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1.1 General

Over the past twelve (12) months, the Black and Veatch team conducted a
comprehensive cost of service study for water and wastewater services under the direction
of the Water and Wastewater Utility. The goal has been to replace the cost of service rate
study mode} adopted in 1993 with an updated mode! consistent with current practice and
dete. The Utility's job in conducting the study has been to balance the interests of al)

customers so that all can be served. L -
The Study tearn was asked to analyze rates without regard to past assumplions @

and to devise a new rate mode! that the Utllity staff will use and adapt over the next
five or more years. The gosls for the new rate structure are that it be cquitable 10 ail
customer classes, fully defensible, implementable with available resonrces, and g
reflection of as much consensus as possihle, while providing adequate revenue to the
Utility.

The Black and Veatch team was pasticalarly sensitive to ensunng fully defensible
methodologies are used, since the City of Austin has in past years spent more than $7 #{
million unsuccessfully defending rates nol based on accepled cost-of-service methods.

The new model has been developed to be “revenue neutral” in that it does not
increase the Ulility’s total projected revenue to be generated from rates. Impact fees and
recycled water rates were excluded from this study.

Cost of scrvice rate studies deal with how to divide the rate burden among / /
different types of customers. The overall amount of revenue required is not the subject of '
this study, but rather how to “cut up the pie” so that 21t customer groups pay their fair

share, Any revenue not contribuled by one customer class must be provided by
other customers—hus, rate-seinng is inherently controversial.

The consuiting tcam had the benefit of the active participation of a Puhlic
Involvement Commiittee comprising representatives of all cestomer ciasses selected by
the rate-paying groups themselves in conducting this study. The Council also appointed
and funded a Residential Rate Advocate 10 represent in-Clty residential and small
commercis] ratepayers.

In 1993, the City Council made 2 commitment to charge wholesale customers
cost of service rates as part of a legal settlement and to move toward cost-based '#:X-
rates for all customers. Since then, the Council has reviewed and adpusted rates
annuaily in fuifilling this commitment. However, in-City residential ratepayers continue
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adopting any rate structure. See “Section | 4 Decisions Facing the Council” later in this
Fxecutive Summary for more on this subject.

1.3 Features of the Recommended Rate Structure and Mode!

1.3.1 More Accuracy and Precision

The new rate structures and comesponding models are more acenrate and
preclse because they are based on fixed asset data that the Utility staff has developed
since the previous rate study was compieted These end ather data make it possible 1o
more accurately attribute costs to particular water or wastewater service funclions.

One finding that resulted from this greater accuracy is that the fixed service or
“customer charge” for water and wastewater rates should be mcreased. The fixed charge
15 higher in the new rate siructure largely because the study team was able 10 identify the
fixed asset and depreciation costs assosiated with customer’s meters and services which
make up much of the fixed charge. This is just one example of many details altered by
the use of fixed asset data,

1.3.2 More Incentives for Conservation

The recommended rate structure introduces water conservaltion incentives for
commercial, industrial and multifamily customers through the use of seasonal rates,
which impose a higher rate per 1,000 gallons of consumption during the peak-use
summer months than during the winter months. Presenily, the single-famnily residential
customens are charged on the basis of & four-tier inverted block conservation ratc
structure without any corresponding incentives given lo other customer classes. The
seasenal 13les are “revenue neutral” in that they recover the same smount of revenue from
affected classes, but charge » higher price on their consumpion during the peak—use
summes months and a lowes price during the winter months.

Wholessle customers are exempted from seasonal rates in the recommended
structure because many already assess conservation rates on their retai] customers. The
Utility will investigate wholesale customers’ conservation incentives and in the future
may recommend that those without adequate retail incentives be charged seasonal rates

In addition, the new model adds a fifth inverted block to the top tier of
residential water rates that would affect about 5% of the largest-volume customers to
discourage excessive water use.

The new model uses a “non-coincident peak™ methodology that spreads the cost
of serving water custorners during peak-use periods more broadly across cusiomer classes

1-5
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average usage per customer account which reflects expected normalized climatic and economic
conditions for each user category. For example, the average usage per account for the inside
City residential single family customer class was based on an analysis of the FY 1996-1998
usage, and is projected to be 8,400 gaitons per month m FY 2000.

Wholesale waler service 1s provided to 16 entities for resale to individual users. These
customers generally represent municipal wtility districts (MUD), water sapply corporations
(WSC), and mumicipal entities as shown on Tahle W-2. Water sales to wholesale customers are
projected based upon recent historical consumption levels, and assame that FY 2000 purchased
water quantities will not appreciably deviate from recent past levels.

Of the total water sales forecast for FY 2000, approximately 87.9% is expected to be
used by the inside-City customer classes, 4.6% by the ouwtside-Cily retal! customer classes, and
7.5% by the wholesale customers.

In recent years, water sales have averaged approximately B8 percent of water sysiem
pumpage resuiting in an approximate 12 percent unaccounted for water ratio. The difference
between water sales and water pumpage reflects unmetered but known uses of water for fire
fighting, sewer and hydramt flushing, and street cleatung, etc., and unaccounted for system
losses in the transmission and distribution systeru.  While recent historical experience would
suggest that future vnaccourded for water should approximate 12 percent of system pumpage,
the annexation of @ number of outside City wholesale customers effective January 1998 resulted
in the unaccounted for water ratio to decline to an average of |1 percent since the annexation
occurred. This reduced unaccounted for water ratio has consistentiy been experienced since
thal time. A ratio of !l percent unaccounted for water is well within accepied industry
standards or averages. T is estimated that 6 percent of this amount is lost in the smaller size
mains distribution system in which wholesale customers should not share in

4 1.2 Water Ravenue Under Existing Rates

The principal revenue for Austin’s water system is derived from charges for metered
water sales. For informational purposes, hisiorical and projected metzred water sales revenue is
shown in Table W-3. The projection of revenue from metered waker sales for FY 2000 is based
upon the schedule of rates that became effective November 1, 1998, and is estimated to |otal
106,964,100,

The estimated $107 million of future metered water sales revenue is based upon the
projection of customer growth and water sales volumes presented in Tables W-1 and W-2, A
bill tabulation analysis of customer bills and usage for the respective customer classes was
conducted o verify billing units and the application of existing rates (0 the projected sales
quantities in arriving at the revenue estimates. Of the total projected sales revenve, it is
estimaled thet the inside-City customer classes will contribute 88.7 %, the outside City retail

Vi
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The FY 2000 operating budget as summarized in Table W-4 represeats the Unility's
budgetary organization structure based upon division, section, and activity cstepories. The
principal function and activities of each organizational category arc noted on the table. The
treatment division cacompasses responsibility for the operation and maintenance of the
Utility's Green, Davis, and Ullrich water treatmemt plants (WTP), pumping stations,
reservoirs, snd instrument & comrol maintenance; water quality and instrument laboratories,
and process engireering sssociated with water purification activities.

The pipeline division primarily is responsible for the operation and maintenance of
the water distribution system (small & large mains) from the North and South Operations
Centers. Other activities of the division include central support, field support sarvices, and
special services,

The engineening and planning division’s activities include facility engineering,
pipeline engineering (design, records & computer mapping), water resource planning, and
coastruction and pipeline rehabilitation.

The business suppont division encompasses the meter maintensnce shop, tap sales and
inspection sctivities, retail customer service, and other support services. Some of the other
business suppon services inchude the office of the director; environmenty and regulatory
compliance; public involvement; human resources; financial and budget-accounting
management; and information technology.

The last category referred to as special support includes the Uiility Customer Service
Office (UCSQO), bad debt, waler conservation activities. special support, and ather categories
of a general nature.

As a part of the review process 10 ensure that appropriale operstion and maintenance
expense items are being assigned to the proper water and wastewater unctions, Utility staff
conducted an examination of the percentage sllocation basis of the direct and joint-use
activities of each division, section, and activity. Some expense items are readily identifiable
as being related to providing water or wastewater service, while other items are shared
beiween the two Utility functions. Fusther, for budgeting purposes, some items of expense
relating to water functions may be reflected in 8 wastewater organizational category, and
similarly same expense items related 10 wastewater functions may be reflected in a water
organmizational category. In those instances where expenses are jointly budgeted for, a
determination was made as to how (o epportion these expenses 1o water and wastewater
functions by relating them to number of customer accounts, work orders, service activity
statistics, and other such ¢riteria  The percentage allocation basis for the Utility's operation
and maintenance costs for cach category of expense between water and wastewater service is
shown in the Appendin A section to this report. Funher, additionel expense detail by
organization code for each division, section, and activity of the water and wastewaler utility
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Table W-§

Water Utility
Operating Fund Cash Fiow Analysis

Fiscal Year Ending Septamber 30
Budgst
Line Year
No. Description 1998 1999 2000
$ $ $
Revenuey
i Meter=d Water Sales Revenue 103,832,289 107,184,433 106,964,100
2 Fire Protestion Chatges 0
3 Additional Woter Service Revenoe Requited:
Revenae Months
Date Incresse Effective
0.0% 12 0
4 Total Water Ssles Revenue 103,832,289 107,184 453 106,964,100
5 Miscellateous Revenue 1.157918 1,950,787 1,973,100
6 invesiment Income 6,269,192 4,548,801 4,188,400
? Total Revenues 111,259.399 113,682,041 113,125,500
& Opergtion & Meintenance Expense 44,282,500 46,505.300 49,360,000
Diebt Service
Revenue Bonds (Net)
9 Existing 25400368 28,861 467 31,336,100
i Propozed 0
1} Total Revenve Bonds 25,400,368 28,961,467 31,336,100
Otlser Deb: Service
12 Commercial Paper 2,176,329 2,143,172 3,471,700
13 Contract Bond (Net) 4,963,532 5.448,161 5,529,700
14 Cert. of Part. & Contr. Oblig. 1,554,652 1,739,725 1,713,600
15 Water District Bonds 1,226,790 2,226,531 2,196,960
16 Total Debi Service 35,321.67) 40,519,058 44,248,000
Transfer to Other Funds
17 Payment 1o the City General Fund 7822861 8,279,203 8,720,100
18 Routine Capiinl Qutiay 820,438 590,811 1,190,600
19 Tragsfer to Capival Fund B.125.000 11,737,500 12,149,000
0 Operating Transfers 13,863 517,346 1,528,300
2) Other Transfers 11,661,839 9,605,000 125,060
v s Total Transfees 29,139,601 30,729,860 23,713,000
23 Total Reverwe Requirements 108,743,172 H7758218 117,321,000
24 Excess of Revennes Over Requirements 2516,227 4,076,171 (4,195.400)
Debt Service Coverage
25 Revermue Bandh 2.18 1.94 1.69
26 Total Debt Seeviee .88 1.65 141
4-1)
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Other water system financial obligations include transfer payments to the City
General Fund, the Capitai Improvement Program (CIP) Fund, other fund transfers, and
payments for other water wiility obligations. Transfer payments to the City General Fund are
established at B.2 percent of the average gross revenues of the water system over the current
and previols fwo years,

The total revenue requirements for FY 2000 are indicated to total $117,321,000 Utis
projected that without an overali revenue increase, a $4,195,400 revenue shortfall will occur
that will be met from a portion of the Utility's operating reserves.

As a policy matter, the Utility strives to maintain & minimom operating reserve for
working capitsl purposes to pay bills when due. The targeted minimum reserve amount 15
established at 30 days, or approxmnately 8.3 percent, of annual operating and maintenance
expenses plus any operating {und transfers. Accepted water industry praclice is to maintain at
least 45 days or 12.5 percent of a utility's annual operation and maintenance requirement to
ensure sufficient funds are on hand. While not shown on Table W-5, the Utifity projects tha!
it will have sufficient operating reserves to fund the revenue deficiency shown on Line 24.

A summary of FY 2000 revenue requirements and the relative proportion that each
element bears to the total is as follows:

FYZ000 Revenue Requirements
Element Amount, Percent
Operation and Maintenance Expense $ 49,360,000 42 1%
Debt Service 44,248,000 31.7%
Payment to Generai Fund 8,720,100 7.4%
Transfer ta Capital Fund 12,149,000 10.4%
Rautine Capital Outlay 1,190,600 1.0%
Other Transfers/Payments 1,653,300 4%
Total $117,321.,000 100.0%

Revenue bond dett service coverage, shown on Lines 25 and 26, represents the
relationship of system net revenue to annual revenue bond and towa! debt service for each
year. Maimtaining adequate debt service voverage is & specific requirerent for having issued
utility revenue bonds and provides an indication of the financial support for issuance of
proposed additional water utility revenue bonds. Coverage for the Utility's outsianding
reverue boids is shown on Line 25 to range from 218 perceat (2.18 matio) in FY 1998 o 169
percent in FY 2000 under existing revenue/rate levels Total debt service coverage is shown
to range from 188 percent to 14) percent over the same period.
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a given function. in order 1o provide adequate service 1o its costomers at all times, the system
must be capable of providing not only the average annual amount of water used, but also
supplying water &t maximum rates of demund. Since all customers do not exert maximum
demaunds 81 the same time, capacities of the various system components are established to meet
the maximum coincidental desnand of all classes of customers. The capacities of some
fectlities, such 8s water trestment (purificaton) and high service pumping, and transmission
mains are designed to meet maximum day demands  Other facilities, such as booster pumping,
tanks and water storage reservoirs, and distribution mains are designed to meel maximum
hourly rates of water use. These requirements result 1o different ratios of zverage to maximum
demands, or load factors to be met by the venous pants of the system., The demand ratios, in
tum, provide the basis for allocating costs of respective facilities to the Base and Extra Capacity
COSt COTNPONENS.

Water system facilities are designed to meet peak demands projected on the hasis of
experienced demands. Based on an evaluation of the Utitity's recent system pumpage statistics,
the FY 1996 to FY 1998 year demands generally reflect the highest peaks recorded in recent
years and are used to refiect the relationship of average demands to maximum demands. The
system demandg characteristics are:

Usage Ratlo- Ratio-
Fiscal Average Maximum  Maximum MD MH
Ycar Day Day Hour 1 AD to AD
mgd mgd mgd
1995-96 125.53 {95.74 298.70 1.56 238
1996-97 117.27 190.92 27820 163 237
1957-98 {2 206.37 31840 1.62 250
3 YT Avg 123.33 197.68 25843 1.60 242

mgd — million gallons per day
MD — Maximum Day, MH — Maximum Hour; AD - Average Day

The historical 3-year avgrage annual, maximum day, and maximum hour water demunds,

shown as follows, are the bases of allocation factors used in this study. Shown in the tabulation
are the total system coincidental demands and the comresponding alincation percentage factors

5-17
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reflects expecied normalized climatic and economic conditions. Wastewater volume for al
customer classes is bused on a winler average approach, of the average monthly amount of
water used over a 90-day period from January through March. The estimated aversge usage per
account for the inside City residentiaj single family customer class for FY 2000 is based on an
analysis of the 1996-1998 usage and is projected to be 5,000 gallons per month

Wholesale wastewater service is provided 1o 10 emities that callect wastewater within
their individual systems. and discharge it 10 Ausnn’s conveyance system for treatment and
disposal, The largest of these customers include the Wells Branch Municipal Utility District
(MUD), North Austin MUD No. 1, and Springwoods MUD.  Wastewater sales lo wholesale
customers arc projecied based upon recent historical contributed sales levels, and assume that
the FY 2000 wastewnter quantities will not apprectably deviate from recent past levels.

In recent years a statistical analysis indicates that wastewater sales have averaged under
B0 percent of wastewater tresrment plant flow resulting in an approximate 20 percent
mfiltrtionfinflow (UT) ratle. The difference between wastewater sales and irested wasicwater
flow genenally reflects normal infiliration of groundwater and inflow from stormwater runoff
into the sewer system. It is believed that some of the measured wastewater flows ot the plants
may be in error due 1o meter inaccuracies, while in other instances some of the data was
outright missing Therefore, based on other available studies, an VI mte of 15 percent is
assumed for the purposes of this study which Is well within accepled industry standands or
everages under normalized conditions.

7.1.2 Wastewatsr Revenus Under Existing Rates

The principal revenve for Austin’s wastewater system is derived from charges from
wastewaier sales and extra strength surcharges. For informational purposes, historical and
projected wastewater gales revenus is shown in Table 8-3. The projection of revenue from
wastewater sales for the FY 2000 is based upoen the schedule of rates that became effective
November 1, 1998, and is estimsted (0 total $101,048,800.

Projecied wastewater sales revenue by customer class under existing rates for the FY
2000 is shown in Table S-4. The estimated $101 million of fulure wastewater sales revenue
is based upon the projection of customer growth and wastewater sales volumes presented in
Tables S-1 and 5-2. A bill tabulation analysis of the number of bills and wastewater volumes
for each of the classes for a recent period was conducted to verify the billing units to which
the existing rates applied in determining the revenue estimates.  Projected revenues for the
inside and owtside City customer classes are shown indicating that 91.5 percent and 8.5
pereent of the (otal revenue are derived from these respective groups.

Ancther component of the Utility's wustewater sales revenue is derived from
industrial wastewater surcharges which are estimated 10 total $3,570,400 in FY 2000. Other

7-4
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contributed volume of each class is genernily based upon wastewater winter average billing
recards that exclude estimated witer use not reaching the wastewater system, such as that used
for lawn sprinkling and car washing.

Based on a histonical analysis, it is estimated that the amount of flow entering the sewers
through infiltration/inflow wili average about 13 percent of the total wastewater flow reaching
the treatment plams Each customer class should bear its propastronnte share of the costs
associated with mfiltration/inflow as the wastewater sysiem must be adequate 1o convey and
process the total flow, Recognizing that the major cost respansibility for infiltrationfinflow is
allocable on an individual connection basis, two-thirds (66.7%) of the infilmtionfinflow
volume is allocated to cusiomer classes based on the estimated number of customer connections
with the remaining one-third (33.3%) aliocated on the basis of contributed volume. The
allocation of /T on this basis to customer classes is shown on Table S-12,

The responsibility for collection system capacity cost varies with the estimated peak
flow rates of both comribuled weastewater and jnfiltration atributable to each customer class.
Infiltration/inflow is estimated to comprise about 30 percent of the total peak flows.

The BOD and suspended solids responsibility of each customer class is based an
estimated average domestic strength concentrations and contributed wastewater volume for
esch class. Estimated average BOD and suspended solids concentrations of contributed
domestic sewage are estimated to be about 144 milligrams per liter {(mg/l) and 200 mg/l,
respectively, for all customers excluding indusirial users. Because of the pretreatment efforis of
these custorners, their strengths are estimaied to be 77 mg/ for BOD and 82 mg/] for suspended
solids. An average infiitration/infiow strength allowance of 40 mgA for BOD and 95 mg/ for
suspended solids was also used to balance total wastewater loadings contributed by norma) and
excess strengih users with the total wastewater loadings received at the wastcwater treatment
plants.

The BOLY and suspended solids strengths that are in excess of normal domestic Himits of
200 mg/ are assigned to the surcharge customer classification as shown on Line 22 of Teble S-
1. The estimates of excess strength quantiies for surcharge customers are based on 2 detailed
analysis of extra strength data provided by historical surcharge biliings of the Uility.

Customner costs are distributed among customer classes on the basis of the number of
bills rendesed.

8.4.3 Customer Ciass Cost of Service

Costs of service are distributed among customer ciasses by application of unit costs of
service to respective service requirernents. Unit costs of service are based upon the total costs
previously allocated (o functional components and ihe total number of apphicabie units of
service,
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COA Treated Water Usage In Million Gallons

Usage wZD)
Avg Day MaxDey Max How Max Day Max Howr | Rainiall
Month Usage Usage \isage Usage o Avg Day toAvg Day] inches
Oct 82 3,733 120 43 137.75 200,20 114 1.68 1.38
Nor-§2 2808 3 61 103.22 188 80 1.10 1.81 3
(5082 2,661 B85 82 85 02 132.70 112 1.55 3.29
S8 2544 82.07 84,18 13630 116 1.66 a3
Feb9d 2,288 an 87.38 131.00 10 1.80 314
Mu 93 2634 84 95 65,683 155 70 1.14 183 208
A3 2,749 81.83 113.28 154.00 1.24 1.68 204
Wey93 2,982 #6190 114 11 156 o 1.19 1.63 6.30
Jor $3 3,163 105.43 128 00 20580 12t 1.95 3.99
33 4844 148.60 17¢.38 271 10 1.20 1.81 0.00
Mg 53 5468 171.38 185 44 285.70 1.06 1.681 0.75
173 1] 4,086 13564 160 82 208 10 118 153 0.34
#Y §2.83 39,768 109.04 186.44 W|/5.70 1.70 282 30.37
e SEoa 11 56 14425 21700 122 T8 2.42]
Nov23 2,155 91.83 8995 146.20 1.08 1.6t 1.00
Doc-93 2,628 8478 93.23 v37 70 110 162 1.14
Jan 94 2,650 65.47 §2.89 138.40 1.08 .80 1.43
Fab B4 2.429 86.74 8435 135.40 1.09 1.58 213
Mac 84 2,7 88 08 100.34 146 30 1.14 1.69 170
Apr Ot 3,008 100,28 1877 167 30 110 1.67 1.68’
May-34 3,087 85 58 116.82 171 80 1,49 1.73 3468
SESe 3723 124 11 163.37 24150 1.32 1.85 074
Juhgd 5428 175 11 186.7¢ 285.80 1.12 1.69 0,28}
hug o4 2,255 137.26 180.35 27300 131 1.88) 8.50
Sep 84 3,425 114,17 144,61 107.60 127 173 560 ;
FY 8354 38,773 108.97 106.78 20590 1.81 2.72, 337
Det-84 3,262 10524 138.82 187 2 1.30 178 785
Mov-54 2 8)4 93 47 100.54 164 40 1.08 1.76 1.834
Dec 84 2670 86 14 84.32 155.80 1.03 181 567
85 2681 88.48 04.92 134,80 110 1.561 081
Feb 95 2,530 90.36 103.12 133490 1.14 1.48 144
Mar95 2818 8092 102.65 145,20 113 1.54 2
Ap-05 2808 96.65 112.59 1643.00 1.16 166 308
M85 3,232 104 48 17142 152.80 112 1.48 9.49)
3 3541 116.04 147 68 204 80 1.28 174 2.74
JA55 4,850 168 45 1913 309.00 1.22 1.88 063
A5 4,484 144 63 171.40 25050 f1e 173 571
Sep s 38085 128.83 1684.60 236.40 1.30 1.84 270
FY 8485 39,585 108 45 191.31 309.00 1.76 2.85 44.16
WHSE A,075 13145 14562 23330 T 177 143
Hov 85 3175 10582 116,55 154,60 1.10 158 3.22
Bec 5 3,079 85.32 112,43 162.70 1.13 164 0.61
Jon96 3,264 10497 12227 172 40 1.18 1.84 0.07
Feh 86 3,362 Me73 133.56 202.30 1.12 169 0.62]
Has 06 3,389 1068.33 127.43 178.80 147 1.82 0.60
Apr-96 3,733 124 42 147.07 227.80 1.18 1.83 1.90
ey 4517 145 72 173 8% 265,80 118 1.83 1.82
S8 3,950 131 87 185,51 253.53 126 1.93 443
Ji55 5285 169.82 191.60 288.70 1.13 1783 Q.15
Aug96 4,534 148.20 19574 282 70 1.32 et 881
Sep 85 5,438 114 54 128.60 170.80 113 1.40 4,02
FY 0538 45819 125.83 195.74 238.70 1.58 2.38§ 27.63
A-9
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Usapge (eD)
Avg Dsy MexDay MaxHew Max Day Max Hour | Raintall

Manih Usage Usape Usage Usage to Avg, Day 1o Avg. Doy | inchas
Oct36 3,652 14780 13262 183 50 1.13 158 .78
How 28 3,162 10839 1164 161 70 1 0% 144 413
Gae95 3,638 ot 106,13 146 10 110 1.49 218
San37 3,082 95 41 10584 13820 4 1.39 107
Feb87 2,714 66 92 114,33 149 80 1.45 1.55 394
Ner97 2882 8854 110.87 150 20 116 1.68 158
Pee 87 3003 100.28 11503 168 70 118 i.68 556
May87 3257 105,05 117.62 162.30 1.42 1.54 710
Jand7 3,269 16897 12429 169.90 114 158 847
Jag? 5021 16188 180,62 27620 118 1.72 213
Ag97 4,887 $56.99 17521 247860 1142

Sen 87 4,747 15824 184 43 2§5.50 117

FY 8587 42,&(2 117.27  180.92 278.20 1.63
[} 3,875 125 16186 21740 1.

Now87 3,243 104 .60 127 92 169.19 1.22

Dec8? 2928 o438 102.88 14820 108

Jun-S8 2,882 9298 98.24 151 80 108

Feb58 2,582 222 €7.53 152.00 1.08

Mar-g8 3,004 BA.80 108.88 197.20 1.2

Apr 88 3,485 118,45 14038 246 70 1.21

Mep88 4738 15278 17748 305 10 118

Jonss 5214 17381 20244 348 40 118
Jof 5,548 17899 20525 31130 115

Aug98 4,878 157.36 20827 N4 70 134

Sep B8 4,042 13063 17847 249.80 1.36

£y 87.44 46,420 42718 208.37 318.40 4.62
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Austin Water Utility
Contract Revanue Bond Debt Service

CRB Description

Circle CMUD &3

Circle C MUD #3 Assumed
Circle C MU #4

Circle C MUD #4 Assumed
Maple Rue MUD

Mapie Run MUD Assumed
Noeth Anstin MUD

Nosth Austie MUD Assumed
Southland Gaks MUD
Soathland Oaks MUD Assumed
Tanglewood MUD
Tanglewood MUD Assamed
Viflage al W.0. MUD

Viliage &t W.O, MUD Assumed
Wells Branch MUD

Wells Branch MUD Assamed
Unosed

Total CRB Debt Servicz

A-13

Budget
Year
2000

5

962,384
161,83)
0

0
1,388,658
248,331
o

0
704,063
36,277
114,28}
37,084
1,507,636
263569
108.220
0

0

5,329,736
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COS Rate Stady 1999 \/
izsuc Paper #1 - Revenue Requirements & Test Year
PEC Member Comments « As of 12/10/98

=

components of required revenue in the cost of service study. By making it casier for people 1o identify specific
fovepue items, il gives ralepayers greater confidence that the cost of service process is open and fair. In addition,
because specific revenue components can be more easily identified, ilems of disagreement can more easily be
discussed and debated.

The cash basis approach contimues (o treat outside city customers in the same manner — requiring those customers
to bear the risks and rewards of ownership — as in the past. Conversion 1o the wtility methad would require
charging outside-city users a return on investment on ownershi p risks that the city has previously shared with those
users.

The cash basis avoids the inherent controversy of determining the appeopriaie, higher rate of return for outside city
customess than for inside city customers.

Conciusion on Rovenue Basis: On the basis of the (conceptual) discussion to date, the cash basis is the clear choice
over the utility basis. However, the Rate Advocate recommends that the COS study be parformed on both cash and
utility bases to allow PIC msmbers to better understand the impacts of this decision on COS issues.

The choice presenied to the PIC has been whether o study the cash basis or the utility basis. ‘The Rate Advocate
believes that such & choice is unnecessary and undesicable. As described by the COS consultant, the utility basis
appearn [0 require more extensive work than the cash basis. Creating a cash basis revenue requirement altemative
compuler mode! should not be overly burdensome. Moreover, a new COS stody is done  very infrequently
and ol a significant cost jo wtility consumers. The opportunity to perform & thorough analysis of the choice between
cash and utility bases in this COS study seems to amply justify the COS consultant's time

Test Year:
Consultant Recommendation: Use Projected or Budgeted test year

Wi diy:
Tagree with the recomumendation made by the rate consuliant on this issue.

There is absolutely no rcason to use s historical test year, uniess the City desires to have each customer class
scrutinize the budget (which is alteady approved). To remvent the wheel by in cffect reconciling between some
audited historical period to the current budget wonld be pointless. I suppose that any customer class has the right to
participsie in the budger process, but to second guess an existing budget would imply that the City wonld hawe 1o
rovise the budget if costs were disspproved.

Donns Howe, Wholesale:

Ebelieve we should follow s historical test year, niot the projected tewt year,
L Test Year
As & outside obscrver, this scems a confusing topic I, as was stated, there was no difference in ontcomes,

why would the city not wish to choose the method that has the least amount of centroversy. Section 2.1.1 in
the issue paper states that “because there is no profit motive, there is 1o obvicus reason why the utility would
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COS Rate Study 1999
Issue Paper #1 - Revenue Reguirements & Test Year
PIC Member Comments . As of Y2/10/98

wanil to overstale its revenue tequurements. In facy, city councils generally attempt 10 minimize costs in order
to limif rate increases. This is & very common political goal, which effectively limns the potential for
unreasonahly high revenue requirements.”

Yet in Austin, this docs not appesr 1o be the case.  With a policy decison to keep In-City residential
customers at a seven year average of 28.8% below Cost of Service, there s a sufficient motive (0 overstate
revenue equiternents for othes customes classes. In the last seven years, how ofien have the utility budgeted
revenue requircments been challenped during the budget process? 1 doubx the record will show any credible
and meaningful discussion on water utility revenue requirements during the budget public hearings or council
debate to pass the utility budget and rates.

In Texas, an historical test year is used in delermining rates for investor owned tilities. Adjustments are
permilted foe known and measurable changes. However, as indicated by Mr. Willis, these adjustments are
subjecied to @ high level of scrutiny. It 15 unreasonable to assume that the standard used to adjust bistorical
cost in the process of preparing the City budger is the same standard that would be applied in a regulazory
review. If rales are to be determined on & wiility basis, the appropriate starting point is an historical test year.
Each adjustment to historical costs and revenues needs to be explained and documented.

I, Recomniendation

A change in cost of service methods will inevitably shifi costs among customer classes, and may shift costs
within the wholesale class. The City should provide both a cash/budget analysis and a utitity/historical test
year snalysis. Both analyses are requited in order 1o assurc wholesale customers that the tatemaking process
is not being manipulated

1§ 1] esale:
T do not agree with the recorumendation made by the rate consultant on this issue,
The rezsons | appose the recommendation of the rate consubiant are a3 follows:

Using the historical test year adjusted for known and measurable changes is, n my opinion, the only practical and
defensible methodology. It provides a stronger foundation and is more difficult to misuse thar # projected test year.
Using & projected test year is an incentive for the Utility 1o overstate its revenue requirements. (Which it
consistently does even now)

1 feel confident and T am sure I speak for the entire wholesale class when 1 say "So far this process Is looking
like o total reversul of the 1992 Cost of Servive report and policy. Necdless to say, it will be Impossible to
build sny consensus and support for this new stady. In order for me to seli it to my colleagues, I must firsi
belfeve in it mysel. From what [ have seen so far, this appears lo be the first phase of a systematic
destruction of a pelicy that we, the Whalesale Customers, have come to accept as reasonable. Ido hope yon
are able 1o reverse my early observation and opinion to this point."

Yi Outst idential:

I agree with the recommendation made by the rate consultant on this issue.
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‘The Perfect Storm’:

Setting priorities at the Austin Water
Utility in a time of fiscal crisis

By Scott Henson
June 9, 2010
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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
celebralion. Saving water saves ratepayer money. It also means lower energy use and lawn-chemical
consumption,

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

in the book and movie, “The Perfect Storm,” a fishing boat captain {played on the big screen by George
Clooney) steered his ship directly imto the tempest in search of a big catch and everyone died. 50 ciy
staff's use of the dire term is mstructive. Like the sea captain i the story, AWU has recommended that
the City Council charge ahead with WTP4 — costing ratepayers $1.2 billion over the hfe of the project -
regardiess of the fiscal danger. But this s not a movie. Austin families can’'t atford large rate hikes
during a recessson and the City has alternatives 10 this expensive boondoggie.

sust last month AWU officials informed the City Council of an expected 543.2 million revenue shortfall in
£Y 2010 due 1o lower than projected water sales. The water utility's revenue model had somehow falled
to predict the "perfect storm” of reduced water use by residences and businesses due to ran and
conservation. If current reduced water sales levels persist, Austin could be required to nearly double
residential water rates by 2015, mostly to pay for the Water Treatment Plant #4.

Despite years of controversy and debate surrounding the project, residential rate payers have nevet
been given a reahstic estimate of WTP4's hat to consumer packetbooks, particularly when combined
wrth other ongaing debt-funded projects and the City Council's unpublicized deasion to shift water-rate
burdens from commercial to residential customers. This report attempts to guantify these giobal
restdential rate impacts.

trvestment in WTP4 has been touted as Austin’s “stimulus” for the local business community, aibeit one
financed by local rate payers instead of the federal government.’ But Austin rould also add jobs -~ real,
lang-term jobs - by repairing massive leaks i our exiSUng water system— leaks that allow nearly 10
million gallons of water a day to just seep into the ground. It could and should alsp invest in “green jobs”
i water conservation and efficiency that would pay long-term dividends while drought-proofing our
economy

The Perfect Storm. Setting priorities ot the Austin Water Utility n o ime of frscal crisis, June 9, 2010
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Recommendations:

e Estunate 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 pavers exactly
what their overall rate hikes will be through 2015.

o Constructing expensive new infrastructure while simultaneously shifting costs from commercial
to residential customers puts too high a burden on ressdential water customers Put off new
construction unti the cost-af-service adjustments are complete to avoid piling onto residential
rate payers all at once.

+ Belore beginning construction on WTP4, evaluate cheaper plant options that would replace the
decommissioned “Green Water Treatment plant” with 2 new plant located in the Desired
Development Zone and drawing water from Lady Bird Lake.

e Continue to implement water conservation, including aggressive, summertime awn walerng
restrictions, to limit peak-day water use and achieve recently adopted city-wide conservat on
goals

s Priortize foong 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 o tune of fiscal crises, June 3, 2010
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introduction: The Perfect Storm and Austin Water Rates

Al a recent meeting of the Water-Wastewater Commussion Budget Subcomemittee, Austin Water Utihty
(AW} afficials told commissioners they were experiencing a "Perfert Starm” of reduced water sales
and income because of recent rain, the effects of conservation programs, and the economic dowrnturn,
Revenues are down more than 10% and AWU expects to take in $43.2 mithon less this fiscal year than
they'd budgeted. If, in that environment, the Austin City Council moves farward with construction of
water Treatment Plant 4, as they are scheduled to do at their meeting on Thursday, June 10, there's
every reason to beheve they'il be steering residential ratepayers into a hurmcane of future 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 larger than anyone has so far admitted. in 2009, the
City of Austin began a senies of multi-year water rate hikes aimed in large part at paying for the WTP4
project — dubbed the Bilhon Dollar Mistake on the Lake by local emaironmental groups  with its massive,
miles-tong tunnels under the Balcones Canyonlands Preserve. AWU has suggested rasing rates
contimuously over 51 years beginning with a 10.1% residential rate increase approved and implemented
last fall But public discussions of rate hikes have fargely foiled to consider the disparate impact on
residential ratepayers, and they centainly don't take into account AWU's new revenue reality in the
short-to-medium term. ff the utility sells less water and has the same debts to pay, they must charge
ConsSumErs more per unit of water

Projected Homeowner Water Rate Hikes Already Onerous

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

AWU says that combined water-wastewater rates increased 4.5% overall in the FY 2010 budget, but that
numhber is decenving because residential customers took the brunt of the increase, witnessing a 10.1%
boost in single-family residential water rates *

The disparale impact on homeownars results from a city-sponsored cost of service study’ which placed
Austin on a multy year path toward shifting rate burdens from commercial and wholesale customers to
residential users. AWU plans “to continue to phase oul the remainder of the water rate subsidy of the
resigential customer class over the next 5-7 years,”" meaning sunilar adjustments can be projected gomg
forward.

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

The Perfect Storm. Setting priorities 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)

x 2010 2011 2012 2013 1014 2015 | Total |
| Water 5.70% 6.80% 5.50% |  660% 5.70% 250% |  34.19%
| Wastewater 3.30% 2% 350% | 4.30% 310% |  250% | 2020%
| Combined | 4.50% 450% |  AS0%|  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 bt in the first year, seeing ther water rates increase by 10.1%, not 5.7%. So residential water rates
wer up 779% more than the averaged amount because of the shift i burden from commertial and
wholesale customers. (f residential rates increase dispraportionately over the next five years at the
same rate as in last year's budget, then logically residential increases will be higher than “comibined”
rate increases. How much higher? Assuming the shift in burden continues at the same pace as n 2010°,
here are the projected residentsal water-rate increases gver the same penod:

Table 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%

50 hetween overall 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 city staff have scrupulously
avoided estimating by projecting forward only “combmed” increases instead of mcluding details about
the cost-of-service reallocations.

AWU Revenue Models Flawed, Over-Optimistic

No one has told Austin’'s residential water consumers their rates are scheduled to rise as much as 74% to
pay for cost reallocations and Water Treatment plant 4, but that's already in the works On top of that,
the utility based those rates on the assumption that people would buy more water than has generally
turned out 1o 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 1o pay off the debt ¥
water sales don't meet projected levels, bondholders can force the City to raise rates through 3 writ of
mandamus.® or bond houses might jower the ratings on City of Austin deht. Houston this year increased
their combined water wastewater rates by 30% because of an expanding bond-debt burden. Reported
the Houston Chromicle, “Had [Houston] faded to rase rates, many noted, the system likely would face a

The Perfect Storm. Setting priorities ot the Austin Water Utility in o ime of fiscal cnisis, June 9, 2010
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downgrade n its debt, increasing costs and leading the oty to continue runmng 3 deficitin the water-
sewer utihity This year that shortfall 1s expected 1o exceed 5100 million “3

Austin coutd easily find itself in the same situation. AWU's assumptions underlying the written
solcitation of bond debt for Water Treatment Flant 4 anticipate water sales and revenue rising
indefinstely, but this year's revenue decline balies those assumptions, AWU's projected 543.2 million
shortfall demonstrates what happens when conservation combines with higher rainfall levels, a
development that took AWU budget ofhaials by surprise.

AWU's budget and financial manager Rusty Cobern recently told an industry publication that “Rising
conservation has cortnbuted 1o 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
canservation pricmg models can elminate windfall apportunities.” @

So if AWLU's revenue model fated to predict the current shortfall, projecting just one year into the
future, how firmly can we rely an their projections several years out? Il current, lower usage levels
persist into the future, thanks to expanded conservation and/or the alleviation of record drought
conditions, rates must INCTEase even more.

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

Overestimating Water Sales

These trends create a dilemma f WTP4 is constructed. if water use doesn’t increase steadily, then even
the already-high projected rate hikes described above probably underestimate the amount AWU needs
1o covar WTPA-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 utiity has sufficient reserves to
cover that amount for ane year', but going forward if the situation continues, rates must increase even
higher. In that case, instead of a 74% rate increase by 2015 for homeowners, 93.6% would be required. b
Rates could go up even further depending on how badly AWL has overestimated future water use
{and/or underestimated the cost of WTP4) =TT

/ )
Using data derved from the bond prospectus associated W’W 1 depicts the increases in
total pumpage AWU told bondholders will occur to generatesayffi revenue to pay its debt:
The Perfact Storm: Setting priorities gt the Austin Water Utility in a timne of fiscal crisis, June 9, 2010
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Chart 1. Projected Total AWU Pumpage: 2009 - 2018
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These projections certainly dan’t jibe with 3 $43 2 miliion dip 1n 2010 water sales, but the trend also
seems unrealistic compared 10 actual total pumpage data from the past decade, as reported by the City
in the same source. According to the data depicted in Chart 1, AWU believes total pumpage will increase
steadily over ume. But that contradicis the City's recent experience, even dunng 3 perod marked by
dramatic econormuc 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 projed demand for water treatment
facdities that never materialized. In 2002, when the Austin City Council first suthonzed mring Carollo

The Perfect Storm Sefting prioritres at the Austin Water Utility in @ time of fiscal crisis, June 9, 2010

Page 7

P-TC00215
124




Engineering for the WTP4 project, AWU staff estimated that Austin's peak summer water use would
reach 281 millian gations per day (mgd) by 2009 ¥ That turned out to be a dramatic overestimate. Chart

3 shows the actua! peak use over this penod:

Chart 3. Actual Peak Water Use Per Day 1999- 2009
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Even so, smilar 1o its overall pumpage projections, AWLS 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 reasan to beheve from recent experience that the
steep upward curve depicted o tandholders represents a realistic expectauon of real wortd 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, AWL s long-term
projections have been consistently overstated, while conservation has proven to work

Gottam line: Several situations could conceivably cause water rates to rise much higher than AWY
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 commercial hookups. By contrast, as AWU's
Mr. Cobern noted, sumimertime conservation measures - particularly restrictions on lawn watering —
have eliminated “windfall opportunities” from higher summer water use that AWU previgusly
anticipated. So  water sales aren't as high as AWL optimistically projected, the utiity must gither
ncrease rates or reduce the General Fund transfer from the utifity {which this hiscal year runs about $29
mithion®) and make up the difference with property tax increases

Steering the AWU Away from the Perfect Storm

The Austin environmental community has argued that AWU should wait before launching WTP4 to
perform necessary environmental assessments of the transmission lines, save money i the short-term,
and to determme before borrowmg 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 50-called "Perfect Storm,” the logic 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 dechne mn revenue.

The “Perfect Storm” behind lower 2010 water revenues stems primanty from three sources, according
to AWU: New conservation measures, the end of the recent record settmg drought, and the current
economic downturn Of those, the conservation measures aren’t going away, some years will inevitably
be raimer than others, and even though Austin's economy remains better than most, few believe the
effects of the economig crunch will be over anytime scon. Meanwhile, conservation measures have
ehminated opportunities for revenue “windfalis” the utility previously expected durnng penods of
drought

So this 15t necessarily a temporary condition; some or all of these situations may continue for some

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

The Perfect Starm: Setting priorities at the Austin Water Uity m a time of fiscal crisis, June 9, 2010
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[ Austin Chronicle, & oid cast-iron sections o

Misplaced Priorities: Fix Leaky Pipes Instead of Building New intake

in the meantime, AWU continues to put off critical maintenance on clder water hnes in the central gty
which are responsible for leaks that dram bilhons of gallons of water per year from the system The city
parks department recently announced 1t would stap tuildng new facilities untit it could afford to pay for
maintenance on the anes it already has™, but AWU has not vet fearned that basic lessan of fiscal
prudence in lean ecanomic times.

Some have argued for WTP4 based on the jobs created through a large, debt-financed public works
project AWU Director Greg Meszaros even said he considered WTP4 a "local sttmulus” project that
would create thousands of short-term jobs™, though in this case ratepayers, not the Obama
Admunistration, will pick up the tab. But # Austin wants to create wobs through AWU, it's focused on the
wrong project

7 According to the City Auditor, AWU lost 9.85 million gallons of water per day n 2007 through leaky

pipes which have never been fixed.”! That's 3.5 bilhon gallons of water per year the City just aliows to
seep into the ground. It makes little sense to build 50 mgd in new capacity white letting nearly 10 mgd
ieak out of the system every day.

\ﬂospondtng last sumemer to questions submitted by Councilmember Bill Spetman, AWU reveated that
out of 3,600 miles of pipe that 1 operates, 900 miles are deteriorated and there are 250 miles of "highly

- rated” pipe where the majority of leaks are tocated ™\Dunng a cold snap in I8 ;

em accounted for 91% of water main breaks.

No water system is leak-proof, but the City could start by fixing the 250 miles of identifiably deteriorated d
ppe, a task which would cost $330 million, city statf Lold Councitmember Spelman. That's a sigruficant
amount which would require a nine-figure bond issue, not te mention generating employment lasting
many years beyond WTP4's scheduled construction. But that's not where AWU's priorities lie. instead
AWU plans to spend just $81.8 million fixing leaks over the next five years, AWU 1old Speiman, by which
time ever more pipe will inevitably deteriorate.

The Water Utility's “Perfect Storm” was easily predicted Both peak-day and total water use have been
fiat to slightly declining since 2001. Per-household use 1s down. Both residents and businesses are
saving water and saving money These trends will likely continue. Rather than increase the damage to
ratepayers and the environment, it’s time for a midcourse correction and a return to safe harbor

The Perfect Storm' Sething priorities ot the Austin Water Utility in a time of fiscal crisis, Jure 3, 2010
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Recommendations:

The Save Our Springs Athance offers these common-sense recommendations in the face of AWU's
mounting fiscal crisis 3nd misplaced pnorities:

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

»  Constructing expensive new infrastructure while simultaneously shifting costs from commercial
ta 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 sl at once.

s Before beginning construction on WTP4, avaluate cheaper plant opliors 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.

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

s Pnortize fixing ieaky pipes over 3 new intake for new revenue bond indebtedness so that
millions of galions of water aren’t uselessly seeping into the ground each day.

The Perfect Storm: Setting priorities ot the Austin Waoter Uttty in a time of fiscal crisis, June 9, 2010
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Appendix: The following data associated with the charts in this report was taken from the City of
Austin Bongd Prospectus dated November 5, 2009, p 21

Data far Chart 1: Projected total annual pumpage {in millions of gallons)'
2009 | 55,385
2010 | 56,289
2011 | 57.270
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 Annual Pumpage {in millions of gallons)
1999 | 46,422
2000 | 52,154
2001 | 50,140
2002 | 50,883
2003 | 51111
2004 | 4B.469
2005 | 51.374
2006 | 56,603
2007 | 45,868
2008 | 53,066

Data for Chant 3+ Historial Annual Peak Day Use (in milhons of gaftons per day}
11999 ] 216
2000 | 227
2001 | 243 !
2002 | 214
2003 | 232
2004 | 137
2005 | 247
2006 | 217
2007 | 180
2008 | 227
2009 | 229

The Perfect Storm. Setting priorities at the Austin Water Utility in a time of fiscal crisis, June 9, 2010
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Data for Chart 4: Projected Peak Use {m mithon of gallons per day)
2009 | 245

2010 | 245

2011 | 254

2012 | 258

2013 | 263

2014 | 268

2015 | 272

2016 | 277

2017 | 281 |

2018 © 286

:

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

ENDNOTES:

¢ Also uniike the federal strmulus, Austin ratepayers will see immethate rate increases to pay for it while debt
accrued in Washington can pe put off yntil fulure generations

7 2008-2010 PROPOSED BUDGET RESPONSE TO REQUEST EOR INFORMATION,” Resporse to City Councilmernber
Cnrrs Riey, Reguest #30, September 9, 2009

" Study Report. Austin Water Utility Cost of Service Rate Study 2008, Red Oak Consulting

* Backup matenal for Water-Wastewater commissionsers prowded to the authar by oty staff from the June 3
meeting of the Bugget Subcommitiee

“tud

* All projections are within the 5-7 vear period during which AWU says it well shaft its cost-of-service allocations,

" ~Unitty bitly hikely to increase,” City and County Beat 8iog, Austin American Statesman, Aprd 28, 2010,

* Bond Prospectus, “Officiat Statement,” Dated November 5, 2008, p 14

¥ eyyater-sewer rates to climb 30% over next three years,” Houston Chroncle, Apeit 22, 2010

% yy3 Urban Residents Cut Water Usage, Utities Are Forced to Raise Prices,” Circle of Blue WaterNews, April 19,
2010.

" spreagsheet obtaimed under the Public Information Act from the Austin Water Utifity by Bill Bunch, October
2009,

The Pertect Storm: Setfing priorities ot the Austin Water Utility in o time of fiscal crisis, lune 9, 2010

Page 13

P-TC00221
130




* Austin City Councd Agenda ltem 35, May 13, 2010, The "Fiscal Memo” sccompanying the agenda ilem stated the
tinangial impact 1o the Austin Water Utility 5 “unknown” heyond the need 10 hire more conservation personnel,
put the fiscal :mpact of selling less water is clear from the 2010 revenue shortfall AWU will recewve {pss revenue
thar would otherwise be anticpated
** Backup material for Water-Wastewater commissioners provided to the suthor by city staff from the June 3
meeting of the Budget Subcammiltee. “Historiwal & Profected Accounts (FY Average]”
™ Backup matenal for Water-Wastewater COmmissioners provided 1o the author by oty staff from the lune 3
meeting of the Budget Subzommittee.

* acsume from the calcuiation m Table 2 that the amount required to pay off WTP4 debt and other obfigations is
1 7382 times the 2009 rate, or a 73 R2% wcrease for residential ratepayers trom pre-WTP4 rates at projected
sevels of use. Now 3ssume water sales continue to underperform compared to AWLU projections, cutrently
revenues are at §9.78% of projetied amounts. if lower water use and sales contmue along these lings, to achieve
the same revenus level will require 3 rate equal to 1 7382/.8978, or 3 93.6% overail rate increase from 2009 levels
' Bong Prospectus, "Official Statement,” Dated November 5, 2009, p. 21

" “Recommendation for Counai Action,” Backup material, Austin City Counerl, Agenda ltemn 32, 4/4/02

 Really 3n extra $ 78,957,464, according to backup material for Water-Wastewater commussioners provided to
the author by city staff from the Jure 3 meeting of the Budget Subcommitiee

" “parks and Rec 1t you build #,” Austin Chronicle, May 28, 2010 Said PARD diector 5ars Hensiey, ""We have tp
53y we can't build i i we can‘t maintain "

“ Comments recorded i authnr's notes fram a public meeting Apryl 20 at Concordia Unversity

" Dffice of the City Auditor, "Audit Report” Austin Wates Utitity Water Loss,” Apni 28, 2009
7 Memorandum to Counciimember Bl Spelman from Assistant Gty Manager Rudy Garza, "Respomse to wTPa
Quest) - 22, 2009, pp. 10- . :

(/ B uregren Assets AWU and the Busted Pipes,” Austin Chromcle, January 22, 2010 s
rom e R o s e R )

e,

e,
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