cens

t,ermartrnt. for example But we attd others tltdn't think conservation

tilrinn2tete would lie enough In meet die cit±'s iuture .vatet neeets

it is pointless to rratgtAe `.ter Ttearntent Plant %cr. 4 The plant is biewng

bttttt and remains un track- to begtn oPerattu} this year

There is ttsertt, ttcetwv\er. in (!t{+il u°mg quu,-d" 'Its Sttm ►uttihng tx►N the

Plan was said to the public- We also tinct merit in asks ins 1111W utilirw

"jAei s acceatnt Inc s-m, T en arms
officials laik.'c3 to properly and ;uijL

effer:t on demand And a tiev question to Wt an,und a-wr 1>nn tc+

6f -201 A ;,I )(I FM

P-TC00106
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tuestum,.mayr curncnk Jzl+itc in w;aterratcti twµ.c tn, .aat-c5tncm in hrtt+.cu.. ne^swtevnan crxni ne+vs.rwe.+sartntcws questions, a.tan-

.fetmte a rate inb•reise c.{_ what happrtis ikiien The t.tulits, raoe+ tr ratcs^

Frtr one, ^^ splc will use less w.uea.As we now are tiilll^ axare. u hers

people usr !cs& R:itet the uri}tta'ti hotttrm 1ir^ ^s1Fer^;utt1 the utilltr 1a,

tD raise reic& x was, h.•„ tci he tio3ttd ta msawge rhss kpital toward rrtc-ire

hur,iYnstene tales.

We will be asking thrse and other questiurzs a, <wsrsn Water mo%vs

trrwartt a rate-irt.-rease proposal arid the t'.kt } C:oirrwtl haVuzs dcikittng it

The answer--. -Ail) he needed a.+ we plan turttte regions etYmcxnir and

water future

He sure it) read `ITntrsAl.-t s'riewputttts tor otrr . low tin 1`uesu#,ar s hx^A-t

and gatecF-idc primary rircxtrt+ restdts or rtad us online at

tiM1l`t^StdtEsStic^r9,C:tlin.

PREV*US-- NEWS

tat3° of Austin in talks to "Grev Iodt Go...

&s>veK+r -130m1"' AW

NEXT CRIME & tAW

Police looking for cafe robber in North Att...
BV arie L+Iw-p - Nsrerr,ss-5W* suer+ SUIT

Pol)ular an tv°ystatc^s>na'j Crr.s

r' tAf rJES at 4 ;'U`,` i• 't 'c "i* U. 3C r`a^i^.i+

- -^ , ^+-'._ ^ •-Ur 1 . • krn-,t 5. ". ^x• ^.hi. r. ,^^a! i ccr. ,k' ...

._,^. : x;s5 .rrc., a^:z5^^^, . a. rt•, s4cC ^ -a ",,: r. ` Cu:.,w=r 3ur5a^..

^dtaw EE7"-A frie S^' = if 0 " . :1 --2. Cu7Q

4 ',t^.rs 0.r s ^f1 a' : 'c7;a-=s e

AIl Comtttaenis (3) Post a COrntnent

Gommenqsl 1-3 of 3

Claire-Standish Report

Perna;* the City sttiaukt start g+vrng hefty rebates to those proud Austin homeowners Who install a

property-wide automatic spnnkter system to keep their lawn tuft of thirsty w-intfigurous St Augustine grass

beautifut arsd greg[s a.q suontner kmg.

' '' C T 1!?s. X ;u.iA

cnfF 6 5.24114 , :tXt PM
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p. 1 l It'r `^tr r

drop in water 141e could f,^SQ Austin LtittUflttr5 t7}ca*F
MS c j1ltp

__... -,.

Subscribe HNp
NHIAt^^^ C^ttssl^{stis _ __ . - _ _

^ rttti
to ^^st8tesnat, cc-

Q^ "̂^1 17utrala^ June ^..
Ha kl-%C&1 var i

Qi.r^W Austin American-$,tatesman,1-.4 t_ -:

^ ^^cy^rNc
4tCk^AE ^ fkt^tc^T^'L I^AF-ST(GA'F10IkS Bt^i 'kUS'+ STClRf^ tlFf ^^Rl t)f^71"t'^ 31[1Etr

.,

. t nTEV^ _

Why drop in water use could cost Austin customers iRa5ae;^^ A A

more
Fc,,ad V , MW,40y Fs^ 24 2014

BY isre: r•.s aeA tr4nr, i r r t. ^- MRerican-Sta9E5 ft^'+ STS4t

Austin nftiiais sa^ r"denv, have done curh a ttcxxi lob cnlLtievusg

water ttt.tt the cttN (at-,5 a amundrum- People arrn t humb enrw01

stater to t*^ the detTVeT^ _"Pm In the bta4-k

The AtMin Water ltrtht"i took a Stta mH4tc1r trit [n u--ter sales t01 the t'ma

few nuint3ss r,f thtz fiscal year in t0j) of the 427 million kiss it hgWei last

rear Carrectmg thar _rhnrtf;dt could require ti ew. tugher rfnrugttt rattK

that raise more m xtc'rr etiena» tvo€!k' use lvs' ^ster. acc^ rding to the

c.tse

tiril ktv extcttiivr's (otd 11 le An tt r{can ,^,tatesma tt thr+ are eisx-e:sstiig nr)+

ra[e structnres that L^.rr.tttl be prorxKed this summer- Our idea is rates:

that tfse as the lakes that sut.epiv ,+iu.strn s water sht'Wet. a can:rt t-tinrt3:it

ta one fta ac adopi^l tsf;rtsS whether rhe tate sni r.^r H i,ultt tx
-- ----------------

dotthi-ittgtts, water utility Lbrect+n Greg Aieszarcos dtdnt rule the

ro(&snbibt^ nttr To balance tt, Nrr{i<s. the water utt9utv al-so mar deepen

internal cuis

in a scn^, AustFn has been a Wtan or its Om suCV_cw :ULqinttz w have

been reducing their water c•catcs-sunprioti . IN told' me:tns tbe City has
to,collected less mrxiet from them - which is leafing atl, officials

`zct̂trrhtde razes mt:d roc tcr hnngtn the money necce'*saryto hind the

i'O*Y.estt of casts tlt]t uttfitv executives s^ art "hx*^^ such ^^ t

ents and sntrte eqniFmie.tu tttatntenan"

_Fora tZaatrnmer 3t can he c.autt.ertnnutiNe that >16-ater criftsmanan

causes higher rascs^ 4le^zan:^: sat.i -But a5 we reduce +^ att: dcrttand we

of s

In this Section
F`.rtS °"^F` ar d ,^^:.+r;Yy

ct r^m

!L'A3E :913'^ 4TfY^f'^+^1 ^E^3'q!T° :!'51.^. ^.. ^^IT^'

[^47E•1'^%^G'l.^

',: tC=:i1+J got -!2 _̂4S3f.1^11- tf• SC1i31rj1r37ai rn,,;..ry

+-:.,=n^^ ^e^

^'•c:ty ^•::rr^ 35 PF':...z`t

te.a^

JJ^4C t.•A^,»'•' i''"^'t;^c'.5 tr r{r^x4e 1K1 yzbftini.^:c

^3tg mt

:c5^trr-r.y c.r.nfrnt.e^ n It::.YS Cz.;.ilits- 4,E , B:ifJF

C 3&8

f,.:5-20t4 2.53 PM
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hi artIp in water uw cusit:i .c,-t At,y[in rttMt,mrts tnnrr twtisw^ °a_ - kt^ tk

rnluce reVenue. and a to it If ttr c^^ tiat tkuT c^perauntt t^ni t he ^at.

NeVe jt19 not ittttdt ak ahmsrh V7 nttlHtit# it, 1t'^_W vtar after te;tr'

1"h++stzttittam tnfi' mtunt; Lattuelv fantilsar after all wsttn ha, beetk

aea.il9^ ree;frt^ r.tt^fvr mttre than a dec.I^r tt ^^+rtf trt tja^

mvc'stmrans. Rti lt asa S400 trnlkhtti. frderall}' inxidAed upgrade -of dirt,

iewer sYwm it tsnr,[ unittue ta Austtn either du tx acrr&3Te_xa.s have

ayz„nt sutIqarltiallv as the drtat;€ttr t(Ulk hold

UtvQne who h:r< looked at Lake Travis 1.ltetv sw;v a}acavrrtul argttrtient
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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

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

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

consumptron.

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

use less water, AWU won't generate enough revenue to pay for Water Treatment Plant 4 (WTP4), not to

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

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

in the book and movie, "The Perfect Storm," a fishing boat captain (played on the big screen by George

C3ooney) 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, AWU has recommended that

the City Council charge ahead with WTP4 - costing ratepayers $1.2 billion over the life of the project -

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

during a recession and the City has aftematives to this expensive boondoggle,

Just last month AWU officials informed the City Council of an expected $43.2 million revenue shortfa!l 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 t04.

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

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

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

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

residential rate impacts.

Investment in WTP4 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 fobs - by repairing mass3ve 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 out

economy-
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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-setvice study, then tell residential rate payers exactly

what their overall rate hikes will be through 2025.

• 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 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 Bird Lake

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

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

goals

• Pnonzixe 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 Utility in a time of fiscal 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 109G and AWU expects to take in $43.2 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 residential ratepayers into a hurncane of future water rate

hikes-

Austin homeowners already face €arge, projected rate hikes to pay for Water Treatment Plant 94, and if

this "Perfect Storm' cont+nues, they will be much larger than anyone has so far admitted- In 2009, the

City of Austin began a series of multi-year water rate hikes aimed 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 turmeis under the Baicones Canyonlands Preserve AWU has suggested raising rates

continuously over six years beginning with a 10.15b residential rate increase approved and implemented

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

residentral ratepayers, and they certainty don't take into account AWU's new revenue reality in the

short-to-medium term. it 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 Gnerous

For residential consumersr 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 10.1%

boost in single-family residential water rates

The disparate impact on homeowners results from a city-sponsored cost of service study' which placed

Austin an a mufti year path toward shifting rate burdens from commercial and wholesale customers to

residential users. A1AfU 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 increases for all classes suggested

by AWU recently to the Budget Subcommittee of Austin's Water-Wastewater Commission5,

The Perfed Storm Setting priorities at the Austin Water Utility in a time of fiscot crisis, June 9. 2010
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Table 1: Projected Combined Water Rate Hikes (2010- 2015)

2010 2011 ^ 2012 2013 ^ 2014 1 2015 Total

water ^m5.7Q% 6.8^ 5,SD76 6,60% 5.70% I 2.50% 34.19%

Wastewater ^ 3.30% 2% t 3509b 4.30f5 31044, 2.50% 20:20%

^omWned 450% 4.5446 4-50% 5.ra096 4.5095 2.50% 28.96%

on its face, that results in a 281696 overall increase. However, residential ratepayers took the brunt of

the hit in the first year, seeing their water rates increase by 10.1%, not 5.796. So residential water rates

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

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

same rate as in fast 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 period

Table 2: Residential Rate Hikes Including Cost of Service Adjustment (2030 - 2(315}

^ 2010

Residential

Water 10-1096

72011 . 2012 i 2013 2014 2015 1 Total

12.05% 9.7596 11-699€ 10.10% 4.43% 73,829f,

So between overall rate hikes and the shift 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-service reaiiocations.

AWU Revenue Models Flawed, Over-Optimistic

Na 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 case.

The bonded indebtedness to pay for water Treatment Plant 4 and other RW U projects is secured by

revenues from AWU water safes,` which are the only available revenue source to pay off the debt If

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

mandamus,'or bond houses might lower the ratings on City of Austin debt- Houston this year increased

their combined 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 at the Austin Water Utility in a time ctf fiscatl crisis,lune 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 utittty. This year that shortfall is expected to exceed $100 million `°

Austin could easily find itself in the same situation. AWU's assumptions 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 assumptions. AWU's projected $43.2 million

5hortfall demonstrates what happens when conservation combines with higher rainfall levels, a

development that took AWU budget offrctats by surprise-

AM'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 [recent] drought" but that didn't happen He concluded that 'Aggressive

conservation pricing models can eliminate windfall opportunities " ;"

So if AWU'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 out? If current, lower usage ►evets

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

significantly reduce the total amount of water sold water-demand projections presented to the City

Council in 2009 showing the need for WTP4 assumed Austrmtes would use 162 gallons per capita per

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

reduce water use to 140 gpcp by 2020EL, 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 dec#ining, from a high of 10,258 gallons per month in 1999-2000 to 6.287 gallons

in the 2008-2009 Fiscal Year "

Overestimating Water Sales

These trends create a dilemma if WTP4 is constructed. if water use doesn't increase steadily, then even

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

to cover WTP4-refated debt, which will cost ratepayers $1.2 billion including interest AWU's proiected

shortfall in the current fiscal year is 10-2% of projected revenue. The utility has sufficient reserves to

cover that amount for one year", but going forward if the *situation continues, rates must Increase even

higher. In that case, instead of a 74% rate increase by 2015 for homeowners, 936% would be required

Kates could go up even further depending on how badly AWU has overestimated future water use

(and/or underestimated the cost of WTP4).
r`

Using data derived from the bond prospectus associated we WTP4'`', I depicts the increases in

total pumpage AWL! told bondholders will occur to generat #f' revenue to pay its debt-
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Chart L Projected Total AWU Pumpage: 2009 - 201$

^^^-^^
,---^

.. 7100Cd -

?^c^ 2YIt] 'r}11 2D12 2013 2Q14 '0I5 2n1 ? ?Ci1a:

These pro)ections certainly don't jibe with a $43 2 million dip in 2010 water sales, but the trend also

seems unrealistic 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 ►ecent experrience, even during a period marked by

dramatic economic and population growth, depicted in Chart 2:

Chart 2. Total AWU Annual Pumpage: 1999 - 2a?8
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AWU has consistently overestimated Austinites' water use to project demand for water treatment

facilities that never materialized, In 2002, when the Austin City Council first authorized hiring Carollo
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Engineering for the LN?P4 project, AWU staff estimated that Austin's peak summer water use would

reach 281 million gallons per day (mgd) by 2009.1; That turned out to be a dramatic overestimate Chart

3 shows the actual peak use over this period :

Chart 3. Actual Peak Water Use Per Day 1W,4- ?.AOg

? Rtl
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Even so, similar to its overall pumpage projections, AWU 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 real -world events

These exceedingly optimistic "forward looking statements" assume current revenue shortfalls are an

anomaly and future water sales will increase at steady, predictable rates. However, AWU's long term

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

Bottom line: Several situations could conceivably cause water rates to rise much higher than AWU

officials have so far proiected, 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 AWU optimistically projected, the utility must either

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

mifiion'$J 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 in 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 , lower water use through

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

even more strongly

Any average Austinete 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 2010 water revenues stems primarily from three sources, according

to AWU: 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 Austin'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 "windfalls" the utility previously expected during permdS 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 Utility in a time of fiscal crasrs, June 9, 2010
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Misplaced Priorities: Fix Leaky Pipes Instead of Building New Intake

In the meantime, AWU continues to put off critical maintenance on older water lines 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 facifities until it could afford to pay for

maintenance on the ones it already has'y, but AWU has not yet learned that basic lesson of fiscal

prudence in lean economic times.

Some have argued for WTP4 based on the jobs created through a large, debt-financed public works

project AWU Director Greg Mesraros even said he considered WTP4 a"kocal stimulus" project that

would create thousands of short-term aabs", though in this case ratepayers, not the [lbama

Administration, will pick up the tab. But if Austin wants to create jobs through AWU, it's focused on the

wrong project

^'Y fAccording to the City Auditor, AWU lost 4_85 million gallons of water per day in 2007 through leaky

pipes which have never been frxed.j° That"s 3.5 billion gallons of water per year the City ;ust allows to

seep into the ground. It makes little sense to build 50 mgd in new capacity while jetting neariy 10 mgd

leak out of the system every day

'V&s{aondmg last summer to questions submitted by Counctlmember Bill Spetman, AW U revealed that

out of 3,600 miles of pipe that it operates, 900 mites are deteriorated and there are 250 miles of "highly

rated" pipe where the majoro of leaks are Eocated. uring a cold snap cn a

breaks.''
Austin Chrorn e, e o d cast-ircrn sectruns o ern accounted for 91% of water main

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

prpe, a task which would cost $330 million, city staff told Councilmember Spelman. That's a significant

amount which would require a nine-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 iust S81.8 mill on fixing leaks over the next five years, AWU told Spetman, by which

trmc: even 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 declining 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 mtdcourse correction and a return to safe harbor

The Petfect Storm^ Setting priorities at the Austin Water tldtify 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 AWU"s

mounting fiscal crisis and misplaced prioritiQs:

• 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 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 Bird Lake-

Continue to implement water cor.servati-on, including aggress+ve, summertime tawn watering

restrictions, to limit peak-day water use and achieve recently adopted citv-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 priontres of the Austin Water Utility in a time of fiscal crisis, June 9, 2010
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Appendix: The following data assauated 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)

20^J955.385 ;

2010 56,289

12(011 57,270

2012 58,301

2013 59,350^-^

2014 60,155 1

2015 61,242

= 2016 62,349

2017 63.477

2018 64.624

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

1999 46,4Z2

2000 52,194

2001 50,140

2002 ( 50.883 $

2003 51,111

2004 48;469

2005 5i,3)4

20T16 56,603

2007 45,868W

2008 ( 53,t166

Data for Chart 3^ Historial Annual Peak Day Use (in millions of gallons per day)

1999 216

2000 227

2001. 243

200 14 ^;

2003 232
^.,

2DO4 197

2005 247

2U06Z17

2007 180"

2008 227

12009 229
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Data for Chart 4: Projected Peak Use (in million of gallons per day)

Note: T h* documented was edited June 10 to correct non substantive typographical and editing ernors.

ENONCYTfS:

Also Unt,ke the federai stimulus, Austin ratepayers will see immediate rate increases to pay for it while debt

accrued in Washington can be put off until future generations

:. 2009-2a1a PROPOSED BUDGET RESPONSE TO REQUEST FOR INCCSRMATiryN," Respo-^-se to City Eo+4ncifinernber

Cnn, Ri3ey, Request u30, September 9. 2009

Study Report Austin Water Utility Cast of Setv,cc Rate Study 2008. Red Oak Consulting

Backup mattnai for Water- Wastewater mmmrssroners provided to the author by city staff from the June 3

mee"ing of the, Budget Subcommittee

tt3ad

All projections are within the 5--7 year period during which AWU says it will shift its cost-of-service allocation..

Utility bills likely to rncrease," City and County Beat 8tog, Austin American Statesman, April 38. 2010.

Bond Prospeuus: 'Official Statement,' Dated November 5, 20t34, p JA
water-sewer rates to climb 38% over neKt three years.- Houston Chronicle, April 22, 2010
.US Urban RQSidertts Cut Water Usage, Utilities ►ire Forced to Raise Prices.' Circle of Blue WatwNews, April 19,

2010-
TI Spreadsheet obtained under the Public information Act from the Austm Water Utility by Bill Bunch, October

2009,

The Perfect Storm: Se#lfrrg prinrities at the Aushn water utility in a time offiscoJ crisis, June 9, 2010
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'Austin City Council Agenda Rem 35, May 13, 2010 The "Ftsc2V Memo" accompanying the agenda Rtem stated the

trnant4a9 impact to the Austin Water Utility is 'unknown' beyond the need to hire more conservation personnel,

but the fiscal impact of selling less water ss clear from the 1010 revenue shortfall AWU will receive less revenue

than would otherwise be ant4cipatQd
" Backup matestal for Water-Wastewater commissioners provided to the author by city staff from the June 3

meeting of the Budget Subcommittee. -Historical & Protected Accourrts try Average)'

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

meeting of the Budget Subcommittee-
Assume from the caku6atlon in Table 2 that the amount required to oay oft WTP4 debt and other obligations is

1.7382 times the 200r3 rate, or a 73 82% increase for residenttal ratepayers from pre-WTP4 rates at profected

tevets of use. Now assume water sales continue to underperform compared to AWU project+ons, currently

revenues are at 89.78% of projected amounts if lower water use and sales continue along thet.e tines, to achEeve

the same revenue level will require a rate equal to 1 7738218978, or a 93 6% overall rate increase from 2009 levels

Bond Prospectus. 'Official Sta-tament," Dated November S. 2009, p. 21

Recommendats on for Council Action." Backup material, Austin City CaUnc+i, Agenda Item 32, 4/4101
Really an extra S 28,9o7,454,' according to backup material for Water -Wastewater commissioners provitlEd to

the author by city staff from the June 3 meeting of the Budget Subcommittee

Parks and Ret If you build it," Austin Chronicle, May 28, 2010 Said PARD director Sara Hensley, "'We have to

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

Office of the City Auditor, 'Audit Report Austin Water Utility Water Loss,' April 25, 2009

Memorandum to Couniaitnemher Bill Spelrnan from Assistant City Manager Rudy Garza, "ifesponrt to WTP4

g^ Juty^?, I009e PE. tnLt
Assets; AWU and the ousted Pcpes." Austin Chronicle, January 27, 201U"Groten

_.__.----

The Perfect Storm Setting priorities at the Austin Water Utility in o time of fiscal crisis, June 9, 2010

Page 14

P-TC00126

30



RESPONSE TO REQUEST NO. 13

31



FACTS About Austin's Water Supply and Usage Page 1 of I

SAVE WATER, SAVE MONEY STOP THE BILLION $$$ MISTAKE ON THE LAKE

HOME TAKEACTION ABOUTUS LINKS

You are trors Home

FACTS About Austin's Water Supply and Usage

Did you know that Aushn's water use peaked almosf ten years ago when Austin used a total of 240 3 mlrlion garMns 0. a single day'

15 facts you need to know about where our watar comes from and Sew much we use.

I Austin's water usa peaked 61tn061 tan years ago on August 13 2001 when Auslh residenls ano twslnessas used o ctal of 240 3 muuo.t gwlnns o, a e,ngle d;ay

2 Every summer elnce 2001 our peak day of water use has been lovrer. In the drought Summer W 2009 Ausfln water use peeked e1228 ml9lon gallons {MG) the day

be(ara the on"ey par weak drought was, rosbirAions were to begin In 2010, a relatively wet year, Austin water use peaked at 193 MG on a single day

3 Austin currently has 266 MG per day (MGD) water treatment capacity and 167 MG of storage capacity. Treatment and storage must combine to rest 'pen"

demands on a reliaWO basis

4 In 2007 Austin completed a 67 MOD capacity expansion to Its Ullrtch water treatment plant, for a total of 167 MOD at the Which plant. Austin's Davis' plant can

treat 118 MGO Both plants we segmented, to that parts of the plant may by shut down for maintenance and repair without shutting down Me entire plant

5 The 67 MOD Which expansion was completed at a cost a/ 686 million. Compare to the City's estimated cost of building a 50 MOD "Wa(er 7raatment Plant No.

4" for $508 million (not counting Interest).

6 M 211a Audit qKM rlown the 42 M00 apedity 16rsen" water lpant yenta ahaad of uhadula In ardaeb Inttln way for Tom Lake The plant could

have been refurbished to operate effectively for decades into the fulurrr: doing so would have been far cheaper Man bulltkng a now Punt at a new site for the simple reason

Ihet the Chya water distributions system was built to take Water in at he Green planl site

7 The CRY ralliated a proposal by Congo, 6glqaa8ty. the sansoahprly Ibat ended up with the NfTP4 erqlnearlfq rwnkaa, art wow he" ndeealepad IM

"6Kaa1" plod to a 00 AM fadprM equality Par a OW of ady t172 rrNNbn.

g On hot summer days, when water use peaks, roughly half of the water used In Austin is for outdaor, nomeuenUal ewe and landscape wel tering TealAusfin

water usage in winl9r monms averages between 95 and 115 MGO

9 From 2001 to 2009. Austin added over 200,000 people to Its water service population, yet peak demand dropped slightly

10 Total Austin water use In 2010 wes lower than eny other year since 1867, despite population growth

11 Austin Is not alone: many growing cities In the American wet are seeing water usage decline at rates faster than population growth rates, year after year

12. Across the board, residents and businesses are reducing their water use for 3 simple nasona. in aava money m light of increasing water rates, rAtuiuse affordable

one reliable conservation meesures are readily available (endror are being mandated) and to help proteel their families and Itte anvkOnmem In light of cllmele change and the

healtn tlene8ta of landscaping with native, drought tolerant p19ma that reqWre lass water and no pesticidss, herblcidee or synthetic led1lizers

13 In May 2010 a unanimous Austin City Council approved a policy to reduce Austin's per capita water use to below 140 gallons per capita per day (gpcd) by

2020. This is inan average' yes,- rw1 awel or dry" year Several cities, Including San Antonio are already below this very reasonable usage goal Sea Aui,ur's Initial

'140 GPCO Plan hi-re

14 Factoring in the Council approved 140 gpcd by 2020 goal and projected population growth, Austin will not match Its 2008 total vnter usage untll 2022 or later.

15. All of the City of Austin's water supply comes from the Colorado River, through water rights held by the City of Austin and c5Mreds for moragam (he Highlands

Lakes end water sharing with the Lower Colorado Rlver Authanty Most of Austin's suburbs also get their water Bonn storage In LCftA's Highland Lakes though Buda and Kyle

and other areas on the Austlne southem border gel their water from the Barton Springs segment of the Edwards Aquifer

Gepyeght Q+2014 Save Weter, Save Money Al; Rlghts Referved

http://savewatersavemoney.org/component/content/article/ I -latest/] 5-facts-about-austins-... 11/5/2014
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`The Perfect Storm': Setting priorities at the

Austin Water Utility in a time of fiscal crisis

BY SCOTT HENSON

Executive Summary

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

celebratlon. Saving water saves ratepayer money. it also means lower energy use and lawn-chemical

cnnsumptton.

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

use less water, AWU won't generate enough revenue to pay for Water Treatment Plant 4(WTP4), 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 (played on the big screen by George

Clooney) 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, AWU has recommended that

the City Council charge ahead with WTP4 - costing ratepayers $1.2 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 543.2 million revenue shortfall in

€Y 2010 due to lower than prolected 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, It current reduced water sales levels persest. Austin could be required to nearly double

residential water rates by 2015, mostly to pay for the Water Treatment Plant #4.

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 unpubiicized decision to shift water-rate

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

residential rate impacts,

investment in WTP4 has been touted as Austin's °stimulus" for the local business community, allbeit 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

mblhan 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 Storm= Setting priorities at the Austin Water Utility in a rime of fiscal crrsrs, June 9, 2014
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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 21115

• 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 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 Bird 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 fwng 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 Utility in a time of fiscal 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 1046 and AWU expects to take in $43 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 steenng residential ratepayers into a hurracaiie of future water-rate

hikes-

Austin homeowners already face large, projected rate hikes to pay for Water Treatment Plant 94, and if

this "Perfect Storm" cont+nues, they will be much larger than anyone has so far admitted- In 2009, the

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

project - dubbed the Billion Dollar Mistake on the take by local environmental groups with its massrve,

miles-long tunnels under the Balcones Canyonlands Preserve AWU has suggested raising rates

continuously over six years beginning with a 10.156 residential rate increase approved and implemented

last fall But public discussions of rate hikes have largely foi7eC to consider thedisparote impact an

resedentraP ratepayers, and they certainly don't take into account AWIl's new revenue reality in the

short-to-medium term. If the utility sells less water and has the same debts to pay, they must charge

consumer more per unit of water

Projected Homeowner Water Rate Hikes Already Onerous

For residential consumers, proposeri 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 c 5% overall in the FY 2010 budget, but that

number is deceiving because residential customers took the brunt of the increase, witnessing a 10,1%

boost in single-family residential water rates °

The disparate impact on homeowners results from a city-sponsored cost of service study' which placed

Austin on a 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," meanmg similar adjustments can be projected going

forward.

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

by AWU recently to the Budget Subcommittee of Austin's Water-Wastewater Commrsst4n'

The Perfect Storm. Setting prrorities at the Austin Water utility in a time of(iscal crrsrs, lone 9, 2010
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Table 1: Projected Combined Water Rate Hikes (2010- 2{)15)

2011 01 2412 2013 2414 2415 Total

Water 5,7096 fi_8t^6% 5.50% 6.6496 530% 2.5096 34.1996

Wastewater ^ 3,3496 6 2% 3S49b 4,30% 3-10% 2.50% 2p.2fl9^

trombined 4 54% 1 4;490 45m, 5,549b 4-" 2-50% 28,96%

On its face, that results in a 28.96% overa6l increase. However, residential ratepayers took the brunt of

the hit in the first year, seeing their water rates increase by 10.1%, not 5.74b. So residential water rates

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

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

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

rate increases. How much higher? Assuming the shift in burden continues at the same pace as in 2014°,

here are the projected residential water-rate increases over the same penod-

Tab1e 2: Residential Rate Hikes including Cost of Service Adjustment ( 2010 -?f315)

---- - _ ._ _
( 241101 2411 2412 3413
t -.t.,--

; Residential

Water 14_10°.fi ; 12.05% 9.7596 11-69%

2014 2015 ; Tota1

10.10% 4_43% 1 73.8246

So between overall rate hikes and the shift 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-service 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 case.

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

revenues from AWtI water sales,' which are the only available revenue source to payoff the debt if

water sales don't meet projected 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 combined 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: Set#tng pnorities at the Austin Water Utility in a time v/fiscot 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 ut#lrty. This year that shortfall is expected to exceed $100 million '9

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

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

indefinitely, but this year's revenue decline belies those assumptions. AWtJ'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.

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

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

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

conservation pricing models can eliminate windfall opportunities-" "'

So it AWIJ'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 out? 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

significantly reduce the total amount of water sold. Water-demand projections presented to the City

Council in 2009 showing the need for W7P4 assumed Austrrntes would use 162 gallons per capita per

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

reduce water use to 140 gpcp by 2020'2, 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 declining, from a high of 10,258 gallons per month in 1999-2000 to 6,287 gallons

in the 2008-2009 Fiscal Year °'

Overestimating Water Sales

These trends create a dilemma if WTP4 is constructed. If water use doesn't increase steadily, then even

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

to cover WTP4-related debt, which will cost ratepayers $1.2 billion including interest AWU's projected

shortfall in the current fiscal year is 10.256 of projected revenue. The utility has sufficient reserves to

cover that amount for one year'4, but going forward if the situation continues, rates must increase even

higher in that case, instead of a 74% rate increase by 2015 for homeowners, 93 6% would be required

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

.(and/or underestimated the cost of WFP4).

Using data derived from the bond prospectus associated wi WTP4' I depicts the increases in

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

The Perfect Storm: Setting priatttes at the Austin Water Utility in a time of fiscal crisis, June 9, 2010
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Chart 1. Projected Total AWU Pumpage: 2OQ61- 2a1$
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These projections certainly don't pbe with a $43 2 million dip in 2010 water sales, but the trend also

seems unrealistic 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 experrence, even during a period marked by

dramatic economic and population growth, depicted in Chart 2:

Chart 2. Total AWU Annual PumPage. 1999 - 2008
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AWL! has consistently overestimated Austinites' water use to project demand for water treatment

facilities that never materialized, In 2002. when the Austin City Council first authorized hiring Caro6lo
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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_"That turned out to be a dramatic fnrerestimate. Chart

3 shows the actual peak use over this period:

Chart 3. Actual Peak Water Use Per Day IM- 2009
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Even so, similar to its overall pumpage protections, AWU 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: 2009 - 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 realisttc expectation of real world events

These exceedingly optimistic "forward looking statements" assume current revenue shortfalls are an

anomaly and future water sales will increase at steady, predictable rates. However, AWU's long term

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

Bottom line: Several situations could conceivably cause water rates to rise much higher than AWL1

officials have so lar projected, including successful conservation efforts, more rain, and a real property

glut that has reduced the number of new residential and commercial haokups- By contrast, as AWU's

Mr. Cobern noted, summertime conservation measures - particularly restrictions 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 AWU optimistically projected, the utility must either

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

mdlion'$) 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 wart before launching WTP4 to

perform necessary environmental assessments of the transmission lines,
we money in 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 , lower 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 2010 water revenues stems primarily from three sources, according

to AWU: 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 Austin's economy remains better than rnost, few believe the

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

eliminated opportunities for revenue "windfalls" 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 Perk-et Storm: Setting Priorities at the Austin Water Utility in a rime of fiscal crasrs, June 9, 2010
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Misplaced Priorities: Fix Leaky Pipes Instead of Building New Intake

in the meantime. AWU continues to put off critical maintenance on older water lines 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 has", but AWU has not yet teamed that basic lesson of fiscal

prudence in lean economic times,

Some have argued for WTP4 based on the jobs created through a large, debt-financed public works

project AWU Director Greg Meszaros even said he considered WTP4 a"kocaI stimulus" project that

would create thousands of short-term lobsN, though in this case ratepayers, not the {3bama

Administration, will pick up the tab. 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 2t347 through leaky

pipes which have never been fixed," That's 3.5 billion gallons of water per year the City)ust allows to

seep into the ground. It makes little sense to build 50 mgd in new capacity while letting nearly 10 mgd

leak out of the system every day

'TwWondmg last summer to questions submitted by Councilmember Bill Spelman, AWU revealed that

out of 3,600 miles of pipe that it operates, 400 miles are deteriorated and there are 250 miles of 'highly

rated" pipe where the majority of leaks are Iocated uring a cold snap in a

Austin Cfirorn e, e o d cast-iron sections o em 3ccounted for 91% of water main breaks.?'

No water system Is Ieak-proDf, but the City could start by fixing the 256 miles of identifiably deteriorated

pipe, a task which would cost $330 million, city staff told CounciEmember 5pelman. That's a significant

amount which would require a nine-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 just 581.8 million fixing leaks over the next five years, AWU told Spelman, by which

tnne even 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 declining 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 Utility rrt a time of fiscal crisis, June 9, 2Q10
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Recommendations:

The Save Out Springs Alliance offers these common-sense recommendations in the face of AWU's

mounting fiscal crisis and misplaced priorities:

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

conservation goals and the I008 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 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 Bird Like-
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.
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Appendix: The following data assoctated with the charts n this report was taken from the City of

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

Data for Chart i Projected total annual pumpage fin millions of gallons)

72CIf^9 , 553851

2010 56,289

2011 ^7,27D

2012^58,301^
---^
54 35U2013

^2014 50, 1-55

2015 61,242

2016 62,349

2017

[;4

3,477

2018 .524

Data for Chart 2- Historic Annual Pumpage (in millions Of gatlons)'

1999 46,422

2000 52,194

2001 50,140

20025U.883

2003 51.121

ZlJt}4 ' 4$,459

2005 51,374

2006 56;603

2007 ! 45,868 p

I 2t108 53

Data for Chart 3, Hlstnriat Annual Peak Day Use in millions of gallons per day)

1999 216

2{f00 227

2001
g

243

24U2 214

20D3 232

2004 197

2005 247

2tkD5 217

2i107 180

008 227

0^39F 229
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Data for Chart 4: Protected Peak Use (in million of gallons per day)

Note: This documented was edited June 10 to correct non substantive typographtt:al and editing, errors

ENONOtES:

Also unlike the federal 5tfmulus, Austin ratepayers will see +mmediate rate increases to pay for it while debt

accrued in Washington can be put off until future generat;ons
2Q64-1010 PROPOSED BUDGET RESPONSE TO REQUEST FOR INt:'dRMATirJk," Response to City Ccu..+ncilmerntrer

Cnm RFley. Request #30, arkpttrnber 9. 2009

Study RePoort. Aut-t;n Water Utility Cost of Sefv,cc Rate Study 2008. Red Uak Consulting

Backup material for Water- Wastewater rnrr+nsrssroners Orovsdea to the author by city staff from the tune 3

meeting of the Budget Subcommittee

OtDad
All projections are within the 5-7 year period during which AWU says it will shrtt its cost-of-aerwce allocations.

Utility bills t+tsety to increase,' City and County Beat Slog, Austin American Statesman, Aor+i 28, 2010.

° Bond Prrnpectus, 'Official Statement.' Dated November 5, 2t?[i:9, p 14
Water-sewer rates to climb 30% over next three years,' Houston Chronicle, April 22, 201o.
US Urban Residents Cut Water Usage, Utilities Are Forced to Raise Prices," Circle of Blue t4aterNews. April 14.

2010-
Ii Spreadsheet obtained under the Public information Act from the Austm Water Utility by Bill Bunch. October

Z409.
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'Austin City C:wrx.l Agenda Item 35, May 13. 2013 The 'Fiscal Memo' accompanying the agenda dem stated the

tmantea4 impa:r to the .+.ustin Water Utility is 'unknown' be}rond the need to hire more conservation personnel,

but the f i scal impact of selling less water i5 clear from the 2010 revenue shortfall AWU will receive less revenue

than would otherwise be anticipated

Backup material for Water -W a5tewater commiss ioners prov i ded to the author by city staff from the June 3

meeting of the Budget Subcommlttee. `Hestorisal & Protected Accounts IFY Average^"

1' Bckup matena4 for Water-Wastewater commissioners provided to the author by city staff from the lone 3

meeting of the Budget Subcommsttee-

'` Assume from the cakuBation in Table 2 that the amount required to oav off WTP4 debt and other obligations is

1 7382 times the 2044 rate, or a 73.82% increase for residential ratepayers from pre-WTP4 rates at projected

+evets of use- Now assume water sales continue to underperform compared to AWU projections, currently

revenues are at 89,78Xn of profected amounts if lower water use and sales cont i nue along these lines, to achieve

the same revenue levei will require a rate equal to 1 7382J.8978, or a 93-6% overall rate increase from 2003 levels

Bond Prospectus, 'Official St.-tement,' Dated November 5, 2009, p. 21

"Recommendatron for Council Action," Backup material, Austin City Council, Agenda Item 32, 4j4102
Really an extra S 28,'4i;7;464,° according to backup material for Water -Wastewater commissioners provided to

the author by city staff from the tune 3 meeting of the Budget Subcommittee
Parks and Rec It you build it," Austin Chronicle, May 28, 2010 Said PARd d,rector Sara Hensley, ""We have to

Say we can't build it if we can't maintain it."

Comments recorded in authtsr's notes from a publ i c meeting April 20 at Concordia tkniveissty.

Office of the City Auditor, 'Audit Report Austin Water Utility Water Loss,' April 26, 2009

Memorandum to CouncFirnember Bill Speiman from Assistant City Manager Rudy Garza. "Response to WTP4

£^tG^lg13^ ^ullt 22, 2009.

3' Ffoten Assets AWU and the Busted Pipes,' Austin Chronicle, January 22, 2010
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RESPONSE TO REQUEST NO. 15
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