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TRAVIS COUNTY WATER CONTROL AND IMPROVEMENT DISTRICT;‘NO.’“@’S( ;
RESPONSE TO CITY OF AUSTIN’S ,’L” A o

SECOND REQUEST FOR PRODUCTION OF DOCUMENTS - i':

St

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 71 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.



Respectfully submitted,

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" day of November, 2014 via hand delivery, facsimile,
electronic mail, overnight mail, U.S. mail and/or certified mail.

g

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 WCID10.

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 Armdt 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.
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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: 77,821,000

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%

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%
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%
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%
Jun-13 68,419,000 65,758,000 59,819,600 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%
Totais: 1.608,737,000 1,426,532,200 24,649,300 (160,286,900) (2,714,400) -10.41%
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 77,821,000 73,256,200 912,700 (3.696,800) 55,300 -4.74%
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
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Questions await coming debate on water rates

Fostad " 00 pm Tuescsy Marmn$ 4

By Evorat Boar

Our respanse to Lt woeek's American-Suatesman story at ustin’s
saweessiol water conservation efforts smight force the oy s water unlin
o significanmiv rase raies was simiar w yours Shoulder' we be saving
money if were using loss water?

As the Stuesman's Asher Price st Marty Toohesy jopaoied, Mistin
Water is lsitg revenue becatte BS customuers are using fess warer The
reveriie decline - 527 miflion below budget projechions in 203 and $i0
miillivn below projeconns i the firs yuarter of this fiscal vein. which
began (e 1 - comes despite the doubting of rates over the past 12
vears

i — R
[ S

The wriliny 15 working out 3 rawe-increase proposal 1o present to the City
Councl this spring. The wazer onbicys directer Greg Meszares, old
Price amd Toohey that res mught have t rise by double digims This
was sSLUTIIME news

Avsm resklests are ti be commended for ralang consenvation
senoushy Aust's single-day water use peaked I Augest 3001 o 2403
mithion galloie, and las been declining ever smee Meanwhile, Austm's
popukation has groavts by 20.5 percent, from about 670K residents i1
2000 to 543000 mrlas. To put it another way.as Price and Tonbes
reported. per-person water use in 2006 averaged 190 gllons « e fast
vear, dafly per-person use was 136 galloms

This 5 virtuous bebavior to be enciouraged and fostered. Yeecour
readers huve 1old us in jeters and online contments they feel as though
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they are being pumished o aving water

The utibity 3vs i undersiams our yeaders response. Dul swen that
evervhndy kewps Lsing waer even a8 they use jess ol 1L, and there are
runts assocTated with getting: wated 10 every customer The ity saves
money on pumping and trearment Coses W Cusiomers o less
water, bt other coses ut the utiliey's tudget  water and sewer ling
repars, eydipment Maitenanee and debt paymetits - are fixed

Which brings us to Wager Treatment fant Ao, 4, the contruversial, 330%
ervilhem faxcilits beang bl near RM 620 and RAS 22240 Nerthwest
Austin Some spporents ! the plant s3w 3 [old-ABT S0 Mment in Price
ard Toahey s report, Crives of the plant had argued that conservation
voutld make Water Treatment Plant Ao 4 UROECESSATY: A now reaimert
phant evepmuaily would he nweded, they said, but it couk be smatler and
Traiht years from now after the uriliny st focused on replacing Jeaky
pipes and encouraged evels MOTe Cunservatia

Critics s Water Treaunent Plant N 4 would resull s rafe moresse
substantially larger than oy officlads were savitg winthd be nevessan
The Save Our Sprivgs Allianee. fos example, putom 13 e 0 juoe
10 frecastmg that Fesuential water rafes condd nrearty doutrie b
2015 to pay far the trew wastey ITeaiment plant

Supporters of the plant - we were anong them - said the plant was
peeded to ensare » rapidly grawing Ausor had an adequale e
wates supply 1here perhaps was cxisund freanmest capaens ot
another vouple of drcides, BT 1t was by 1o nld 4 new planymw
while comstruciion costs were reladvely torw rather than wait

Plus, it was arpued. building 2 pew plant now couled stave off crisis
<hoaitd ane of the CITy ~ Two existing plaots, Panilt irs {954 3l 1969
accded o be st dowt for lengthy repairs Uncy ypeTational. the new
1 carmet plaitt wonhd alion fustin Warter to mke Hie-exmnding
uperades to 115 otder plants

We huve hovn CONSISIENE Supparers of the ciy s conservatind offor.
and on 2 couple of nocasions have crticized cits »ftictals for noggoug
far enough we favar making the Gty » lAWTWAIEHNE TOSTTICHONS
permanent. for exam e B we ot gchets didmuiink conservarion
ulrmatedy wimild e enough 1o meet Wi cify s tulare wares needs

it is potndless 1o reargue Water Treapment Mant No. 4 The plant 13 heng
Dt and remams v rack 1o begin opeTuting this vear

There s ment, Howeser, i explormg guesit s surronmnding how e
plars was sold 1o the public We also find meritn asking how unlity
officials Taited w properly and adequuately account for COnREnancn s
effect on demand. And a key qEesnos et around as we begin i

° nF A &4 2004 Lo0 PV
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debate a rate inerease €. what kappers witen the uility rases i rates?

For ang, peaple will use Yess water: As we now are fulhy aware, when
people use less water the unhty's bortom line suffers and the wility has
o rase rages. A wan hus o e found o marge this spical mward more
burdensoumie mies

We will be asking these arud other questions s Ausiin Wier moves
eowurd a rate-increase propesat and the City Council begins debating it
The answers will be needed as we plan for the regons economic and
water futre

Re sure to read Thursday s Viewpoints tor oar s few on Tuesday « lovit
amd statewide primary electinn results or read us online at

WWW.SIALESIEN.COM
PREVIOUS: NEWS NEXT- CRINE 8 (AW
City of Austin in talks to buy Grey Rock Go... Police looking for cafe robber in North Aun...
By Mary oorey - Svercan-SiEae e SR By Mite Lnacg - AT Ta-Duesrom Tt

Faopular an MyStatesman com
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All Comments (3) Post a Comment

Commentis) 1-3 of 3

Clalre-Standish Feport
Perhiape the City should start ghng hefty rebates to those proud Austm homeowners who mstall a
properly-wide aulomatic sprnkier system (o keep thew tawn full of thrsty non-indiginous 5t Augusime grass
beautitul and green all summer long.
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Why drop in water use could cost AuStn CUSTOMETS reszewen 4 A A

more

Prsted 5 07 07 Monogy Feb 24 I8

By Sghar Mo 3 METHY Tty - Aimencan-Statesman Staft

Austin officials s3v resdents have done such a good job vonserviig
warer that the ity faces a commdnnm: People aren t buving enough
water 1 keep the delivery sysiern ¥ the blavh

The Austin Wager Uity tonk a $10G milhen tib s water sales for the it
fw monihs of tis fiscal year on top of the €27 mitlion Hoss 51 bogeed La<t
year. Correcting thar shorttidt could require new, higher drought rates
hat raise more Mmoney oven as peopic use less water. accarding to e
T

Crility executives (oh! i AReTiCAn-Sateaman thes are JISCUSSITEE new
rate structmres that could be propesed this surmmer. One kdea is rates
that rise as the fakes that supply Austins water shrivel, a conoeps skl

10 o Tallas s adopted Asked wherher the rate miyease would he

doutile-digits, wazer utility director Greg Meszaros didmt rule the
passibility ol To balante s twscikce, the water utiliny aisi mat deepen
internal curs

10 3 serve, Austin as been 4 WO of §s 0WN SUCLess Austimies have
heen reduciing thest svater consumprion . which means the oty has
collected loss munes from them _ which s jeading oy offiatam

> Zarcude rates s Fse 10 brng n the MGy Necessary 1o find the

; 50 percent of costs thay wilwy executives sai afe “fixend,” s11ch as deft

B

of 8

%

Fments and some equiTient MIATEnance

“For a tustemer i can be countermuitive’ thar Waer Ciservaoon
causes higher raics. Meszaros sand “Hut ay we reduce water deyrrand we
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vhy drep o waler s condd L5t Al CHSIOMSTS TROre WW xS, BIP WIWW My >IRSTHAN S0 HEws ton s WErir i g s e =

reduce revenise, 30d 3 ot of the COSTS uf our operatian cannot be cut.
We're ust nof asde o0 ahsord S5 nillion i1 dusses vear atier vear'

['his sitaation msy soung vaguely famihar afrer all Austin has beens
qreadity rasing rates for maore dan a decide t pay off Lo
esTmenDs, S h a5 3 $400 million, federally mandated upgrade of the

sewer system 1z 100 unigue 1o Austn elifer clues across Texas have
— e

e raised rates substamitially as the dyosghit ook binkd

Amwone who hus tooked at Lake Trovis latelv saw 2 perwer Ul angument
for conservatms Lakes Tras amd Buchanan, which are 1hE mam water
suppites Jor Camral Texas, are oty whet 38 percent full That is
appraachmy the al-time kv of 20 percentt Wit STTNer ves W coime
Nearty evers water offictal suys the region is i a crisis

1argely betzaise ot couservation efforts, Austin homes anid businesses
have used less wiled cach vear since 2006, despire popudation growth
and hard drogghts Uidliny offiaals say the mam reason s the
ARCe-a-Werk WILETIg restncrion. winch Meszaros said with probedsly
ot be Hfted for vears. Utibiry officials also credis aiblic educanon
aiveaways of lew-flow Lotlegs. rebate programs and the correni raw
structure. which includes progressive Tered” rutes miended
discourage profligate water use

{1 the 2006 fiscal vear per-persan WAET use In AUSTIn averaged 190
gallons 3 day, m the N3 fiscal vear abaily use had dropped In Ui
gallons per capita. A more soptusncated anaiysis, which uses a fist voar
averagetosmonth gl ynusualhy wer ard dry vears. shows a stlar

wendll kewse, the otal amunant nf water purmged by the water wiliny
pwsakgdd in 2007

Evern the summet scorchers of recent vears iaven't changed the basic
P tare

1t wsed o e thas i 4 vears, water ubiins revenues would gooup atid
m wet vears L wontd g down 105 snll down inwer vears, b THew it
lsnr bs dow in dry vears.” satd Dary! Stusher, an assstant dirertor af the
water ity who oversees i consen ation offarts

The revenue sharefall w happenmg desprie rages that have more than
dowbled over the past 12 vears. Andd i 1s bappening despite inge of
Austiins wurse-hept secrets: Sone houses are watering during davs on
wiuch watermg s not allowed — and producrg revenme the city would
neit be colicermg were it enforcing s conservapon rules more
sigarously

Fiscal coneervatives question whether the wilmy should an rebates and
other programs that kNeecap revens. Emeronmental activists savthe
oy shonld mof have addm}ifratly a bnlihvn dollars woih of debt. o be

Borg o defrats heotlis P HEpaAnmE ¢

ey hassh T 36T

L B T ST R O PEREOE W aRs Ul F

FoL L sy N AtaRIPE MREOTSOdly preaaTt Ml D
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e sdrop mowater use coukd Cost AUSHE LUSIMMCTS MOTE  WHW (Y5 hUp: syivW T SLGTEATATL COT AEW S BEWS Al ~r- T BRT-Lse-cu

paid back aver 30 wears for  watertreaiaent plank now under
COnETHEHon parnenlasty at 4 ne wheti cwewiide tse B declisng

-
{ o vears the city had alse grven developers Sieep AISCOUNEE 90 wWater Y
arud-wastewater hookup fees, 3 praooe the Tty Vil fecrriy
roncluded shoulid e curtaled becanse 4 pushed water-unhs qusts !
onto everyone else #

S —
£ Fven Mavor Lee Leffingwell recently altded to nomdtal expemses witle ™,

/ trying v persuade hie City Conncil colleagues to be e cogmizaut of )

f the city's botwm ime. Leffmgwell noted thar # tew years ago e )(, { L

t counci dedided te use Mustin Water Uity revenie (o DRI e o ’W (ﬁ‘ 1‘u
| palcones Canyontands Freserve. 3 high-prafile nanre COTISErvaaan fA A

. \z:ffnn *harmtse that's where the maaey was

11 dead with the expecied budget crunch, fhe watey usility has begun
cutting, Ms plans melude edunng comiservation wiverosing taring
jewer consultaris 1o help fashion conservarhi srateges. shung fewer
commarts. such as those for leak detecnon atid assessmient of the

wgiliry s water distribayion systent. creating loss-gencruus felate
prowrams, aud deferting mamienance af punTps and siher squitieeT
Pt iy execurves expert thase cuts e vieht ot about 345 mrliem
T SIVIES

i ast year, the mility deak with the $27 milfion shortfatl parth by

refirancing seme of T outstanding deht which sved about S5 mitlion,

saied David Anders, a assistant direcior who cversees the uakinvs

finances. The rest uf the shortfall was covered Dy bOTTOWInE IEe) 10

fRance S0IMe CONSIIUCTION profects. insteact ot paving for them with

cash Meszarus, e unhty director. said 1 mEg do an even mory

pronouniced shift from cash 10 borrraing i i CORUNE ¥ty which -

il save maney i che short terts but audds Ttensst pavinene. :7. 4» i
el s

-

A
Meszarns added that the unlay « loekang w Ssve More money in ‘i
delgving inore CORsSIK Lo and A enAnce (Hects 5

4

A

P !

When we'te i a cash crunch, that's ope of the g knohs we can surh,’ )
Meszars sad

Expert repurting

Marty Toohey has wristen ahot Laal po ermmient since 2005, and bas
reparted on Austin Oy Hall since 2009 He has taken in lenrh lonohs &8
how Auson FAEMgY revenue supports the ary handge, the rise (o
governmary pension and health care costs and the combine burden ril
v arious local (3% entitie o ATeR Property ivners

By the nmmbers
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by drop m water use collld cost Austin sustaman more AR R IYE

1AYR

T, W e Iy ~EREESTIAR, COMT A1EMS REWS Wiis v ey e =

190 Average datly waier use i ysilons. per personin Austin n 2006

136 Average daity watet use, (0 gallons per person Ausirn in 2003

$27 mitHon: Shortfat! n Austin Water sales Lt yoar

$10 miffion: Shertfall in Austmy Water sales for the fiess quarmes of this

yoar

Source Auson Warer U liry
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‘The Perfect Storm’: Setting priorities at the
Austin Water Utility in a time of fiscal crisis

BY SCOTT HENSON

Executive Summary

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

But at the Austin Water Utility (AWU) they're calling it a “parfect Storm” of disaster because if people
use less water, AWU won't generate enough revenue to pay for Water Treatment Plant 4 (WTP3), not to
mention fong-overdue maintenance (osts This analysis by the Save Our Springs Alliance demonstrates
that residential water rates could nearly double if the City continues along 1ts present path

In the book and movie, “The Perfect Storm,” a fishing boat captain {ptayed on the big screen by George
Clooney) steered his ship directly into the tempestin search of a big catch and everyone died 50 city
staf's use of the dire term is instructive Like the sea captan in the stary, AWU has recommended that
the City Council charge ahead with WTP4 — costing ratepayers $1.2 billion over the Iife of the project -
regardiess of the fiscal dangers. But this 15 not 3 movie Austin families can't afford large rate hikes
during a recessian and the City has alternatives ta this expensive boondoggie.

Just last month AWU officials infarmed the City Coundil of an expected $43.2 million revenue shortfall in
£Y 2010 due to lower than projected water sales The water utitty’s revenue model had somehow failed
to predict the "perfect storm” of reduced water use by residences and businesses due to ram and
conservation. If current reduced water sales levels persist Austin could be required to nearly double
residential water rates by 2015, mostly 1o 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 esbmate of WTP4's hit to consumer packetbooks, particularly when combined
with other ongoing debt-funded projects and the City Council's unpublicized decision to shift water-rate
burdens from commercial to residential customers. This report attempts 1o guantify these globat
restdential rate impacts.

trvestrment in WTP4 has been touted as Austin’s “stimulus” for the local husiness community. athelt one
financed by focal rate payers instead of the federal govemmentf‘ But Austin could also add jobs - real,
lang-term (obs - by repainng massive leaks in our eusting water system—leaks that allow nearly 10
miilion gatlons of water a day to just seep into the ground. it could and should alse invest in “green jobs”
\n watet conservation and efficency that would pay long-term dividends while drought-proofing our
economy.

The Perfect Storm. Setting pricrities at the Austin Water Utility in o rime of fiscol cnisis, June 9, 2010
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Recommendations:

e Estimate proposed rate increases based on data that includes implementation of new water
conservation goals and the 2008 cost-of-setvice study, then tell residential rate payers exactly
what their overall rate hikes will be through 2015,

o Constructing expensive new infrastructure whide simultaneously shifting costs from commeraial
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 2 new plant pcated n the Desired
Development Zone and drawing water from Lady Bird Lake

» Continue to implement water conservation, mcludmg aggressive, summertime lawn walerng
restrictions, (o limit peak-day water use and achieve recently adopted city-wide conservation
goals

»  Prioritize foang leaky pipes over a new intake for new revenue bond indebtedness so that
millions of gallons of water aren't uselessly seeping into the ground each day.

The Perfect Storm: Setting priorities at the Austin Water Utility i a time of fiscal crisis, June 8, 2010
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introduction; The Perfect Storm and Austin Water Rates

At a recent meeting of the Water-Wastewater Cormmission Budget Subcommuttee, Austin Water Utility
(AWU} officials told commissioners they were expersencing a "Perfect Storm” of reduced water sales
and income because of recent rain, the effects of conservation programs, and the economic downturm
Revenues are down more than 10% and AWU expects to take in $43.2 milhon tess this fiscal year than
they'd budgeted. i, in that environment, the Austin City Council moves forward with construction of
wWater Treatment Plant 4, as they are scheduled to do at their meeting on Thursday, June 10, there's
every reason to behieve they'll be steering residential ratepayers inte a hurrkane of tuture water rate
hikes.

Austin homeowners already face large, prajected rate hikes to pay for Water Treatmem Plant #4, and «f
this "Perfect Storm” continues, 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 ammed in large part at paying for the WTP4
project — dubbed the Bithon Doltar Mistake on the L ake by local emiironmental groups  with its massive,
miles-tong tunnels under the Balcones Canyonlands Preserve AWU has suggested raising rates
continuously over six years beginning with 3 10.1% residential rate increase approved and implemented
fast fall But public discussions of rate hukes have largely failed to consider the disparate impact on
residential ratepayers, and they certainly don’t take into account AWU's new revenue reality in the
shart-to-medium term. if the utiity sells less water and has the same debts to pay, they must charge
consumers mare per unit of water,

Projected Homeowner Water Rate Hikes Already Onerous

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

AWU says that combined water-wastewater rates increased 4 5% overall in the FY 2010 budget. but that
number 1s deceiving because residential customers took the brunt of the increase, witnessing 2 10.1%
boost in single-family residential water rates

The disparate wnpact on homeowners results from a city-sponsored cost of service study ' which placed
Austin on a mutty year path toward shifung 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
rasidentsal customer class over the next 5-7 years, “* mearung similar adjustments can be projected going
forward

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

The Perfect Storm: Setting priovities at the Austin Water utility in @ time of fiscal crisis, June 9, 2010
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Table 1: Projected Combined Water Rate Hikes (2010- 2015)

, 2010 2011 2012 2013 2014 | 2015 | Total

! Water 5 70% 6.80% 5.50% 6.60% 5.70% 750% |  34.19%
Wastewater 330% 2% 350% 430% 3.10% 250% | 20.20%
Combined |  450% 4.50% 450%  5.50% 4.50% 250% | 28.96%

On its face, that results in a 28.96% overall increase. However, residential ratepayers took the brunt of
the hit 111 the first year, seeing thew water rates increase by 10.1%, not 5.7%. So residential water rates
went up 779% more than the averaged amount because of the shift in burden from cornmercial and
wholesale customers. if residential rates increase dispraportionately aver the next five years al the
same rate as in last year's budget, then fogically residential increases will be higher than “combined”
rate increases. How much higher? Assuming the shift «n burden continues at the same pace as in 20105,
here are the projected residential water-rate increases over the same period:

Tabie 2: Residential Rate Hikes including Cost of Service Adjustment {2010 - 2015)

2010 2011 | 2012 2013 2014 2015 | Total

’ Residential
Water , 10.10% | 12.05% 9.75% 11.69% 10.10% 4.43% 73.82%

$o betwesn averall rate hikes and the shift in burden from industnal to residential ratepayers, Austin
homeowners could see a 74% rate increase over this penod — a number aity staff have scrupulously
avoided estimating by projecting farward only “combined” increases instead of inctuding 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 1o rise as much as 74% 1o
pay for cost reallocations and Water Treatment Plant 4, but that's already i the works. On top of that,
the utilty based those rates an 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 Piant 4 and other AWU projects 1s secured by
revenues from AWLU water sales,” which are the only available revenue source to pay off the debt if
water sales don't meet projected levels, bondholders can force the City to 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 nated, the system likely would face 2

The Perfect Storm: Setting priorities ot the Austin Water Utility in o ime of fiscal cnsis, 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 s expected to exceed 5100 milhon ~E

Austin could easily find itself in the same situation. AWU's assumptions underlying the writen
.olicitation of bond debt for Water Treatment Plamt 4 antiupate water sales and revenue nsing
indefintely, but this year's revenue decline belies those assumptons. AWY's projected 543.2 mullion
shortiall demonstrates what happens when conservation combines with higher ramfall levels, a
devetopment that took AWU budger 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 AWU" 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 eluninate windfall opportunities ” ®

5o if AWU's revenue model failled to predict the current shortfall, projecting just one year into the
future, how firmly can we rely on their projections several years out? (f current, lower usage levels
perssst into the future, thanks to expanded conservation and/or the allewation of record drought
conditions, rates must INCrease even more.

Austin recently adopted aggressive new water conservation goals which, upon imptementation, will
significantly reduce the total amount of water sold Water-demand projections presented to the City
Councit in 2009 showing the need for WTP4 assumed Austinites would use 162 galions per capita per
day (gpcd) in 2020 © On May 13, 2010, the Austin Gty Counal approved conservation goals awming to
reduce water use 1o 140 gpop by 2020%, thereby also reducing the volume of water sold and thus the
revenue avaitable to pay for Water Treatment Plant 4 What's more, single-family residential water use
per account has been dechning, from a high of 10,258 gailons per month in 1999-2000 to 6,287 gallons
n the 2008-2009 Fiscal Year '

Overestimating Water Sales

These trends create a dilemma if WTP4 s constructed. if water use doesn’t increase steaddy, then even
the already-high projected rate hikes described above probably underestimate the amount AWU needs
1o cover WTP4-related debit, which will cost ratepayers $1.2 billion including interest AWU's projected
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
tugher. In that case, instead of a 74% rate increase by 2015 tor 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 WTP4). il

o %

/
Using data derived from the bond prospectus associated MW 1 depicts the increases in
wtal pumpage AWU told bondholders will occur ta generat Lif revenue 10 pay its debt.

The Perfect Storm: Selting priorities ot the Austin Waoter Utility in a sme of fscal crisis, June 9, 2010
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Chart 1. Projected Total AWU Pumpage: 2009 - 2018
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These projections certamly don't jibe with a $43 2 million dip in 2010 water sales, but the trend also
seems unrealistc compared to actual total pumpage data from the past decade, as reported by the Gity
w1 the same source. According to the data depicted in Chart 1, AWU believes total pumpage will increase
steadily over ume, But that contradicts the City's recent expenence, even dunng a perod marked by
dramatic econamic and population growth, depicted in Chart 2:

Chart 2. Total AWU Annual Pumpage: 1999 - 2008
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AWU has consistently overestimated Austinites’ water use to project demand for water treatment
facilities that never materialized. tn 2002, when the Austin City Counci first authoruzed hiring Carollo
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Engineering for the WTP4 project, AWU staff estimated that Austin's peak summer water use would
reach 281 million galions per day [mgd) by 2009.”” That turned out to be a dramatic averestmate Chart
3 shows the actua! peak use over this period:

Chart 3. Actual Peak Water Use Per Day 1999 - 2009
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Even so, ssmilar 1o its overall pumpage projections, AWU told bongholders 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 1o beheve from recent experience that the
steep upwatd 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, pregictable rates. However, AWU's tong term
projections have been consistently overstated, while conservation has proven 1o work

Bottam line: Several situations could conceivably cause water rates to nse much igher than AWYU
officials have so far projected, including successful conservation efforts, more rain, and a real property
glut that has reduced the number of new residential and commertial hookups. By contrast, 3s AWU's
Mr Cobern noted, summertime consernvation measures — particularly restrictions on lawn watering —
have ehminated "windfall opportunities” from higher summer water use that AWU previgusly
anticipated. So  water sales aren’t as hugh as AWU optimistically projected, the utility must either
mcrease rates or reduce the General Fund transfer from the utility {which this fiscal year runs about 529
mithon™) and make up the difference with property tax ncreases

Steering the AWU Away from the Perfect Storm

The Austin envitonmental commumty has argued that AWU should wait before launching WTP4 to
perform necessary environmental assessments of the transrssion 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 envronmentalksts’ 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 10 high, ongoing debt payments, but that's how AWU suggests Austin
respond in the face of s current. unexpected dechine 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
e rainter than others, and even though Austm’s economy remains better than most, few believe the
eHects of the economic crunch will be over anytime soor Meanwhile. conservation measures have
eliminated opportunities for revenue “windfalls” the utility previously expected dunng penods of
drought

So this isn't necessarily a temporary condition; some o all of these situations may comtinue 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 ot the Austin Water Uttty 1n a time of fiscal crisis, June g, 2010
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{  Austin Chronicle, e oid cast-tron sections o

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 oty
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 mew facilities until it could afford to pay for
rmamntenance on the ones it already has', but AWU has not vet learned that basic lesson of fiscal
prudence in jean economic times.

Some have argued for WTP4 based on the johs created through a large, debt-financed public works
project AWU Director Greg Meszaros even said he considered WTP4 a “local sttmulus” project that
would create thousands of short-term ;nhs‘“, though n this case ratepayers, not the Obama
Administration, will pick up the tab. But  Austin wants to create jobs through AWU, it's facused on the
wrong project

According to the City Auditor, AW lost 9.85 mllion gallons of water per day m 2007 through leaky
pipes which have never been fixed.”* That's 3.5 bilhion gallons of water per year the City just sliows to
seep into the ground. it makes little sense to huitd 50 mgd in new capacity while letting nearly 10 mgd
feak aut of the system every day

“Responding last summer 10 Questions submitted by Councilmember Bill Spelman, AWU reveaied that
out of 3,600 miles of pipe that it operates, 900 miles are deteriorated and there are 250 miles of “highly

rated” pipe where the majority of leaks are located” JDuring a cold snapinJa ;

= accounted for 91% of water main breaks. ™

T

No water system is leak-proof, but the City could stant by fixing the 250 mites of identrfiably deterigrated '
mipe, a task which would cost $330 mdhon, city staft toid Councilmember Spelman. That's a significant
amount which would require a mine-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 $81.8 mulhon fixing leaks over the next five years, AWU told Spetman, by which
tyme evers more pipe will inevitably deteriorate.

The Water Utility's “Perfect Storm” was easily predicted  Both peak-day and total water use have been
fiat to stightly declimng since 2001. Per-household use is down Both resitents and businesses are
saving water and $aving mongy These trends will likely continue Rather than inCrease the damage 1o
ratepayers and the environment, it's time for a midcourse cofrection and a retutn to safe harbor

The Perfect Storm: Selting priorities at the Austin Water Unlity in a time of fiscal crisis, June 9, 2010
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Recommendations:

The Save Our Springs Alhance offers these common-sense recommendations in the face of AWU's
mourting fiscal crisis and misplaced priorities:

s Estimate proposed rate increases based on data that includes implementation of new water
conservation goals and the 2008 cost-of-service study, then ell residential rate payers exactly
what thesr overall rate hikes will be through 2015,

»  Constructing expensive new infrastructure while simultaneously shifting costs from commercial
ta residential customers puts 100 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 ali at once.

« Before beginning construction on WTP4, evaluate cheaper plant options that would replace the
decommussioned “Green Water Treatment plant” with a new plant jocated in the Desired
Development Zane and drawing water from Lady Burd Lake.

«  Comtinue to implement water conservation, including aggressive, summertime lawn watering
restrictions, to limit peak-day water use and achieve recently adopted city-wide conservation
goals.

e Prortize fixing leaky pipes over a new intake for new revenue bond indebtedness so that
milhons of gallons of water aren't uselessly seeping into the ground each day.

The Perfect Storm: Setting priorities af the Austin Water Utrlity in a time of fiscal crisis, june 9, 2010
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Appendix: The following data assotiated with the charts in Uis report was taken trom the City o!
Austin Bond Prospectus dated November 5, 2009, p 21.

Data far Chart 1- Projected total annual pumpage {in mllions of gallons)
2009 | 55.385

2010 | 56.289
2011 | 537,270
2012 | 58,301 |
2013 | 59,350
2014 ; 60,155
2015 | 61,242
2016 | 62,349 |
2017 | 63,477
2018 | 64,624

Data for Chart 2* Historic Anaual Pumpage (m millions of gallons}:
1999 | 46,422

2000 | 52,194
2001 | 50,140
2002 | 50,883
2003 | 51,111
2004 | 48,469
2005 | 51.374
2006 | 56,603
2007 | 45,868
2008 | 53,066

Data for Chart 3+ Histonal Annual Peak Day Use {in mithons of gafions per day}

1999 [ 216

' 2000 | 227
2001 | 243
2002 | 214 |
2003 | 232
2004 | 197
2005 | 247
2006 | 217
2007 | 180
2008 | 227
2009 | 229
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Data for Chant 4: Projected Peak Use {in miffion of galions per day}
2009 | 245

2010} 248

2011 | 254

2012 | 258

2013 | 263

2014 | 268

2015 1 272

2016 | 277

2017 | 281

2018 ' 286

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

ENDNOTES:

" Alsg unlike the federal strmulus, Austin ratepayers will see immeidiate rate increases to pay for 1 while debt
accrued in Washington can be put off until future generations

 2008-2010 PROPOSED BUDGET RESPONSE TO REQUEST FOR iNFORMATION, * Response to ity Councilmember
Crrm Riley, Reguest #30, September 9, 2009

" spudy Report. Austin Water Utility Cost of Service Rate Study 2008, Red Qak Consuiting

' Backup matenal for Water-Wastewater commussioners provided to the author by oty staff from the fune 3
meeting of the Budget Subcommittes

"t

" All projections are within the 5-7 year period during which AWV says @ wd! shuft its cost-of-service allocations.

" Uttty bills hkely to merease,” City and County Beat Biog, Austin Amernican Statesman, April 28, 2010,

* Bond Prospectus, “Official Statement,” Dated November 5, 2009, p 14

“ “\Water-sewer rates to ciimb 30% over next three years,” Houston Chromicle, Apnil 22, 2010

¥ U8 Urban Residents Cut Water Usage, Utilities Are Forced to Raise Prices.” Circie of Blue WaterNews, Aprid 19,
2010,

" soreagshest obtained under the Public Information Act from the Austm Water Utility by Bill Bunich, October
2008,
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* Austin City Councd Agenda ftem 35, May 13, 2010 The “Fiscal Memop” seeompanyng the apenda stem stated the
nangial impact to the Austin Water Utility s “unknown” beyond the need to hire more conservatian personnel,
but the fiscal impact of selling less water s clear from the 2010 revenue shortfall AWL will recewve 1285 revenue
than would otherwise be anticipated
Y Backup matenat for Water-Waslewater CoOMmMISSIoners prowded to the author by Oty staff from the june 3
meetng of the Budget Subcammiltee. “Historical & Projected Accoums {FY Average)”

* gackup matenal for Water-Wastewater commissioners prowded to the author by oty staff from the june 3
mesting of the Budget Subcommittee.

* agsume from the caltufation m Table 2 that the amount required to bay off WTP4 debt and ather otligations

{.7382 times the 2009 rate, or a 73 B2% ncrease for residential ratepayers from pre-WTPR4 rates at projected
evels of use. Now assume water sales continue 10 underperform compared ta AWU projections, currently
revenues are at 89.78% of projected amounts f lower water use and sales continue along these lines, 1o achieve
the same revenue level will require 3 rate equal to 1 7382/ B978. or a 93 b% overali rate increase fram 2009 levels
** Bong Prospectus, “Official Statement,” Dated November S, 2003, p. 21
" vRecommendstion tor Caunat Action,” Backup matenal, Austin City Council, Agends ttem 32, 444102
¥ Really an extra $ 78,957,464, according to backup material for Water-Wastewater commussioners provided 1o
the author by city staff from the june 3 meeting of the Budget Subcommittee
% ~parks and Rer 1t you build it,” Austin Chronscle, May 28, 2010 Said PARD dwertor 5ara Hensley, ""We have 1o
53y we can't build it if we can’t maintain "

# Comments recorded in author's notes from 3 public meeting Aprit 20 at Concordia Umversity
" Dffice of the City Auditor, "Audit Report Austin Wates Utiity Water Loss,” April 28, 2009
7 semorandum 1o Counciimember 8ili Spetman fram Assistant City Manager Rudy Garza, "Response to wWTpP4

/@Mgwﬂr— e - —.

{ ¥ uprgren Assets; AWU and the Busted Pipes,” Austin Chromcle, january 27, 2010
o e
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FACTS About Austin's Water Supply and Usage Page 1 of |

SAVE WATER, SAVE MONEY  STOP THE BILLION $3 MISTAKE ON THE LAKE

HOME TAKE ACTION ABOUT LS LINKS

You are here: Home

FACTS About Austin's Water Supply and Usage

Did you know that Austisi's water use peaked aimos! ten yaars ago when Austin used & total of 240 3 million galions on a single day?
15 facts you nesd 10 know about where our water comes from and how much we use.
1 Austin's water use peaked alinos! tan yoars 490, on August 13 2001 whert Austin residents and businesses ysed & total of 740 3 million gatans on A sngle day

2 Every summer since 2001 our peak day of water use has been lower. In Ihe drought summer of 2009 Austin waler use ponked af 228 million gellens (MG) the day
bafore ihe ona-day per weak drought water restnctians were to begin 1n 2010, a relatively wel yeer, Austin water use peaked at 193 MG on a single day

3. Austin currently has 288 MG per day {MGD) wator troatment capacity and 167 MG of storage capacity. Trastment and storage must combine to meet "peak”
demands on a reliable basis

4 In 2007 Austin compioted & 67 MGD capacity expanalon to Its Ullrich water treatment plant, for a total of 167 MGD at the Ulirich plant. Austin’s "Davis” ptant can
reat 118 MGD  Both piants ace segmentsd, 5o thit parts of the plant may be shut down for maintenance and repair without shutting down the entre plant

5. The 67 MGD Utirich expansion wits completed at a cost of $85 milllon. Compare to the Clty's estimated cost of buliding a 50 MGD “Water Treatment Plant No.
4" for $508 million {not counting interest).

6 In 2008 Austin ahut down the 42 MGD capacity “Graen” water plant years shesd Of schadule in onder to make way Tor Town Lake redevetopment. The plant could
have been refurbished to operate effectively for decades inta the future: doing 8o would have been far cheaper than bullding & naw plant at @ new site for the simple reason
that the City's water distributions system was built to take water In 8t the Green plant site

7 mwmaprwnmmw.mmmmmwmmmmmwmmumm
W'Mhlﬁ“%mhhcwdmﬂnm

8 On hot summer days, when water use peaks, roughly half of the water used in Austin is tor outdoor, 1awn and Tolal Austin
watar usage in winter monins averages between 95 and 115 MGD

9 From 2001 to 2008, Austin added over 200,000 paopie to Its water service population, yet peak demand dropped slightly
10 Total Austin water use in 2010 was lower than any other year since 1997, despite population growth

11 Austin is not slone: many growing cities in the American wast are seeing water us#ge decling at rates faster than population growth rates, year after year

12 Across the hoard, and are their water use for 3 simple reasons. (o save money I Ighl of Increasing water rates. because aifordable
and reliable consarvalion measwres are readily avaiable (andior are being mandated). and {6 help prolect their families and the environment In ight of climale change and the
health banefits of landscaping with native, drought tolerant plants that requite less water and no pesticides, herbicides of synthetic fertllizers

13 tn May 2010 a unanimous Austin City Council approved a policy to reduce Austin’'s per capita water use to hefow 140 gallons per capita per day {gpcd) by
2020. This is in an ‘average” year - nol a ‘wol or 'dry” yoar Severat cities, Including $an Antonio. are already below this very reasonable usage goal See Austn's initial

"140 GPCD Plan hire
14 Factoring in the Council approved 140 gpcd by 2020 goal and projected population growth, Austin witl not match Its 2008 total water usage untli 2022 or later,
15 AN of the City of Austin's water supply comes from the Colorado River, through water rights held tiy the City of Austin and cantracts for storage in the Hightands

L.akes and waler sharing with the Lower Colorado River Autharity Most of Austin's suburbs also get their water from storage Irs LGRA's Highland Lakes. though Buda and Kyle
and other araas on the Austin's southern bordar get their water from the Barton Springs segment of the Edwards Aquifer

Copyright € 2014 Save Watear, Save Monay All Righls Resstvad.

http://savewatersavemoney.org/component/content/article/ | - latest/1 5-facts-about-austins-... 11/5/2014
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Setting priorities at the Austin Water
Utility in a time of fiscal crisis
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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 pers capita. Conservation 15 working. That should be cause for
celebration. Saving water saves ratepayer meney. It also means lower energy use and lawn-chemical

ConsuMmpLion,

Aut at the Austin Water Utility (AWU) they're calling 1t a “Perfect Storm” of disaster because if people
use less water, AWU won't generate enough revenue to pay for Water Treatment Plant 4 {WTP4), not to
mention long-overdue mamtenance costs This analysis by the Save Our Springs Alliance demonstrates
that residential water rates could nearly double i the City continues along its presemt 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 1nto the tempest in search of 3 big catch and everyone died. 50 city
staff's use of the dire term is instructive. Like the sea captan in the stary, AWU has recommended that
the Crty Council charge ahead with WTP4 — costing ratepayers $1.2 billion over the life of the project -
regardless of the fiscal danger. But this 15 not 3 movie. Austin families can't afford large rate hikes
during a recession and the City has alternatives ta this expensive boondoggle.

Just last month AWU officials informed the City Council of an expected $43.2 million revenue shortfaliin
FY 2010 due to lower than prajected water sales The water utifity's revenue model had somehow fatled
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
residertial 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
teen given a realistic estimate of WTP4's hit to consumer pocketbiooks, particularly when combined
wrth ather ongoing debt-funded projects and the City Council's unpublicized decision to stuft water-rate
burdens from commercial to residential customers. This report attempts to quantify these global
residential rate impacts.

trivestrment sn WTP4 has been touted as Austins “stimulus” for the local business communty, atbeit cne
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 galions of water a day to just seep into the ground. It could and should also invest in “green jabs”
In water conservation and efficiency that would pay long-term dividends while drought-procfing our
BCOTIOMY.

The Perfect Storm: Setting priorities at the Austin Water Utility in o time of fiscol cnsss, June 9, 2010
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Recommendations:

e Estimate proposed rate increases based on data that mcludes implementation of new water
conservation goals and the 2008 cost-of-service study. then tell residennal rate payers exactly
what their overall rate hikes will be through 2015

e Constructing expensive new infrastructure while simultaneously shifting costs from commeraial
ra residential customers puts too high a burden on residential water customers Put off new
construction untd the cost-ol-service adjustments are complete to avoid piling onto restdential
rate payers all at once.

« Belore beginning construction on WTP4, evaluate cheaper plant aptions 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

s Priortize frang leaky ppes 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 ot the Austin Water Utility i @ nme of fiscal criss, June 9, 2010
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Introduction; The Perfect Storm and Austin Water Rates

At a3 recent meeting of the Water-Wastewater Cormmussion Budget Subcommuttee, Austun Water Utility
{AWU) officials told commussioners they were experienang a "Perfect Storm” of reduced water sales
and income because of recent rain, the effects of conservation programs, and the eccnomic downturm
Revenues are down more than 10% and AWU expects to take in 543 2 miflion less this fiscal year than
they'd budgeted. ¥, in that environment, the Austin City Council moves forward with construction of
Water Treatment Plant 4, as they are scheduled to do at thewr meeting on Thursday, lune 10, there's
every reason 1o behieve they'll be steerng ressdential ratepavers into a hurrcane of tuture water rate
hikes.

Austin homeowners already face large, projected rate hikes to pay for Water Treatment Plant 84, and «f
this "Perfect Storm” continues. they will be much targer than anyone has so far agmitted. in 2008, the
iy of Austin began @ senies of multi-year water rate hikes aimed in large part at paying for the WTP4
project — dubbed the Bithon Dollar Mistake on the Lake by local environmental groups  with its massive,
miles-long tunnels under the Balcones Canyonlands Preserve AWU has suggested raising rates
contimuously over six years beginning with a 10.1% residential rate increase approved and implemented
tast fall But public discussions of rate lkes have fargely failed to consider the disparate impact on
residentio! ratepayers, and they certainly don’t take into account AWU'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
ConsUmMers more per unit of water

Projected Homeowner Water Rate Hikes Already Onerous

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

AW says that combined water-wastewater rates increased 4 5% overall in the FY 2010 budget, but that
number s decelving 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-sponsaced cost of service study' which placed
Austin on a multt year path toward shifting rate burdens from commercial and wholesale customers to
residential users, AWU plans “1o continue to phase out the remainger of the water rate subsidy of the
residential customer class over the next 5-7 years,” meaning simitar adjustments can be projected gong
forward.

Table 1 shows the aggregated "combined” water and wastewater rate increases for all classes suggested
by AWL recently to the Budget Subcommittee of Austin’s Water-Wastewater Comrmussion”

The Perfect Storm. Setting priorities at the Austin Water Utility in @ time of fiscol crsis, June 9, 2010
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Tabie 1: Projected Combined Water Rate Hikes {2010- 2015)

! 2010 2011 2012 2013 2014 | 2015 | Total

{'Water o | eE0R | Sso% 660%|  570%  250% |  34.19%
[ Wastewster | 3.30% 2% 350%,  4.30% 3.10% 250% | 2020%
[Combined @ 450% 4.50% 450%  5.50% a50% | 250% |  2B.96%

On its face, that results in a 28.96% overall increase. However, residential ratepayers took the brunt of
the hit in the first year, seeing their water rates naease by 10.1%, not 5.7%. So residential waler rates
went up 77% more than the averaged amount because of the shift i burden from commercial and
wholesale customers. {f resdential rates increase disproportionately over the next five years al the
same rate as in last year's budget, then togically residential increases will be higher than "comikned”
rate increases. How much higher? Assuming the shift v burden continues at the same pace as in 2010,
here are the projected residential water-rate increases over the same penod”

Table 2: Residential Rate Hikes Including Cost of Service Adjustment (2010 - 2015)

2010 | 2011 2012 2013 2014 2015 | Total '
i Residential ' ' ' ! |

' Water 10.10% | 12.05% ; 9.75% 11.69% 10.10% 4.43% | 73.82% |

S0 between averafl rate hikes and the shift in burden from industnal to residential ratepayers, Austm
homeowners could see a 74% rate increase over this penod — 8 number city staff have scrupulously
avouded estimating by projecting torward only combined” ncreases 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 cates are scheduled to rise as much as 74% 10
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 oul to be the case.

The bonded indebtedness to pay for Water Treatment Plant 4 and other AWU projects 1s secured by
revenues from AWLU water sales,” which are the only available revenue source to pay off the debt if
water sales don't meet projected levels, bondholders can force the City to 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] faded to rase rates, many noted, the system likely would face a
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downgrade in its debt, increasing costs and leading the oty to continue runming 3 deficit in the water-
sewer utility. This year that shortfall s expected to exceed $100 milion **

Austin could easily find itseff in the same situation. AWU's assumptions underlying the written
solicitation of bond debt for Water Treatment Plant 4 anticipate water sales and revenue nsing
ndefinitely, but this year's revenue decline belies those assumptions. AWU's projected 543.2 miliion
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 publicanon that “Rising
conservation has contnbuted to revenue volatility at AWU” explaining that “We would have expected a
revenue windfall during the {recent] drought™ but that didn’t happen. He concluded that “Aggressive
conservation pricing models can eliminate windfall oppartunities.”

So if AWU's revenue model fasled 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 mto the future, thanks to expanded conservation and/or the allewation of record drought
conditions, rates must increase even more.

Austin recently adopted aggressive new water conservation poals 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 Austinites would use 162 gallons per capita per
day {gpcd) in 2020 " On May 13, 2010, the Austin City Council approved conservation goals amming to
reduce water use to 140 gpcp by 2020, thereby also reduting the volume of water sold and thus the
revenue avatlabile to pay for Water Treatment Plant 4. What's more, single-family residential water use
per account has been dechning, from a high of 10,258 gallons per month in 19952000 to 6,287 galions
n the 2008-2009 Fiscal vear "'

Overestimating Water Sales

These trends create a ditemma if WTP4 is constructed. if water use doesn't increase steadily, then even
the already-bigh 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 10.2% of projected revenue. The utility has sufficient reserves to
cover that amount for one year™, but going forward if the situation continues, rates must increase even
higher In that case, instead of 3 74% rate increase by 2015 for homeowners, 93 6% would be required S
Rates could go up even further depending on how badly AWU has overestimated future water use

{and/or underestimated the cost of WTP4), /-—t"““\
Using data derived from the bond prospectus associated with WTP4™, 1 depicts the increases in
tatal pumpage AWU told bondholders will occurto generat i revenue 1o pay iis debt.
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Chart 1. Projected Total AWU Pumpage: 2009 - 2018
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These projections certamly don't jibe with 2 $43 2 miflion dip in 2010 water sales, but the trend also
seems unrealistic compared o actual total pumpage data from the past decade, as reported by the City
W 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 dunng a pernod marked by
dramatic economic and population growth, depicted in Chart 2:

Chart 2. Total AWU Annual Pumpage: 1999 — 2008
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AWU has consistently overestimated Austimites’ water use o project demand for water treatment
faciities that never materialized. in 2002, when the Austin City Council first authorzed hiring Carpilo
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Engineering for the WTP4 project, AWU staff estimated that Austin's peak summer water use would
reach 281 mithon gatlons per day (mgd) by 2009."" That turned out to be a dramatic averestimate. Chan

3 shows the actual peak use over this period:

Chart 3. Actual Peak Water Use Per Day 1999 2009
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Even so, simiar 10 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: 2009 - 2018
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Given the inflated estimates from 2002, there's little reason 1o beheve from recent experience that the
steep upward curve depicted 1o bandholders 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 tong term
projeclions have been consistently overstated, while conservation has proven to work

Bottam hine: Several situations could conceivably cause water rates to nise much higher than AWU
officials have so lar projected, including successiul conservation efforts, more rain, and a real property
glut that has reduced the number of new residential and commercial hookups. Ry contrast, as AWU's
Mr. Cobern noted, summertime consenvation measures = particularly restrictions on lawn watering —
have eliminated "windfall opportunities” from higher summer water use that AWU previgusly
anticipated. So d water sales aren’t as hugh as AWU optimistically projected, the utdity must either
increase rates of reduce the General Fund transier from the utility (which this fiscal year runs about 529
million™®} and make up the difference with properiy lax increases

Steering the AWU Away from the Perfect Storm

The Austin environmental community has argued that AW should wan before taunching WTP4 1o
perform necessary enviroamental assessments of the transmission lines, save money in the short-teom,
and to determine before borrowing a half-billion dollars whether conservation measures could forestail
new construction even longer. Now, facing unprecedented revenue shortialls | lower water use through
conservation, and this so-called "Perfect Storm,” the togic of environmentalists’ argument resonates
even more strongly.

Any average Austinite whose income 1s 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 revenug.

The “Perfect Storm” behind lower 2010 water revenues stemns primarily from three sources, according
to AWU: New conservation measures, the end of the recent record setuing drought, and the current
ecanomic downtum Of those, the conservation measures aren't going away, some years will inevitably
be rammier 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 opportunines for revenue “windfalls” the utility previously expected dunng penrods of
drought

S0 this tsn't necessarily 3 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-secureg
debt
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\
“Responding last summer to questians submitted by Counciimember Bill Spelman, AWU reveated that

Misplaced Priorities: Fix Leaky Pipes Instead of Building New Intake

In the meantime, AWU continues to put off critical maintenance on otder water lines in the central city
which are responsible for leaks that drain bilions 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 tearned that basi lesson of fiscal
prudence in lean 2ConomiIc times.

Some have argued for WTP4 based on the jobs created through a large, debt-financed public works
project AWU Direttor Greg Meszarns 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
Adrmmistration, will pick up the Lab. But f Austin wants to create jobs through AWU, #t's focused on the
wrong project

-~

According to the City Auditor, AWU lost 9.85 mliior: gallons of water per day i 2007 through leaky
pipes which have never been fixed.” That's 3.5 bilhon galions of water per year the Crty just allows to
seep into the ground. It makes little sense to build 50 mgd in new capacity while letting neatly 10 mgd
feak aut of the system every day

out of 3,600 miles of pipe that it operates, 900 miles are deteriorated and there are 250 miles of “highly
rated” pipe where the majority of leaks are located” " \Dunng a cold snap I 12 "
Austin Chronicle, TIose old cast-iron sections o am accounted for 91% of water main breaks. ™

No water system Is leak-proof, but the City could stant by fixing the 250 miles of identrfiably deteriorated *
pipe, a task which would cost $330 miffion, city staff told Councilmember Spelman. That's 3 significant
amount which would require a mine-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 mullion fiung leaks over the next five years, AWU told Spetman, by which
time ever: more pipe will inevitably detenorate.

The Water Utfiny's “Perfect Storm” was eastly predicted  Both peak-day and total water use have been
fiat 1o slightly declining since 2001. Per-household use is down Both residents and businesses are

saving water and saving mongy These trends will likely continue. Rather than increase the damiage fo
ratepayers and the environment, it's time for a midcourse comection and a return to safe harbor

The Perfect Storm' Sethng priorities ot the Austin Water Utility in a ime 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

mountng 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 simuitaneously shifting costs from commercial
ta residential customers puts too high a burden on residential water customers Put off new

construction untd the cost-of service adjustments are complete 1o avord piling ont

rate payers al! at once.

o residential

« Before beginning construction on WTP4, evaluate cheaper plant options that would replace the
decommissioned “Green Water Treatment plant” with a new plant lacated in the Desired

Development Zone and drawing water from Lady Bird Lake.

« Continue to implement water conservation, ncluding aggressive, summertime tawn watering
restrictions, to limit peak-day water use and achieve recently adopted city-wide conservation

goals.

e Pnorttize fixing leaky pipes over a hew intake for new revenue bond indebtedness so that

millians of gallons of water aren’t uselessly seeping nto the ground each day.
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Appendix: The followng data assoctated with the charts in this report was taker from the City of
Austin Bond Prospectus dated November 5, 2009, p 21.

Data for Chart 1- Projected total annuat pumpage {in millions of gailons)’
2009 | 55,385
2010 | 56,289
2011 | 57,270
2012 | 58,301 |
2013 ; 59,350
2014 | 60,155
2015 § 61,242
7016 | 62,349 |
2017 | 63477
2018 | 564,624

Data for Chart 2- Histonc Annual Pumpage (in millions of gallons)

{1999 | 46,822
2000 | 52,194
2001 | 50,140
2002 : 50,883
2003 ; 51,111
2004 | 48,469
2005 | 51,374
2006 | 56,603
2007 | 45,868

2008 | 53,066

Dats for Chart 3+ Historial Annual Peak Day Use {in milhons of gafions per day}

71999 | 216

1 2000 | 227
. 2001 | 243
2002 | 214 |
2003 | 232
2004 | 197
2005 | 247
2006 | 217
2007 | 180
2008 | 227
2009 | 229
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Data for Chiart 4: Projected Peak Use (in million of gallons per day)
2009 | 245

2010 | 248

2011 | 254

2012 | 258

2013 | 263

. 2014 | 268

2015 | 272

2016 | 277 |

2017 | 281,

P
[ 2018 ' 286

Note: This documented was edited Junie 10 to correct non substantive typographical and editing errors
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* Austin ity Countl Agenda e 35, May 13, 2010 The "Fiscal Memo” sccompanying the agenda tem stated the
tnangial smpact to the Austin Water Utiiity 15 ‘seknown” peyond the need 10 hire more conservation personnel,
but the fiscal impact of selling fess water is cigar from the 2010 revenue shortfall AWL will recewve i2ss revesue
than would otherwise be anticipated
* Backup matenal for Water-Wastewater commissioners provided 1o the author by Oty staft from the june 3
meetng of the Budget Subcommittee. “Historial & Projected Accournts {FY Average)”

“ gackup materal for Water-Wastewater commissioners provided to the author by oity staff from the une 3
meeting of the Budget Subrommittes.
* agsurne from the caicuiation n Table 2 that the amount required to pay off WTP4 debt and ather obiigations 1

1 7382 times the 2000 rate, or a 73.82% increase tor resdential ratepayens trom pre-WTP4 rates at projected
tevels of use. Now assume water sales continue to underperform compared to AWU projections, currently
revenues are at §9.78% of projecied amounts Hf lower water use and sales continue along these lines, to achieve
the same revenue level will require 3 rate equal to 1 7382/.8978, or 3 93.6% averall rate increase from 2009 levels
** Bang Prospectus, “Official Statement,” Dated November S, 2009, p. 21
" vpecammendstyan for Counail Action,” Backup matenal, Austin City Council, Agenda ttem 32, 474102
e Really an extra 5 78,957 463, accorging o backup material for Water-Wastewaler COmmissioners provided to
the author by city staf from the june 3 meetng of the Budget Subcommirtee

*~packs and Rer It you build it,” Austin Chromcie, May 28, 2010 3aid PARD director Sara Hensley, “"We have to
53y we can't builg it if we pan't maintain it”
< roamments recorded m author's notes from 3 public meeting April 20 at Concardia University,

" Dffice of the City Auditor, "Audit Report Austin Water Utility Water Loss,” Aprd 28, 2009
" aemorandum ta Councimember Bill Spetman from Assistant City Manager Rudy Garza, “Response to WTP4

e iy 22 2009,pp 10—

;\ Frosen Assets AWU and the Busted Pipes,” Austin Chwomicle, January 12, 3010
e T

The Perfect Storm: Setting priorities at the Austin Water Utility in o time of fiscal cnisis, June 3, 2010

Page 14

P-TC00141



RESPONSE TO REQUEST NO. 15




	page 1
	page 2
	page 3
	page 4
	page 5
	page 6
	page 7
	page 8
	page 9
	page 10
	page 11
	page 12
	page 13
	page 14
	page 15
	page 16
	page 17
	page 18
	page 19
	page 20
	page 21
	page 22
	page 23
	page 24
	page 25
	page 26
	page 27
	page 28
	page 29
	page 30
	page 31
	page 32
	page 33
	page 34
	page 35
	page 36
	page 37
	page 38
	page 39
	page 40
	page 41
	page 42
	page 43
	page 44
	page 45
	page 46
	page 47
	page 48
	page 49
	page 50

