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Tom Arndt

. A o ]
From: Jennings, Bart <Bart.Jennings@austintexas.gov>

Sent: Thursday, June 14, 2012 1:42 PM

To: Water District 10 (waterdistrictL0@austin.rr.com); Tom Arndt

Cc: Dollins, Mark

Subject: Information Requested re: pressure issue

Attachments: Scan001.PDF

Per your request from this morning's meeting, attached is additional documentation.

Thanks for taking the time to meet with us. | appreciate your patience and understanding. Let me know if you
need anything else.

Bart

P-TC00147
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o J,ermings, Bart

8
-

Kl

f From: Jennings, Bart
-; Sent: Thursday, June 14, 2012 1:11 PM
‘- To: Smith, Sharon
Subject: RE: Request for Legal Opinion
From: Smith, Sharon [mailto:Sharen.Smith@aystintexas.gov]

. Sent: Tuesday, May 22, 2012 4:23 PM
To: Jennings, Bart
Subject: RE: Request for Legal Opinion

| have reviewed TCEQ water program web pages and staff regulatory guidance; TWC Chapter 13; and other sources as
available. | have focused on requirements for water supply service, and any specifics pertaining to wholesale

service. Everything | find about pressure requirements and service pertains to public water systems; a PWS serves retail
dustomers, so Austin’s wholesale relationship with a WC!D would not fit within that definition. A PWS is responsible for
"ensuring adequate water service to its customers. If a wholesale customer is not satisfied with its own service provider, |
believe it needs to look to its wholesale contract for service standards.

ater Code Chapter 13 limits TCEQ jurisdiction to wholesale rates; | find nothing there re: TCEQ authority over wholesale
service.

Water Code 13.1395 requires certain emergency operations at 35 psi, and applies, among other providers, to a provider
or conveyor of portable or raw water service that furnishes water service to more than one customer. This might be the
type of language that could be used to bootstrap an argument that there is a general 35 psi requirement to all

providers. Buyt the section is bracketed and only includes Houston and adjacent counties, as far as | can tell. Further, the
TCEQ guidakce Charlie provided re: 30 TAC 290.44 also makes it clear that there is no general 35 psi requirement, but is
at least limited as indicated in the guidance.

Therefore, based on what | have been able to find, | befieve the City of Austin - Travis County WCID No. 10 contract(s)
control on this matter. | have reviewed the contract. There are service requirements pertaining to sales voiume, points of
delivery, campliance with laws - as amended from time to time (which means "current” so | have not looked back at 1990
taw), metering, and City O&M of facilities it constructs for transporting the water to the district. | see no provisions that |

would construe as requiring a particular psi.

Sharon

=

P-TC00148
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Tom Arndt

From: William Abshire <WAbshire@crossroadsus.com>
Sent: Friday, November 07, 2014 11:09 AM

To: Tom Arndt

Cc: Mike Morin; Neal Grubert

Subject: WD10 Dates for low pressure pump lock-outs
Tom,

Dates are listed below for days pumps locked out due to low pressure:

3/18/2014 @ 12:14 pm
4/2/2014 @ 2:17 am
4/30/2014 @ 2:56 am
5/10/2014 @ 5:20 am
6/6/2014 @ 3:59 am
6/12/2014 @ 7:30 pm

Thanks.

William

P-TC00149
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(1) In the same manner that it distributes the costs for their actual usz, or
(2) Under a system which uses one or any combination of the following factors
on & reasonable basis;
) Flow volame of the users;
(i)  Land area of the users;
(iiiy Nuomber of hookups or discharges of the users;
{iv)  Property valuation of the usess, if the grantee has an approved user
charge systemn based on ad valorem taxes "

The foregoing regulatory requirements provide considerable flexibility in how I costs
may be allocated to users or user classes. The distinction made is that U] represents a

cost category which must be identified and addressed in a user charge study following the

criteria specified
4.0 CONSULTANT’S RECOMMENDATION

The Rme Consultant recommends that the cost associated with infiltration/inflow (IT) 10
the wastewater system be allocated to customer classes on & two-thirds (66.7%) customer
basis and one-third (33.3%) volume basis. Further, it is recommended that the number of
customer accounts approach be used for the customer allocation portion. We conclude

that this basis is most appropriste hecause:

+ Since a significant portion of /1 is not directly related (o the wastewater volume

contributed by customers, but rather to the number of customer connections znd the

total length of the sanitary sewage collection system, the allocation of cost
responsibility for I/l should recognize that the number of customers served is &
predominant factor in the amount of ] that occurs in the collection system.

+ The larger 2/3 customer weighting basls is justified on a cost-causative philosophy

recognizing that most I/ enters the sanitary sewer system through defective customer

service commections, pipe joints, broken pipe, cracks or openings in manhoies, roof

leaders, and area drains. The 1/3 volume portion fairly recognizes the greater length

and size of services and frontage mains serving larger commercial and industrial
customers relative to residential customers

o The method based on utilizing number of customer accounts, as opposed Lo
equivalent connections, is administratively more simple and casy 1o undersiand by
rate-payers, and does not require the establishment of wastewater service charge
schedules by meter size.

e The 2/3 customer and 1/3 volume method is consistent with Austin’s existing
allecation procedure on this issue.

5.0 ATTACHMENTS

See Public Involvement Commitiee (PIC) member comments and Executive Comrmitlee

decision on this issue paper immediately following.

PFT of Michae! Castillo-845
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Executive Team Decision on
Issue Paper #5 Inflows & Infiltration

Consnlrant Recommendation:
»  Allocate 2/3 (66.7%) of identified Infiltration/Inflow cests based on number of customer connection

. Allocste /3 (33.3%) of identified Infittration/Inflow costs based on a customer class volume basis. @

FExecutive Team Decision: The Executive Team agreed with the consultant’s recommendation for -
Infiltration/Inflow cost allocation. Black & Vestch will proceed with these general methodologies and e”
detail all specific allocation results within the cost of service model to be presented to the PIC in May.

PFT of Michae) Castillo-651
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Executive Team Decision on
Issue Paper #7 Customer Class Wastewater Strengths

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

Consuitant Recommendation: Customer class wastewater steengths should be determined using the T
“system mass balance™ method based on monitored contributions and estimates of normal domestic @
streagth contributions. The associnted costs should be recovered through the use of normal-strength

volume charges and extra-strength surcharges.

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

PFT of Michae! Castillo-877
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Executive Team Decision on
Issue Paper #8 Peaking Factors

The Execntive Comimittce met and reached the decision documented below on March 30, {999,

Consultant Recommendation: The recommendation has three elements P
¢ Castamer class peaking factors should be determined using the non-coincident demand or “aon- (&
coincident peak” (NCP) method.

«  The customer class non-coincident peaking factors should be calculated using the billing data e
estimation approach (Option #2 in-the issue paper) in the short term for the current cost of service
study. RN

e The Utility's desrmand monitoring program should be re-examined and validated. @

Executive Team Decision: The Executive Team agreed with the consultant's recomumendation for using
the non-caincident peak demand basis and the billing data cstimation approach. Black & Veatch will
proceed with these general methodologies and detail specific allocation results within the cost of service
maode! to be presented to the PIC in May.

The Executive Team also discussed the current hourly demand monitoring program. They recommended
further analysis be completed before any final decision is made on whether to terminate the program,

PFT of Michael Castilio-703
P-TC00153
62




as

P N
AE/ (22
This study is in fulfilment of that requirement. An additional provision of greement

is that the City must allow mpwmdemwusmmmmwvhwandmmmm
the cost-of-service rate sty before the study is presented to the Austin City Council for
adoption.

The substantial Increases in water and wastewater service costs during the 1980’s also
focused sttention on retail rates. In addition to the principal concern with the overali
retail rate levels, questions arose about the equity of the current rats structure. It was
recognized that information on the costs to provide service to different types of retail
customers is critical for establishment of equitable service rates.

Water conservation also became & significant issue during the course of the 1980',
panticularly following mandatory water use restrictions and a moratorium on new service
connections in 1984. Although imposed in response to treatment capacity shortages which
have since been cured, environmental concerns and the cost of treatment capacity
expansions, have prompted interest in the use of rate designs to promote water
congervation, ’ ) -

Purpose and Objectives

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

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

ta

The purpose of a cost-of-seivice rate study is to promote rate equity by
determining the costs of serving user dasses and desigring rates to recover
those costs by class,

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

4.  Implementing cost-based rates will make the City of Austin’s utility rates
defensible. Costof-service ratcs have traditionally been successfully

5. An important product of this rate study is a comprehensive computer rate

medel that will be used by the City in future years to update and maintain
cost-of-service rates.

10011169.PDX 1-2
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WATER UTILITY REVENUE REQUIREMENTS

Revernies to be Recovered [ Other System

o Usse Charges Ravenues

Allocations 1o Service Functions

—-1 Tearsmisslon .+—-;| Slorage h

Treaimen Customel

- Pumping

~~~~~~ Allocations of Costs of Service — —
to Customer Service Charateristics

—-D{ Basge Cosls r

Maximum .
Day Cosls

—>‘Ex1ra Capacily Cnstsr
Maximum

Hour Costs

Allocation ol
Costs e Userof
User Class

Customer Cosis

DESIGN OF
WATER RATES

Figure 2-1

Schematic Development
of Water Rates

PET of Michae! Gastilo-
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Debt Service Coverage

Debt service coverage is revenue collected in addition to O&M and debt service
requirements to provide security on bonded indebtedness, finance certain capital
expenditures, and meet equity transfer requirements. The City's utility revenue bond
wmumwmwmmmﬁmdlﬁ times for prior tien bonds
and separate lien honds (contract revenue bonds are separate lien bonds) and 1.10 times
for subordinate len bonds. The City's financial policies require the Utility te maijntain
debt service coverage ratios of 1.50 times. The level of debt service coverage is &
significant ratemaking issue, because debt servive coverage requirements may dictate
overall requirements for which rate revenues must be raised.

There are virtually always differences between the amount of debl service coverage
required by bond covenants and those actually achicved by utilides. Bond covenants
specify minimum coverage ratios. In practice, utilities strive 10 maintain coverage ratios

@‘ ‘!
~%

in excess of these minimums, both to ensure continued complinnce with the covenants

- -and o assure contirived access O now capital an reasonable terms. For example, if a

utility operated at or near the minimum required coverages, it would run the risk of failing
1o achieve the minimum coverage whenever unanticipated events operated to reduce
farecasted revenues or increase costs. In addition, operating near the margin would
create 8 risk that the utility’s bonds would be downgraded by rating agencies.

In recent years, the City’s debt service coverage policies were challenged by outside-City
customers. These challenges were based on the view that the City’s 1.50 times coverage

policy requires collection-of revenues for discretionary costs™thatcould be tut withott™

affecting the delivery of utility services, In the 1989 water rate case, the Texas Wates
W,Mmmomwmmum,wmaamge ratip of
1.39 times wes adequate at that thoe.

CH2M HILL examined the City's 150 times coverage target compared to other
communities scross Texas and the nation. These surveys indicate that Austin's target is
substantially below what other communities achieve. Additionally, the Utility’s revenue-
based general fund tmmfarmdwpiﬂlomlaqunkemmtsmmrmﬁywchtha:
coverage ratios of approximately 1.50 times will be realized (even if there were no policy
directive to do 50).

If debt service coverage is treated as a residual calculation in determining revenue
requirements (i.e., it only operates o increase revenue requirements if current claims
against coverage dollars are insufficient to generate adequate coverage), the Clty’s
revenue requirements would not be increased because of the current 1.50 times coverage
target. If, on the other hand, debt service coverage Is treated as a primary factor in
determining revenue requirements, the City’s 1.50 times coverage policy will effectively
minimize revenue requirements as compared 1o those that would be established in most
other communities. In the rate study, debt service coverage was treated as a residund

10011 168.PDX 2-14
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that new development pay impact fees designed to recover B portion of the capital cost
of the offsite facilities needed 1o serve new Customers.

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

However, through the cost-of-service project’s public involvement program, several
wholesale customers asserted that the City had required extraordinary capital contribu-
tions from certain customers, These customers claimed that they were effectively forced
to make these contributions due to the unfair bargaining position the City holds as
regional service provider. They asserted that their contributions entitle them 10
discounted service rates, since, in the absence of their contributions, the facilities they
cantriboted would have been financed by the Utility.

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

Z3)

As to the second question, considerable discussion focused an how certain customers’

capital contributions could be distinguished as eligible for credit. Ketail customers have,
as a matter of standard practice, been required to contribute capitsl 8s & condition of
receiving service. I wholessle contributions wese to be recognized in rates, equity would
require that credits be provided only to the extent that contributions exceeded the average
contributions made by retail customers.

An analysis was performed to determine the relationship between the capital contributions
claimed by wholesale customers and what might be termed "normal® or average
contributions required of retail customers. This anslysis indicated that in nearly all cases,
the facilities for which contribution credits were claimed had not been transferred to City
cwnership. mitmldbeinmmamgammeaedhs&rmmmmthot
been made part of the City's system, ¢heqmstiunnfhowma!cuhteacmditmdeemed
moot.

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

10041168.PDX 2-16
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General Fund Transfer

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

The Water and Wastewaler Utility's principal gencral fund transfer is currently set at 8
percent of average annual revenues for the prior 2 years and the current year estimate—
approximately §13.6 milfion at FY92-93 revenue lovels. It has variously been described
as & payment in Heu of taxes, 8 payment in Heu of franchise fees, and a return on
investment. These descriptions reflect the view that general fund transfers are properly
included in revenue 1s in the same way that rate of return or tax and franchise
fee payments are included in investor-owned utility revenue requirements.

Uility transfors are cwkmmmmmmmwmmm
In Austin because &mmfsuﬁqmmmmpam Austin, which is the seat
dmwmm;ndﬂwsimnf‘am pnﬁleudwuky,mdmmnre,fn
»mwmmmmmahmm of real proporty exempt from
praperty texation. Support of general government through utility charges is, therefore,
an effective mechanism 10 Tecover payments for general government services from
institutions that would otherwise be exempt. A survey of similarly situated cities around
the country indicates that Austin's practice is not uncommon and, among cities which
employ such a transfer, Austin's transfer rate is within the range of these cities’ transfer
practices. The legality of sach a transfer us upheld in various courts around the country,
as well as the fact that such transfers are a common public financing mechanism, further
support its inclusion in Austin's revenue requirements and suggest that Austin’s transfer
rate is reasonable.

However, in the lmrmeammlhbTaﬂWaterCmnnﬂnmanﬁy'swmmlk
cmmmwﬁmmmummmmmmmmdmcwsm
power and that the transfar was unrelated to the cost of providing service. They argued
that because they do not live in the City and do not benefit from its municipal services,
they should not be asked to share in the cost of providing those services through utility
rates.

The subject of the revenue-based transfer was debated at length at a meeting of the Ad
Hoc Cost-of-Service Committee. 1t was the Committec's view, with which CH2M HIL
cancurs, that the transfer is properly includible in the Utility’s revenue requirements, and
that all customer classes, wholcsale and retail, should share proportionately in the cost.

10011 16B.PDX 217
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in the regression equation to cstimate water use during 1991 under normal weather
conditions. The resulting estimate was 4.7 percent higher than the actual 1991 sales
volumes.

Based on the weather normalization analysis, actual water sales during the summer
months were increased for each customer class (except in-City single-family, which was
already based on a 12-year average usc per account). The commercial and multifamily
classes’ summer volumes were increased 4.7 percent. The wholesale volumes were
increased 5.0 percent. Industrial usage was assumed unaffected by weather, so 8O
adjustment was made. Outside-City single-family summer usage was increased 6.0
percent. In-City single-family usage was based on historical billing dats which showed
the average use per account aver the 1979-1991 period. This multi-year average was
judged to be a reasonable normalization, so no further weather normalizations were made
to this class.

The rate calculations assume a 1.1 percent annusl growth in sales volumes from the year
foF which usage data were avallable (May 1991 through April 1952) to the year for which
the rates would be in effect (FY92-93). This growth estimatc was provided by the City
based on estimates of short-term customer growth in the service area. The growth
estimate is conservative so that revenues will not be overestimated. The 1.1 percent
growth assumption was applied to all nonindustrial custamer classes, including whalesale
customers that may be fully developed. The potential inaccuracies resulting from not
specifically snalyzing growth rates in cach portion of the service area are judged to be
inxignificant in the averall rate calculations.

mmdmmamm.:mmmcmm&rmwm

wholesale customers for the 12-month period May 1, 1991 to Apqil 30, 1992 was adjusted
to reflect consumption on & calondar month billing cycle.

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

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

and $/15/91 to 6/14/91 were 150,000 and 170,000 galions respectively, the adjusted
consumption for the month of May 1991 would be cateulsted as follows:

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

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

4 S/15/91 to 6/14/91 billing cycle = 31 days

5. 17 days pertained to May = 17/31 or 54.83%

6. Pro rata consurmption from 5/15 to 6/14 cycle assigned to the month of May =
170,000 X 0.5483 = 93,211 gallons

EQUALS

7 TOTAL ADJUSTED GALLONS FOR THE MONTH OF MAY = 70,005
(14 days) + 93,211 (17 days) = 163,211 GALLONS

Peaking Demands

The cost of providing water to customers depends, not only on how much water they use,
but also on how their use occurs over time. The maximum-day and maximum-hour

ing requirements of & water
utility’s costs. Because water ut
users, they size their water systems
during off-peak periods, there are
system. To develop equitable rates,

utility’s customers are an important influence on the
ilities attempt ta meet all the water demands of their
1o meet their users’ peak requirements. Therefore,
usually costs associated with unused capacity of the
the analyst must aliocate these costs to the users in

proportion to each user's contribution to the system peak. Thus, the analyst must

determine the peak rate of use

relative to the average rate of use for each class. This

ratio is called a peaking factor. Peaking factors are developed for maximum-day and
maximum-hour rates of use.

I water meters could record both daily and hourly flow rates for each customer, the utility
could obtain perfect information on peaking factors. Clearly, this is not feasible, because
the enormous costs imposed on the utility could not be justified on the basis of better
results. The City's utility has, however, instituted an hourly monitoring program to allow
it to collect peaking information from a sampie of customers. Currently, complete data
from this program is expected to be available for the period June through September

1992,

Hourly Water Demand Monitoring Data

Because of the unavailability of monitored wa

utilities rely on monthly billing data and system

factors ({.0., maximum-day

and maxamum-hout

ter demand dats, the vast majority of water
mgcmmmmemﬁng@
cost alincators). These estimates, though -

usually developed using well established techniques, are subject to important limitations.
For example, an individual wholesale customer may effectively employ storage facllitics
that mitigate peak day and peak hour demands. This may not e reflected in the monthly

10011 1SEPDX
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billing data used to estimate peaking factors. Similarly, if daily water demand patierns
vary significantly over days (and hours) of the billing month, estimated peaking factors
may mute customer class respousibility for peak day and peak hour demands.

Thee City of Austin Water and Wastewater Unility has begun a water demend momitoring
effort which, mmnwmmmm&umedm
continuous monitoring of 2 statistically representative sampling of customers. Peaking
factors based on monitored usage will be available from this monitoring effort. This
information will represent a significant advancement in the availability of information an
water demand patterns and, correspondingly, will enhance the accuracy of cost allocations
made through cost-of-service analysis.

Hourly monitoring of selected wholesale and industrial customers was initiated in FY89-90
and cxpanded in FY90-91 to include residential and commercial customers. The limited
deployment of metering equipment in FY89-90 yiclded valuable, though not comprehen-
sive, information. For example, the data collected offered evidence of distinct differences
ifintra-class water demand patterns among the Utllity’s wholesale customers. Several
implementation problems including mid-summer lightning strikes, meter vault floodings,
and installation delays, resulted in the collection of limited data during FY90-91 Notably,
meter vault floodings and lightning strikes resulted in the loss of most of the Utility's
residential sites, Those remaining constituted a rarified sample from which customer class

peaking factors cannot be inferred.
The avaflability of limited hourly monitoring data presents several options for cost

collected to ensure statistically valid representations of customer class peaking
responsibility. The advantage of this option is that a standard methodalogy—billing data
estimation of peaking factors—would be consistently applied to all customer classes. The
disadvantage of this option is that it largely ignores data that {s available for a limited
number of customers. Insofar as the analysis of billing data is an estimation procedure
for monitored information, it could be argued that the available monitoring daty is the
best possible “estimate” of peaking factors.

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

A third aption for the development of wholesale customer peaking factars is suggested
by the possibility that monitoring data on oge wholesale customer may be used 10
represent the water demands of similarly situated whalesale customers. If so, monitored
peaking factors of comparable wholesale customers, adjusted for differences in monthly
consumption, coukd be assigned to those customers for which monitoring data is not
available. The principle advantages of this option are that it uses al} available peaking

10011166 PDX 3.7
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factor information, preserves the relationships between whalesale customers indicated
by billing data, and consistently applies a singic methodology. Significant disadvantages
of this option are its tenuous assumption of comparability among individual wholesale
customers, and its awkward synthesis of billing data and monitoring data.

The peaking factors developed under each option are presented in Table 3.2, The
Project Team evaluated each of these options considering the fact that relative, rather
than absolute, peaking factor values are most important for cost allocation purposes. This
consideration led to the conclusion that preservation of the relationships between
customer classes indicated by billing data was of primaty importance—3a conclusion which
secured consensus agreement of the Ad Hoc Cost-of-Service Committee. Peaking factors
developed by Option 1 methodology is used for the development of rate options largely
due to the inherent problems in assuming comparabitity amang wholesale customers.
Sensitivity analysis of the base case rate option was performed vsing Optian 3 peaking
factors (see Section 6),

‘As of the end-of July 1992, 1iost of thie implementation problems Of the Ulitys hourly - :
water demand maonitoring program had been rosolved. This presents an opportunity for @
n:‘tbm-mﬂmammuﬁngmwdemnd data collected during the

summer of 1992,

Peaking Factor Estimates

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

(CiwtComnp.DnrﬁgSymnMaM_hlx (System Peak Day Rate Flow) .. Moximum-Day
(Av. Month for Class l) (System Max. Monsh Rate of Flow) Feating Facsor

(Cht&m.mumucumﬂ)x (System Peck Nour Rate Fiow) _Mm-!lm
(Av. Month for Class () (Syrtem Max. Momh Raws of Flow) Paaking Factor

The estimates of maximum-day and maximum-hour peaking factors for each class

calculnted under Option 1 are shown in Table 3-2. The maximum-hour peaking factors

for the customer class ranged from a high of 3.43 (Hill Country Utilities) to a low of 1.49

&n—(ﬁty large Volume/Industrial, Outside-City Multifamily, and Village at Western Oaks
uD).

The peaking factors catimated are for coincidents! peaks. This means that the estimates @
of maxdmum-day peaking factor measure the probable ratio of each class's use during the

system’s peak day, to each clasy’s use during that clase’s average day. Similarly, the
maximum-hour peaking factor is based on the customer class’s use during the system’s
maximum-hous. Thus, the peaking factors estimated in this analysis are the expected

peaking factors for cach customer class during the system's maximum-day and maxdmum-

hour.
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Capital Improvement Program expenditures in any given year are financed through
existing CIP fund balances, bond proceeds from new moncy issues, and current revenues.
Importently, a significant portian of projects required in a8 particular year may not have
available bond authority. For example, transmission line relocations in conjunction with
state highway projects are typically not debt firanced. These projects must be funded
through current revenue transfers ta the CIP. Furding of remsining projects is guided
by coverage fequirements, cquity financing constraints, and economic considerations of
new bond issucs. If required current revenue funding of CIP projects does not resolt in
excess coverage, projects for which hond autharity is available may be equity financed.
However, as has been the case in recent years, the Utility's FY92-93 requirements
generate debt sefvice coverage ratios slightly above the 1.50 coverage targel, largely &s
a result of required transfers to CIP funds.

Table 4-2 shows the Utility's actual capital requirements fos FYS0-91, known and
measurable changes in costs, and the FY92-93 requirements.

- Revenue Bonds

The largest capital cost item is debt service on utility revenue bonds. The FY92-93 debt
segvice requirement on utility revenue bonds is about $27.3 miltion. This requirement
is net of debt refunding and defeasance savings and application of funds from the Utility's
Debt Management Fund. The known and measurable changes for utility revenue band
debt sevvice refiect the effects of defeasances and refundings, as well as the normal annual
changes in the scheduted debt service. About 2.6 million (almost 10 percent) of the total

Contract Revenuve Bonds

The City's FY92-93 debt service requirement on CORTTACE revenuc bonds is about $3.9
million. Contract revenue bonds (CRBs) were issued by the City to pay for capital
impruvements that would serve Municipal Unility Districts (MUDs), but would also have
sufficient capacity to accommodate future growth outside of the MUDs. The City entered
into agreements with each of the MUDs, which specified how the debt service costs would
be shared between the City and the MUD based on the projected use of the facilities.
mcaawmmmmmmwﬁﬁq’s rmmmmqnimnﬂureﬂecbm!ytheﬁty‘s

of the debt service on those bonds. This requirement is also net of savings
resulting from debt refundings end defeasance and interest income earned on excess
construction and reserve funds.

Municipal Utility Districts with outstanding cORtract revenue bonds for which the City
puys a share of echeduled debt service are as follows:

’ North Austin Growth Corridor
. South Austin Growth Corridor

100114CTIDX 4.8
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Table 5-1 shows joint and specific O&M costs for FY92-93. The joint O&M costs of the ;
water system are about $25.1 million, including about $632,000 of revenue-based
allocations. Costs allocated to retail customers only are about $11.7 million. 3

Capital Costs

CH2M HILL analyzed the Utility's plant-in-service and received input from Utility staff @
to determine joinl and specific capital costs. As with O&M costs, all capital costs
m&ﬂﬂhmmmﬁmudmmwcﬁmanmdﬁcwwmﬂmm =353
Mast of these costs are determined through the functionalization process (see discussion

below). Table C-2 in Appendix C shows that Lesk Detection cosis were immediately

identified as retail specific costs because all Leak Detection activities occur within the
distribution system. 1t is important to note for this smalysis, water lines that are 24 inches (M
mmﬁmmwammmmmmmnu L‘_fj
tnches in diamcter are considered distribution fines. Table C-3 shaws that the Fyoz93 L 2z
requirement for Leak Detection projects is almost $1.0 million. 7. ol

Table 5-2 shows the Water Utility's FY92-93 capital costs net of nonrate revenue. In -
FY92-93, the net capital costs allocated to retail customsers only is about $3.6 miltion, and E
joint costs are about $40.1 million, Including $6.9 million of revenue-based allocations.

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

in this section

Allocation to Service Functions

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

categories are described separately below.

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

1. The first phase was directed by the Utility Finance staff and
obtained information from the Utility and Public Works Department
project managers. The Utility received functionalization criteria
from CHIM HILL to assist thic project managers in determining the
functionalization of each of the projects. The project managers
were given workpaper forms for each CIP project they managed to
be used to document their response. The Utllity used these forms
(o enter data into the COS CIP Project Database.

2. The second phase was completed by CH2M HILL enginecring
staff. The Utility provided CH2M HILL with printouts of the Cos
CIP Project Database showing the project number, project name,
and the functional parametess. _The functionsl - percentages ont
projects that had been functionalized in phase one werc included
for review. The remaining projects that had not been functionalized
were also fisted. CH2M HILL reviewed the projects to determine
the functional percentages. This process took spproximately onc
month. The COS CIP Project Database lists were returned to the

Utility staff for data eniry.

After the Utitity had initiated the CIP projest research, it became apparem that the
Urtiity would not be able to identify which specific CIP projects were funded entirely or
in part by issued revere bonds. Recards of funding sources on individual CIP projects
could not be readily tracked from the City's financial system. Therefore, the Utility and
CH2M HILL were faced with & decision on how to best functionalize revenue bond debt
service using the available CIP project information The process by which revenue bond
debt service was functionalized is demiled helow:

A Although the Utility staff was unable to determine which specific CIP
projects were funded using Issued revenue bands, they could identify the
total amount of revenve bonds ihat were issued for a specific bond
authority proposition. Therefore, il was decided that rovenus band debt
mkcminnnmﬁNwouMbebmd updnmcwﬂlbondaumomy
propasition functionalization.

B, The COS CIP Project Databasc was then soried by bond authority
proposition. The total expenditures for cach CIP praject listed within the
proposition were distributed to each of the functionsl parameters based
upon that project’s functional percentages identified by the project
managers or CH2M HILL. For example, if a specific Water CIP project
was functionalized as 95 percent teansmission and 5 percent fire protection,
then the total expenditures for that project wese distributed to the
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respective functional parameters based on the identified percentages. The
resulting functional expenditures for each bond authority proposition were
tataled for each functional parameter. The overall bond authority
proposition functional percentages were then calcutated by dividing each
functiona) parameter total expenditures by the total propaosition expendi-
tures. Printouts of each bond authority proposition showing 8 list of CIP
projects, total expenditures, functions] percentages, and the overall bond
authority proposition functional percentages were completed as documenta-
tion.

determined the excess reserve capacity debt service requirements, an
allocation of issued revenue bands pertaining to excess reserve capacity was
determined. The Total Issued Revenue Bonds were reduced by the
allocationof excess Feserve capacity issued bonda to-produce the Net issued
Bonds for each of the bond authority propositions.

D.  The Net Issued Bonds for each bond authority proposition was distributed
to the functional parameters by using the oversll bond authority proposition
functional percentages calculated insection B. Eachfunctional parameter’s
Net lssued Bonds were totaled. Revenue bond debt service functionaliza-
tion perocntages were calculated by dividing the Net Issued Bonds for each

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

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

Table C-5 shows the amount of joint costs allocated to each service function. Treatment
is the largest function in terms of cost, representing almost 50 percent ($19.0 million) of
total capital requirements. The smallest portion of system capital cOSts are allocated to
fire protection, these costs are about $135,000 in FY92-93. Table C-6 shows the
allocation of retail only costs to functions. All of the costs sllocated to retal customers
in this table are disteibution costs. It is important 10 pote that fire protection costs arc
also retail only; however, they are allocated to retail custamers following the allocation
of costs to customer service characteristics discussed later in this section.

1O01I4ATIDX 5-8
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Capital Costs by Customer Service Characteristic

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

Table 5-2 shows that more than $21.8 million of the $47.3 million net capital costs are
allocable to base demand and more then $10.9 million arc related o maximum-day
demand. Maximum-hour costs and contract revenue bonds are each more than $3

million.

Allocations to Customer Classes

The costs by customer service characteristic (Tables 5-1 and 5.2) are aflocated to cus-
tomer classes based on the proportionate usage levels of each characteristic by cach class.
Joint costs are shared propertionately by efl classes. Retail costs are allucated only 10
the retall classes based on their respective proportions of each characteristic.

Contract revenue bonds are allocated to each class in a-slightly different manner, The
contracted debt service for an lssuing MUD & considered the catire debt service respon-
gibility for that MUD. The MUD pays none of the City’s share of the debt service on
its own jssue. Hawever, the MUD does pay its proportionate share of the City's debt
service on all other contract revenue bond issues. Retail classes pay their respective
shares of all the City’s contract revenue bond debt service requirements. This method
is used because the City's shares of these debt issues were for facilitics providing general
system benefits. However, the MUD's contracted shares of their issues were initially set
based an the total use (benefit) that the MUD would receive from thase facilities.
Therefore, allocation of any of the City’s share of that issue to the MUD would result
in the City overcharging the MUD.

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

Net Costs by Class

The allocated costs by customer class are summarized in Table 5-3. The in-City single-
family class is responsible for more than $39.9 million of net requircments from
ratepayers. This amount is about 47.4 percont of the tots! requirements from rates.
Commercial users inside the City are allocated about $17.1 million, and large volume/
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Tssue Paper #4 February 15, 2008
Customer Classification Page 4

Common Data Limitations

Customer class peaking factors serve as the basis to allocate functionalized costs to each
customer class. Cusiomer class peaking factors are bused an peak-day and peak-hour
demands. These demands are not typically available on a customer class level. In fact,
usage data for individual customer classes are typically available only ona monthly basis
(ar in some cases, less frequently.) Nonetheless, estimates of peaking factors by
custamer class can serve &S & proxy to assign functional cost companeats in an equitable
manner.

Method of Prorating System-Wide Peaking Factors

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

. 4

" > o G CTIATICAY) 2 ey a0 BT LF: 4 1321 il .
reasons, AWU abandoned its daily and hourly meter-reading program. T,

N
Published data from camprehensive sampling programs may be used to develop estimates N
of peaking factors by class. However, these data are often specific to the climatic and )

demographic conditions where the studies are conducted and gencrally do not provide
adequate information for other utilitics.

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

¢ System average-day demands

» System peak-day demands

s System peak-hour demands

s  System peak-month demands

» Customer class average-month amd peak-month demands

The following formulas are often usec:

Class Peak Day Foctor = ——— 2
ass Peak Dy Hactor (C‘lanAvcmgeMvthemand System Peak Month Demand

Class Peak Month Demand , Svstem Peak Day Demand ]

And:

Class Peak Hour Factor = ( (lass Peak Month Demand v System Peak Hour Demand J

(lass Avemée Month Demand System Peak Month Demand
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Issue Puper #3 January 15, 2008
Wastewnter Cast Allocations Page 12

«  Number of connections. Uinder this approach, /1 is attributed to custorser classes
based on the number of connections each class has within the wastewater system.

« Land Area. Since U1 is often introduced ima the collection system, and the
ultimate length of pipe in the collection system is based on the total aren served,
land area is available as a method 1o atlocate and recover 171 costs.

» Property vatues. For systems that have 11SEPA approved system of rates based
on ad valorem property taxes, properly vaiues may be used to allocate and recover
I/l costs.

Other Observations

The approaches used to altocate end recover 1/ costs vary from utility to utility. Some
utilities base the allocations of 17T to customer classes based an a combination of the
factors listed above, Other utilities use only one of the available methods.

The primary differences in the methods of allocating and rceovering 171 costs ave based on
different philosophies. Some analysts eonsider 1/ cost as another element of the
wastewater system that must be managed. And since VI generally affects the fow-related
unit processes the most, the cost associsted with I are then allocated based on a
customer classes’ flow. The cost of mitigating 1/ are often incurred lo augment the
hydraukic capacity of the treatment plant and portions of the conveyance system.

Some analyst attempt 1o allocate the source of I/l back to the customer classes. In some
cases, 111 is assumed 1o occur primarily in the collection system and st the point of
cannection of customers’ services To ThE Sewer Taterals. Underthis-assumption, analyst

—

. -~ AV El Q;g}t_@il on @ per custamer basis. —

" AWU is unique since much of its major conveyance systems have hisiorically be placed
within natural creeks and streams. Although this placement may maxitnize the use of
gravity o convey wastcwater, it likely increases the U] of the major conveynnce systems,
This unusual circumstance suggests that 11 does not correlate well to the nusnber of

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

{. Which is the most appropriate overall method for allocating costs (i.c., design,
functional, or hybrid basis)?
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contributed volume of cach class is generally based upon wastewater winter average billing
records that exclude estimated water use not resching the wastewater system, such as that used
for tawn sprinkling and car washing.

Based on a histarica! snaiysis, it is estimated that the amount of flow entering the sewers
through infiltration/inflow wiil average about 15 percent of the total wastewater flow reaching
the trealment plams. Bach customner class should bear its proportionate share of the costs
associated with infitteationfinfllow as the wastewater system must be adequate to convey and
process the totat flow. Recognizing that the major cost responsibility for infiltrationvinflow is
sllocable on an individual conmection basis, two-thirds {66.7%) of the infiltrstion/inflow
volume is allocated 1o customer classes based un the estimated number of customer connections
with the remaining one-third (33.3%) aliocated on the basis of contributed volume. The
allocation of V1 on this basis to customer classes is shown on Table S-12.

The respansibility for collection sysiem capacity cost varies with the eslimaied peak
flow rates of both contributed wastewater and infiltration auributable to each customer class.
Infiltration/inflow is estimated 1o comprise about 30 percent of the total peak flows.

The BOD and suspended solids responsibility of cach costomer class 15 based on
estimaled average domestic strength concentrations and contributed wastewater volume for
each ciass. Edlimaed average BOD and suspended solids concentrations of contributed
domestic sewage are estimoted to be about 144 milligrams per liter (mg/l) and 200 mg/l.
respectively, for all customers excluding industrial users. Becanse of the pretreatment effors of
these customers, their strengths are estimated to be 77 mg/ for BOD and 82 mg/l for suspended
solids. An average infilirationfinflow strength allowsnce of 40 mg/l for BOD and 95 mg/ for
suspended solids was also used to balance total wastewster loadings contributed by normal and
cxcess strength users with the total wastewater loadings received @& the wastewater treatinent
plants.

The BOD and suspended solids strengihs that are in excess of normal domestic imits of
200 mg/l are assigned to the surcharge customer ciassification s shown on Line 22 of Table S-
i1 The estimaics of excess strength quantities for surchirge customers are based on a detailed
anslysis of extra strength data provided by histoncal surcharge billings of the Uility.

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

8.4.3 Customer Ciass Cost of Sarvice

Costs of service are distributed among customer ciasses by application of unit costs of
service o respective service requirements. Unit cosis of service are based upon the total costs
previously allocated to functional components and the total number of applicabie units of
service.

g-18
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Questions await coming debate on water rates

Posted 700 pm Tuesgsy Marcn 4 2014

By Editonal Bosrm

Our response to last week's American-Satesman siory that Austins

suceessful water conservauon efforts imight force the ¢iny s water wiliey | s‘ 0“0 ﬂﬂ 00 /0 ﬁpR
A .

to significanty rarse rates was stmilar 1o yours: shouldn't we be saving LAY
e

momey if we're using Jess water?

In this Section

WLREE S e kgl VGED P FODIT DReS ANT SELLE T

As the Statesman's Asher Price and Marty Toohey regnated. Austin
Water ks fusimg revetiie becatse (15 Customerns are using less water The TR
revenue decine - $27 midlion below hudger projections m 2003 and $10

. ! . Tergs w I morenhan faloes {70 v ey
million betow projecaons in the firs yuarter of this fiscal year. which e ‘ s Ak

peasadBrigl pal
Bepan Oce 1 - comes despage the doubling of vates vwver the past 12

| VEATS LT ol g8 wode lapturde on spentho) Tae MEnEY

Sor e S Oh0g

1 ofh

The wilins 16 Working out a rate-increase proposal 1o present 10 the Tty

ety wrues 28 DeLard HGCE 1 2RSS

Council this spring. The warer utilin s direciod Greg Meszares, told TeedE
Price and Toohey tha rates wight have o rise by double digms. This

e ; . e Davo Feepies 10 oemde UL sINonh-2358
Was S[UNKBINE NEws N
Austin reskdents are to he commended for taling consenation Ieet Ny LOMTTLES N HIBYE Lauily QT Re
seriousty Austn’s single-day water use peaked m August 2001 4t 240.4 & A=

million gallom, and 1ias been declining ever smee. Meanwhile. Austn's o tesm sefeats Seatie Sl EpsTnEn
population has greavn by 20.5 percent, from about 670000 residents m nest hasehsell game
2004 to B43.000 ey To put 1t another way. as Price and Tovhes

. CyEgpry WinGmen proghhnd hegrng WIRDE Wb F
reported. per-person water use i1 2006 averaged 19 gallons s diy, last Fr sanad i

vear, daily per-person use was 136 gllons
Wy Kardnsr av reparetly pREguas Wittt e
- . - il

This is virtuons behavior (o be encouraged and fostered. Yet ow !

readers have told us in letters and online comments they feel a though Fam e udae o hea 2 hook FRprie (ST TAL

6 572014 3:00 PM
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they are being punished for saving water

The utility says it underszinds our readers’ responise. bt answers that
everybody keeps using water even as they use tess of it and there are
rints assoctated with getting water 10 every CUstomer The utility saves
muney on pumping md reatment Costs whien Custime?s ise less
water, but other costs in the uiliey's budget  water and sewer line
TepaTs, equipmnent maintenance. and dobt payments - are fixed.

Which brings us o Water Treamnent Mant Mo. 4, the conroversial. 8504
mllion faciiny huing banlt near KM 620 and RM 2222 in Nortiiwest
\uMin Some opperients uf The plant saw 3 Jld-YOu-so mument in Price
amd Toohey s report, Crivics of the plang had angued thit conseTvation
cussild make Water Treatment Plant No 4 unnecessary A new reatment
plar eventually would he needel, they said, but i could be smadter and
hubll vears from new after the uriliny firse focused on replacing leaky
fupes and encouraged even more conservation

Critics said Water Treatineniz Plant Su 4 would result m 2 rate merease
sisbstantiathy larger than oiey officials were saving wintld be necessary
The Save Our Springs Alhance, for example. putout 5 1epert in June
010 fovecastmy that resdental water rates could nearh doubie n
205 to pay for the new water rearment plant

Supporters of the plant - we were among them - said the plant was
needed o ensure s rpidhy growing Austin had an adequate haure
water supply There perhaps was exisuny oesmment capaiity [of
another couple of decades, bt was better W build a new plant now
while construction costs were relatively law Tather than wait

Plus. 1t was argued. builidmg a new plant now could stave off ¢risis
should ore of the city » two existng ptants, built i 1934 and 1969,
needed to be shan dowr i lengthy repairs. Once operationil. the new
peatment plart woukd aliow Sustin Water to rmake life-extending
uperades fo s older plants

We have been consistent supparters of the ity consenation effore,
and st a couple of occasions have critiized city officials for it gony
far enough  we Bvor making the Ons IWTHEWRECIRE TESINCUONS
permanent for exampde Bur we and others didm't think conservation
ultimately wong be enowgh 10 meet the oTy's fulure wates needs,

1t is pointless w reargue Water Trearment Plant No. 4 The plant is beng
huitt and remains on rack to begin operating this yeus

There s merit, Boweves, in exploring guestions ssrrounding bow the
plant was sold o the public. We also find meritin asking how unliry
afficials failed w properiy and adeguatels account for consenvanon's
effect on demand. And s ke qresoon (o et around as we begin 1o

PN 6572014 300 PM

P-TC00176
85



uestion» awaif coming debate on waler rajes WWWw My statesman com

TafR

Rp: Www [ SIAteSTAN COMY News new S5 O JUESTIONS-3W Akt~ .

debate 2 rate increase s, what happens when the uglity rases i rates?

For ome, people will use Joss watteT As we now are fully aware. when

people use less water. the ity s bottom Hae suffers and the witity has

o robse Fazes. \ wan s to he tound 1o manage this spiral toward mere

hurdetisome mles

We will be asking these and other questions 4s Ausin \Waler THnes
roward a rate-increase propasal and the Uity Counedd begins debating i
The answers will be nesded as we plan for the regin’s econormic and

water future.

Be sure 1o read Thursday’s View paints for our vicw on Tuesdavs bl

am<d statewide primary election results, or nead us online at
WWW.SIALESIEN . COML.

PREVIOUB: NEWS
City of Austin in talks to buy Grey Rock GO..

By Mty TTOnBy - Srnere an-Simeserar SA

Popular on MyStatesman com

G058 T progeey 1ax £y At Dush Sooo' N A AN Rad

7 ameyt it RO e (NORESS Y §OT quiion Auste S gy Daahleg
Top Teads snaigy GHREEal waiie Step Dack gt Wid Poswer Bl
riew Selade emenge o Dell Madg 02 Sonosl Lotomg

» Cames Auln 2074 cOMPETHONS kK S @t T onaivess hallpe

All Comments (3)

Comment(s) 1-3 of 3

Clalre-Standigh

NEXT: CRIME & LAW
Police looking for cafe robber in North Aw..

By aube Chang - Amencan-Stauessan Sl

Post a Comment

Report

Parhaps the Cry should start giving hefiy rebates to those proud Austin homegwhers who install 3

property-wide automatic sprinkier system to Keep thew fawn full of thirsty, non-INdiginous St Augusting grass

beautiful and green all summer long

TaYpor Wy 4 24
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Why drop in water use could cost AuStin CUSIOMETS rerex A A A

more

Posted: § 17 pm Monoay Fat 24 3034

By daher Snce ang Mamy Tretey - Ammerican Statesman Stef

Austin officials 51 residents have done such 3 good job conservilig
water that the oty faces a commdnmm People aren't Ingying enough
water 1o keep the delivery system i the black

Thie Austin Water Urdhiny took a SiG mifhicn hil th water sabes for the first
few moniths of this tiscal vear. on top of the $27 million woss w logeed Lt
vear. Correcting thar shortful conld requore new. hugher “drought rates”
that raise muore MORG Ven as peopie Lise less water, according o the

city.,

Urlity execurives told the American-Statesman thev are diScussing new
rate seructores that could be proposed this sumimer. Oue idea is rates
Tt ———r——

that rise as the lakes thar supply Austin's water shrivel. a conceps simihar

(o one Dallas has adopted \sked whether the rate imcrease wold be

m;y director Greg Meszaros didnt rule the
possibility enst To balanime (ts bools, the water utiliy also mav deepen
miternal cuts,

I a sense. Austm has been a vicam of its oWn success: Austinites have
been reductug their water consumption . which means the city has
coltected less money from them . which 15 leading any officials o
~randude rates must fse 1o bring in the money necessary (o fund the
A0 ent of costs that wilfity executives sav are “fised,” such as debt
\'\ _p_v{nems and some eqripTent Mantenance

¢

~For & CUSsIOmeT i can be counterimuitive” that water conservanon
causes higher rates. Meszaros satd. ~But ax we rediice water demand we

of 8

0¥l

In this Section
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reduce reveriue and g lop of the costs of our operation canne be cut.
roen basebal QaTet

We're just net hutht to absorb £77 muillion n lusses year after yeat’

This sitigation may sound vagaely farmfiar  after all Austin has been

aeadily raistng raies for more than a decade o pay off o .
b Lty mOARTEED PEROTIEHY rReanant st

investrments, sich as a $400 milbon, tederally manudated upgrade of the U
sewer systermn 115 ot unigue 1o ALstin, elther; citles across Texas have
PiochiieLib:d diatn iy
250 ratsed rates substantially as the drought took hold. Earmim wai3s 1o hear sepowe Frane ensal Tase

Anyene who has iooked ar Lake Travis lately saw 2 powertul arguiment
for conservatins Lakes Travis amd Ruchanan, which are the main water
suppties for Central Texas, are only shout 38 percemt full That &
approaching the all-tume hvw of 30 percent with SUfmer yes 1 ceame
Nearly evers water official siys the region is i a orisis

}argely because of conservation efforss. Ausiin homes and businesses
have used less water each vear since 2006, despite population growth
and hard dreughrs Utitiry officials say the main reason is the
ance-iweek wateTmg restriction. winch Meszares said witl prohably
not be lifted for vears Udlity officials also credu public education.
giveaways of low-Tlow toflets. rebate programs and the current rate
structure, which includes progresshve “pered” rates infended (0
discourage prolligate water use

n the 2006 fiscal year. per-person Water use in Austin averaged 190
gallons a day, in the 2003 fiscal year. ddaily use had dropped to ti6

gallons per capita. A more sophisticated analysts. which uses a five-veur
averagetnsmooth out unusually wet and dry years. shows a similar
rendll tkewise. the ! amount of water purnped by the water anility
paked in 20007

Even the swmmer scorchers of recent years tiaverrt changed the basic
i tre

-1t used o be that in dry vears, water wilify Tevenues would go up and
i wet vears it woudd go down 105 stilt henwTs 1 WET WeRrs. DL Tiow it
also is dowvn e dry vears” said Dary! lusher, an assstant director of the
water Wity who oversees iTs conservation efforts

The revenue shortfall is happenmg despie rates that have more than
Jdoubled over the past 12 vears. And it is happening despits ne of
Anstier's worst-kept secrots: Suyne ipuses are Walering during days on
which watering 1s not altowed - and producing revenu the city would
riot be collecting were it enforcing #ts consenvagion rules more
vigorousty

Fiscal conservatves guestion whether the il shonld cut rebazes and

sther programs that kneecap revernues. Environmental activists sav the )
v should mor have addedrriearly a bitlion dolkirs wor of debt, to be 7 e,
Tafg 652014 2:54 PV
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[ trving to persuade his Cay Council coliexares to be more cogpizant of

]

paid back over 30 vears for & water-trearment plant now under
consgrucnon, particutardy &t 4 time when citvwide use is declinmg

tor vears the €y tad also grven developers steep dISTOURTS B0 \xazer\
and-wastewater hookup tees. 3 practice the Oy Courwd recemtiy
concluded shoul! be curtailed because u pushed water-urby costs /
o everyone else -

m Lew Leffingwell recenty alhuded 1o nouvital eXpenses wiiile

the city’s bottom hine. Leffingwell noted that a lew vears agn. the

council decided o usy Austin Water Uity revenie to roatntatn the
fationes Canvonkands Preserve, 3 high-profile nature conservadon
affort, “because that's where the moncy was”

Te deal with the expected budget crunch the water utility has begun
cutung ts plans mclude redwing conservation advertsing: hirmg
fewer consuliants 1o felp fashion conservation statagies; sipung fewer
conmacts, such as those for leak detecnon and assessatent of the

utitny s water disgribatin systemy; creming less-genermus rebate
programs; and deferving maintenance of pomps and other equipment
fut urlim execumives expect those cuts to vield onky about §4 5 mllion
I Savines

Last vear, the utility dealt with the 827 milhion shonifall parts by
refinancing same of its outstandimg debt which saved abour 35 mithion
said David Anders. ap asststant director who oversees 1he unlinv's
finances. The rest of the shocdall was covered by borrowing muney o
finarce SoMe CoNSETLCToN projects, tnstead of paving for thern with
cush. Meszaros, the unhity director, said it may do an even muote

pronounced shift from cash to borrowing in the coming yvears, which -
winld save money i the shors term but adds inferest pIVImETITS. é_ﬁ/}

Meszaros sidded that (he utliny s lookang o save MOTE MONEY b\-\
delaving more constaction 3 UEnAnce PRERCcs

[
i

/N
“When we're i a cash crunch, that's ome of the big knobs we can turn,” )
Meszaros said

Expert reporting

Marty Tootrew has written about toeal government sipce 2003, ared has
reported on Austin City Hall since 2000 He has taken m-deprh looks a
how Austn Energy revente supports the oty hudge. the rise o
government pension arud healt b czre costs and the combined burden of
yvarions local [3x entinies On ares property owners.

By the numbers
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190 Average daihy water use I gallons, per person in Attin i 2006
136: Average datly watet use. in gaflons, per person in Ausgn in 203
$27 mUHon: Shortfall u Austin Water sales hast year

$10 miflion: Shortfall m susan Water sales for the firse gquarter of this
vear

Source Austin Water Unlity

PREVIOUS: CRIME & LAW NEXT: NEWS
Memarial fund crcated for slain Chinese (. Lake Travis High School band aces its natl...
By Juse Charm Arrencan Samsract St B¢ MeagE B Tbosaa Arvancan Simasrar S

Poputar on MyStatesman com

Grge o propety tax b3 aere pash rafeT an ADETEIEAT
Caneeens Mt Sver Fropased BT rmilnn ALgnn F ety taadderg
fop Texas energy Hoa wanie Slef ta fremy winn powest Bbssdy
¥ Foames Austic IH14 noimpetvons bk of 3t Songress Palmoc

Tewas GO mrag aer at oacts ol Farry & legacy

All Comments (9) Post a Comment
Commentis) 1-9 of 9
[ | soTswr Repart
L |1 syspect this g the new nom | sense a Hurncane banys for those 1 in 10 year events whese lha lakes are
recharged and AWL can revert tack 1o conventional operations and maintenance costs
Of coursa the developers will keep on buliding until we shut them off from water for santation and fire
protection
4B Fep 24 2013
777 OudBlowhard Repan
I, _.| Layoffthe deadwood in the admmistraive suttes and cut the pay of the ones who keep jobs Make Slusher
1 AFR 6/52014 2:54 PM
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the manager He has succeeded Don't even THINK abou! screwmng the people for conserving recious water
and hard-eamed money i the present Crty Coundgil can't deal with it the rew one will

487 3 Fer 25274

ey

[ —— T
T | educated g Reoar

Poot management amfj 1ack of foresigh{ has sunk our boat

£ a5 s Feh 2 2014

] eiliBunch Report
oot
| Aystr a “victim of s own success™ This 1 what 1s called revisionsst hestary

Austin water ratepayers are vichms of pork barrel politics at its worst and 2 failure of inegrity and leadership
trom AWU director Grag Meszaros from his Doss, City Manager Marc Oft, and tfrom his boss, a narrow 4-3
city council majorty that includes siting Mayor Laffingwedl and counciimembers Mike Martinez and Shery!

Cole
s R
e s ",

The “Save Water Save Maney" coalition of SOS Ahance. Austn Sierra Club, Clean Water Actron, and

[ Environment Texas documented for two years runmng that water use was not increasing as Vater Utiity
directors msmsted, such hat busding the “Bifion Dollar Mistake on the Lake™ water plant was a total wasle of
ratepayer funds. We documented that it would lead directly to the rate trap that we are in nght now 1t was att
crystal clear from 2008 through 2011 before construction on the plant began It was clear that Austn Water
nad & finance and water waste probiem not a treatment problem

J—

Sut the Austin Chamber the Reat Esiate Counail, the contractors, and the Statesman aditonal board all
ignored the facts that were clear in the Water Utility's own data and fali for the scare tactics and
misrepresentations of Meszaros and Company

Austinites are saving waler because rates have skyrocketad and they care about our city and our planet They
ate saving despite the incompetence of oty management With yvater Treatment Plant No 4. Meszaros, Ot
and Lefiingwell led Aushini over 8 cift Sormeona should be held accountable. Price and Toohey should tell the

truth
oZyem Reb JF LU

% . Gritsforbreakfast Repott

|

s Gee. it only this could have been predicted when the Statesman Chronicie and oty council were pushing 3
~ hatt biihon dollars i cebt for a water treatment plant we gign't need Oh wait, if was, in detail

e

/ - RN
;,'" hitp-Awww sosaltiame.orgﬂiie—ﬁbtaw!doc_viewﬂSO«the—peﬁec&-stom}-seﬁmg-priomie&at-the—aushmwaty

@ utiiity-in-a-tme-gt-fiscat-cnsts

J To blame massive rate hikes on the pitance spent on rebates o the Balcones Canyoniands Preserve 15
shockingly disingsnuous Some entarprising reporter should compare Leffingwi!l and Meszaros’ commsnts
- today on the topic 0f water rates with the mendacious foolishnisss they were spewing when they wanied o

S afR 6572014 254 PM
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Vhy drop o water use conld cosl AUSTN CUMIOIMER: MATE W W NS B Wi 11y SEatexmian, COm new s Tiews why-drap-n-water-use-ro

[N g -3

build WTP& This was ail both prediciable and predicted

The snviranmmentalists apposing all that new debt were the real “fiscal conservatves * Leffingwell ihe
Statesman. Chronicle and other WTP4 boosters all owe ralepayers 3 tg mea culpa

TominAustin Repor

Hey boss whal's up? These pecple are cutting back water use so much we carv'l rake in 8 profil ke we used
16 What'l we de now? Son, GMAB. easy - just bump the (ales fike we always do We know that conserving
does not save a § Look at Austin Energy. they bumped rates Recycling trash? A cash cow for us means
nothing 1o the emvironment Get wilh the program, keep Austin Wewrd S-figure city boss

£33 am Feb I8 2002

Timmy1234 Repon
| S that clown Lefingwelt wants 1o fmit “nonvital” expenses?

Nove! concept

G aw Feb 28 202

i JOEYES Repor
tets cut the city walst service off and lel the truck rcil on into the neiborhoods We hava o walch the waler we
use hecause of the drought Ok so now lels forget about the restriction and waste water 50 we dant have that
stupid and dumd water rate raise Our politicians arg dumdiiry

LA g Fel PR O2004

i WonderBread Reopos
| am agree with Oid Biowhard Bii Bunch. and GrisforBreakfast commants at the same time My head may
expiode The new 10-1 city council members need to put a stop to the oty stalf undermining water
conservation afforts in the future,

GAdpm Fan 75 2014

Commentis} 1-90f 9

All Comments (Q) Post a Comment

637014 234 PM
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2010-2011 PROPOSED BUDGET
RESPONSE TO REQUEST FOR INFORMATION

DEPARTMENT: Austin Water Utility
REQUEST NO.: 14

REQUESTED BY: Riley

DATE REQUESTED: B/3/10

REQUEST: Have the bonds approved in 1984 been used for any WTP4-refated costs? If 50,
please describe how these bonds are incorporated in the $508M figure for the Fy 2008-2014
total projected CIP spending. If these bonds were not used for WTP4, please describe what
these bonds have been used for.

RESPONSE:

The 1984 Proposition 4 voter authorized bonds have been appropriated for use for the site
acquisitions, engineering design. and construction of the specific bond proposition related
projects including:

Approprniated Funds

« Four Points / Spicewood Transmussion Main 1.8
» Four Points Reservoir $5.2
e WTP4 - Bull Creek Site Related Projects $55.2
s WTP4 - Bullick Holtow Site Related Projects s71.6

Total 1384 Prop. 4 Bonds Appropriated 51398

All of the $141 muilion in voter authonzed bonds will be issued and expended on the
previous bond proposition projects constructed in the 1980s, Bull Creek site acquisition and
engineering compieted in the 1980s, and the current WTP4 and transmission main
construction at the Bullick Hollow Site.

The $508 milhan in WTP4 construction at the Bullick Hollow Sité 15 currently estimated to be
funded through $78.8 mifiion of the 1984 Proposition 4 bong authordy, $327 6 million in
commercial paper which will be converted to long-term revenue ponds, and $101.6 million in
cash funding from Austin Water Utility current revenue.

The Council approved Financial Pohicies for the Austin Water Utility allow the voter
authorized bond authanty to be increased by inflation plus an additional 50% for
construction of the ariginal scope of bond projects that have been sigrificantly delayed. By
applying this financial policy, the total funding for WTP4 1s authorized at $537 9 miilion when
including inflation and the additional 30% hmit. This funding Iimit wili provide sufficient
funding to complete the construction of WTP4.

P-TC00184
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2011-2012 FINANCIAL FORECAST
RESPONSE TO REQUEST FOR INFORMATION

DEPARTMENT: Austin Water
REQUEST NO.: 33
REQUESTED BY: Spelman
DATE REQUESTED: 6/30/2011

REQUEST: For expenditures made on the WTP4 project at the Bull Creex site, or are otherwise
excluded from the $508 million budget, please state the current outstanding debt for those
expenditures and give the annual payment schedule for that debt. For this same time pariod,
please also give the projected annual Operations & Maintenance costs.

RESPONSE:

Of the $55.7 mithon expended on the Bull Creek Site, about 7.6 million was funded with
cash and capital recovery fees, and the remaining $48.1 million was debt financed. The
current outstanding debt on the onginal Bull Creek Site is approximately $28.9 million with
annua! debt service of about $2.2 millign through November 2030. Appendix A is an
ectimated debt service schedule for the Bull Creek Site bond-funded expense

The Bull Creek site has been repurposed and has been dedicated to the Balcones
Canyonland Preserve. There are minimal Operations & Mamntenance costs to maintain the
site as part of the BCP; however, those Costs are nat associated with WTP4 now, or in the
future.

P-TC00185
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Appendix A

CITY OF AUSTIN, TEXAS
Estimate of WTP24 Debt Service for Bull Creek Site Only

1985-2009
Principal Princtpat Fiscal Year
Date Outstanding ___ Additions Principal Coupan interest Total Total
8000 000 00 - -
11/15/85 8 000000 60 - 12 000% 480 00Q OC 480,000 00
058/15/88 800000000 1351300000 - 480 000 00 480,000 00 960,000 00
11/15/86 2151300000 - 30538097 12 000% 1.2040,780.0C 1598 170.97
08/15/87 2120780803 1000000000 - 1 272,456 54 1.272.456 54 2 868,627 .51
111587 3120780902 - ABE B6B 40 1Z U00% 3872458 54 2 339122 04
05/15/B8 30,740.542 B4 - 1,844 4586 56 1 844 455 56 4 1B3.578 50
14/45/88 30740942 54 48B4 23252 6400% 8983 710 16 1,487 942 7B
05/15/89 W2 TI00E 5 000 00O 00 - 968 214 72 068 214 72 2438 15730
11/15/89 35 256 710 02 . 58501832 6400% 112821472 171323304
05/15/30 34871869170 . 1109404 13 110949413 2822727 17
111500 3467188170 506020 18 6 400% 1.100.494 13 171562332
05/957 34 085.662.52 - 1080 101 20 1 080,101 20 2 805624 52
1411591 34065662 52 527.22006 6400% 1080,101 20 1717 330.28
(5/15/92 33.438.433 47 - 1 070.029 8? t 070,029 B7 278736013
11015/92 3343843347 B4B 553.80 5 400% 1 070 (029.87 1.718.583 77
05/15/53 32785875 56 - 1045276 15 1.0458.276 15 2.767 858 92
1141583 32788679 56 B8O 632 12  6500% 1.082,086 03 1,751,998 14
05/15/04 32 119,847 45 1 1438 152 00 - 106985827 1,059,858 27 281185641
1115484 33,269 090 45 71801620 B T0O% 1114514 83 1.830,531 03
0511585 32553 083.25 - 1,080 528 29 1 060,528 29 292108932
111595 3255308328 73801426 6 000% 976 592 50 171460676
05/15/86 31 81506839 - 54,452 07 954 452 07 2.6649.058 83
11415/08 31 815068 99 750,764 B0 & 000% 954 452 07 1 714,248 87
0815487 31 U55.274 19 - 093165833 93185823 2845905 10
1141587 3105527419 TB1 24030 B000% 831658 23 1.712 807 52
05/15/88 30274024 88 - 908.220 75 208.22G 75 262112827
11/15/88 30,274 024 82 80226022 6 000% 908 22075 1710.480 97
05150 2047176467 - B84 152 54 884,152 94 2.584 633 3
11/15/99 20 471 76487 8 158 00 82270107 5875% 836 261 32 1 858,962 39
051500 2B B57 281 61 - 813,145 80 13,149 80 247211219
1141500 2865726151 1577 00 842677 57 5675% 813 14980 1.655.827 36
G5/18409 27 816 18104 - 789.283 67 789 283 57 2 44511093
111501 27818 18104 1114 00 861617 99 5 500% 764 944 43 1,826 562 .42
05:1502 26,055 657 06 - 74128057 741 28057 2.367 B42.99
TUE0Z 26955657 0% 87G 545 51 £ 500% 741 280 57 1820826 07
05/15203 28076 111 54 . 717.083 C7 T17.083.07 2.337 916 14
1115403 26075 11154 506 000 00 BYB 276 57 5 500% 71T 09307 1613.350.64
0515404 25,585 834 G7 - 706,360 48 706,360 46 231973010
11/115/04 2568583487 g30 001 67 5500% 708 360.46 1,536 362 13
058/15/05 24 755 833 30 - 580 785 42 5B 785 42 2317147 54
111505  24.755.833 30 S44 187 86 5 260% 549 840 62 1,504 028 48
05415506 23811 645 44 - 625055 69 525055 69 2.219.084 18
11415/06 23811 645 44 956 667 66 S 250% 525,055 69 158172338
051507 Z2B85497778 - 590 G43 17 529 643 17 2 181 666 52
111507 22854577 78 3.006 000 00 967 250 18 5 260% 599 643.17 1.867.203 38
051508 24 887 717 59 - 653,302 .59 653 302 59 2,220,505 94
111508 24887 117 59 1 108,528 35 5250% 653,302 59 1 752 B30 84
0541509 2377818824 5918.976 00 624,177 47 524 177 47 2,387,008 41
1121508 30,607 16524 902.66170 4 500% 690 586.22 1.593.347 @2
0S/15/10 29,794,503 54 - 87037833 670 376 33 2.263 724 25
11510 28,794,501 54 42289803 4 600% BB% 273.56 1,608 171 61
05/15/11 28 871805 51 - 664,046 93 664 046 53 227221854
111511 2B 871805 51 542 061 65 4 600% £64,046 93 1.806,108 58
L Aguatatain_sharaataFiancal PennngCIFWTPEWTPE Fungng and Bxpenditure vpdate 5152010 xsBud Crees Sie Dt Senvee
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CITY OF AUSTIN, TEXAS
Estimate of WTP#4 Debt Service for Bull Creek Site Only

1985-2009
Principal Principal Figcal Year
Date Outstanding Additions Principal Coupon Interest Total Total
05715112 27 829 54385 642 370 51 642 378 51 2248 488 02
1115/2 27 920 54385 95298183 4800% 542,370 51 160235144
0544513 26,969 581 92 820,299 82 820 29% 92 2.222 861 36
111513  26,960.561 92 102861850 4600% 620.299 92 1 648 913.43
D5/15714  25.840,942 42 £55.641 68 596 641 68 2245561 10
111514 25840842 42 1042 21528 4 600% 506 641 68 1,638 856 96
ns15/15 24,808 727 14 57287072 57267072 2241527 6B
1115015 24888727 14 111001817 4 800% 572867072 1 682.685.90
05/15/16 23,788 707 97 547 140 28 547 140.28 2,220,830 18
14/15/16 2378870797 1 1TEB0E 61 A BD0% 547 140 28 Y 723,548 89
05/15/47 2261188036 520,073 6% 520 073.69 2244 022 58
11715047 2261189836 124123403 4.500% 520.073.69 17613077
05/16/18 21,370,565 33 491 525 30 491 525 30 2.252 83302
1111518  21.370.665 33 130171823 4 600% 491 52530 1,783 24153
06115118 20.068,549 10 4B1.585 83 441 58583 2 254 827 36
11145418 20 068.845 10 136797254 4 600% 461 585.83 1.829,558 77
0511520 18700876 15 430 122 45 430 122.45 2253 681 22
111520 1870097515 138693276 4.800% 430 122.45 1817 05529
05715721 17 314 043 39 368,223.00 398,223 00 2215278 21
141521 17 31404339 147452723 4 600% 398,223 00 187275023
05/15/22 1583951616 364 308 87 384 308.87 2,237,059 10
1174522 1583951818 153002530 4 600% 384 308 87 1633.334 17
DB523  14.300.450 86 328G11 20 328911 28 2.232.245 46
1141523 14,300 480 86 1E03099534 4800% 32891129 193Z 806 63
05115724 12 696 485 583 292019 40 292.019 40 222492602
14/15/24  12.698 46553 167801527 4 600% 292018 40 1 970,034 66
05/15/256 11018480 26 253 425 05 253.425 05 2223459 71
11/15725 11018480286 176476008 4 600% 253.425 05 2 018 18513
05/15:26 9253720 18 212 835.56 21283556 2.231 020 6%
11/15/28 9,253,720 18 1838 127 14 4 600% 21283556 2 050 962 70
o5/15/27 7 435593 02 170,558 64 170,558 B4 2,221,521 34
19115727 7.415,593 04 193668330 4 600% 170,558 84 210724203
05/15728 5 478,909 65 126,014 82 126.014 92 2.233,256 95
1171528 5 478,5908.65 202261432 48B00% 126,014 82 2.148.628 24
05/15:29 3,458 205 33 79.454 7% 79.434 79 2228 124 03
11115729 3456 285 33 2126 187 27 4 600% 79 434 79 220568207
05/15/30 1330 108 06 30.592.49 30,592 43 223627455
11115030 1 330 10806 143010806 4 600% 30.502 49 1 360 T00.55
05115031 Q00 300 000 +,350.700 55
Totals 4B 0BR.017.00 48.088.017 00 6141503102 10051304802 106.513.048 02
Agustatadin_shanistaFinancal PEOIMRFGIMWTPAWTPS Funging and Expendhire upasic 518-2010 msBub Creex Stz Debt Servics
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2011-2012 FINANCIAL FORECAST

RESPONSE TO REQUEST FOR INFORMATION
DEPARTMENT: Austin Water
REQUEST NO.: 34
REQUESTED BY: Spelman
DATE REQUESTED: 673072011
REQUEST: For the $508 mililon budget for WTP4, please give an annuatl expenditure
projection, starting the year the $508 million budget covers, showing both cash/out of pocket
payment and debt service for each year, and show that projection through the end of the
praojected debt payment schedule.
RESPONSE:
The $508 million capital infrastructure expense annual expenditure projections, showing

both cash/out of pocket {(equity financing) and debt service (commercial paper and revenue
bond) is shown in Appendix A.
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