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(tbti drop in MiitE`r use could ct?^t Atlatlr! ti:{3&tt171;C"r*`r more
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the manager He has succeeded Don't even TI-4IfVK about screwing the People for conserving precious water

arid hard-earned money It the present City Council can't deal
with it the new one will

;47: , -. t^ 1. .`.14

educated

LlackK^opr manBK^erraent aaf foresigh Btas sunk ^r txsai

.":ar. ^-?a ^Cia

ReDo1 k

r Re^;crt
$illButrCh
Austin a"victim of its own suocess"'? This is what is called (evisionist history

Austin water ratepayers are victims of Pork Darrel politics at its worst and a tailurt? Of integrity and teadersht(k

from AWtJ dtrectcx Greg Meszaros, from his boss, City Manager Marc Ott, and from his boss., a narrow 4-3

city council majority that includes sitting Mayor Leffmgwelt and 0ounciamem#rers Mike Martinez and Sheryl

Cole

The -Save Water Saw Money" coalition of SOS Affiance Austin Sierra Club, Clean Water Actrun, and

Environment Texas documented for two years running that water use was not increasing as Water Utility

directors 4nsrsta4l, such that building the "Billion Dollar Mistake on the Lake" water plant was a total waste of

ratepayer funct^s_ We documented ttrat it would lead directly to the rate trap that we are in right now It was all

crystal cte2r firont 2t3029 through 201$ before canstructron on the plant began It was clear that Austin Water

had a finance and water waste >}ratiyte+s^ not a treatment problem

But the Austin Chamber The Real Estate Courx:it, the contractors. and the Statesman editorial board all

ignored the facts that were clear in the Water utitity's own data and felt tar the scare tactics and

misrepresentations of Mezzaros and Company

Austtnrtes are saving water because rates have skyrodcetecl and they care about our city and our planet. They

are saving despite the incompetence of city management With Water Treatment Plant No, 4, A+leszaros. Ctti

and Letiingweta led Austin over a cliff Someone should be held accountable Price and Tonhey should tell the

truth

i`L y."^ 14!'u.R,'

GrltSfo1'br@akfa.st
FtePwst

t3ee, if only tttis couk4 have been predicted when the Statesman, Chronicle and city council were pushing a

half billion dollars in debt for a water treatment plant we tfxfn't need Oh waft, it was, in detail

_ ^^,^--- _ - --
^

f hMrww sosalilance orgMite-tibrar'Ytdac_vieww125C>4he-perfect-stnrnt-setting-phorttles-at-the-auslhn-water-

utirr#y-m•a-trme-of-tisc.'a! aisis

To blame massive rate hikes on the pittance spent on rebates or the Batryones Canyonlarids Preserve is

shockingly disingenuous Some enterprising reporter should compare L$(fsngwell and Mesiaros" conrrntercts

today on the topic of water rates with the mendacious foolishness they were spewing when they wanted to

t,.5`2014 1-54 PU!
c^.£R
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4 ti} drop in water use could CiYst Atlstlfl tttlttitint4r. more %I." %V-M% 5

build WTP4 This was ail both predictable arid Predlcte6

http: ucti^e,nio s^tesm:ln coen`n^us neu^ evhti ^lr^^ tn cvnt^a u+e c^,_

The ernrlrOnrnentaiists opposing all that new debt were the real "fiscal conservatives " Leffingwelt the

Statesman, t;hrciniCie• and other WT-P4 boosters all owe ratepayers a big ►nea cUtpa

7 . ^ €Qt r'S r. -a

Report
^- ^ TOiliiilAll,lStit1

Hey boss what's up?
'1`hese people are cutting backwater use so much we can't rake in a profit tike we used

Hey

to
What'll we do now? Son, GMAB, easy - just bump the tales like we aharays do We know that conserving

does not save a $ Look at AusUn Energy. they bumped rates Recycling trash? A cash cDw for us means

nothing to the environment Get with the program. keep Austin Weird frfigurA caty boss

6 33;1,n Feb 25 11r,14

Timmy1234

So thal c►ouvn Le€fingwelE wants to limit °nonvrta9` expenses i

No+ret concept

13 eW

- PJ tc, a ,; rzb

JOEY68
Report

^
lets cut tlse caty water service off and let the truck roil on into the neibnrt,loods We have to watch the water we
use because of the drought Ok so now lets forget about the restnction and waste water so we dont have that

stupid and dumd water rate raise Our politiciar+s are dumd'1-1111

S C?i,i :r? Feb ?^: 2014

--'^ yVotlderBty:ad

i am agree with Old Blowhard. Bill Bunch, and Gntstnr8rPSktast comments at the same
e^^tead may

explode- The new 10- 1 city council members need to put a stop to the city staff undermining

c+onservatiqn eitorts m tttie tuture.

q4! li r,: Ff=tl 252G14

Comresent(s) 1-9 of 9

All Comments (9)

C r o

Post a Comment

63 C01 -1 ?_- 34 PM

P-WB00879
150



2010-2011 PROPOSED BUDGET
RESPONSE TO REQUEST FOR INFORMA'TION

DEPARTMENT. Austin Water Utility

REQUEST NO.; 14

REQUESTED BY: Riley

DATE REQUESTED. 81311(}

REQUEST; Have the bonds approved in 1984 been used for any WTP4-re4atied costs? if so,
please describe how these bonds are incorporated in the $508M figure for the F1/ 2048-2014
total projected C3P spending. if these bonds were not used for WTP4, please describe what
these bonds have been used for.

RESPONSE:
The 1984 Proposition 4 voter authori=ed bonds have been appropriated for use for the site
acquisitions, engineering design, and construction of the specific bond pr+oposition reaated

projects including:

rocinated Fund

• Four Points 1 Spicewovd Transmission Main $1.8

. Four Points Reservoir $5.2

a WTP4 - Bull Creek Site Related Projects $55,2

. VVrP4 - Bullick Eiofiow Site Related Projects ^?7_6

Total 1484 Prop 4 Bonds Appropriated LL195--a

All of the 5141 miwiion in voter authorized bonds will be issued and expended on the
previous bond proposition projects constructed in the 1.980s,. Bull Creek site acquisition and
engineering completed in the 1980s, and the current WTP4 and transmission main
construction at the Suilick Hollow S,te.

The $508 million in WTP4 construction at the Bullick Hollow site is currently estimated to be
funded through $78.8 million of the 1964 Proposition 4 bond authority, S327 6 million in
comrrterrial paper which will be converted to long-term revenue bonds, and $101.6 million in
cash funding from Austin Water Utility current revenue.

The Council approved Financial Policies for the Austin Water Utility allow the voter
authorized bond authority to be increased by inflation plus an additional 5096 for
construction of the original scope of bond projects that have been significantly delayed. By
applying this financial poiicy, the total funding for WTP4 is authorized at $597 9 million when

including inflation and the additional 50% limit. This funding limit will provide sufficient

funding to complete the construction of 1NTP4.

P-WB00880
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U
2011-2012 FINANCIAL FORECAST

RESPONSE TO REQUEST FOR INFORMATION

DEPARTMENT: Austin Water

REQUEST NU.; 33

REOUESTED BY: Spielman

DATE REQUESTED: 6/30/2011

REOUESi': For expenditures made on the WTP4 Project at the Bull Creek 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 Period,

please also give the projected annual operations b Maintenance costs.

RESPONSE:

of the 555.7 million expended on the Bull Creek Site, about $7.6 million was fvnded with
cash and capital recovery fees, and the remaining S411.1 million was debt financed. The
current outstanding debt on the original Bull Creek Site is approximately million with

annual debt service of about $2.2 million through November 203t3. Appendix A is
estimated 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,

srate asn

Operations to maintain the

part of the CP; however, those costs are not associated with WTP4now. csr ►n the

future.
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Appendix A

CITY OF AUSTIN. TEXAS
Estimate of WTP#4 Debt Service fcw Bull Crook Site Only

1866-?i}08

Principal Principal Fiscal Year

Date Outstandin$ Additions Principal Coupon interest Total Total

8 00C3 {1(! - -
11115,F85 8 Ow 000 00 - 12000% 480,00000 48a.400 0i7

05t15196 8. f100 000 {3(1 13-513,000 00 480,000 CD 480 000 00 960,00000

11115186 513,QW_9(321 - 305,390 97 12 500% 1,290, 780 00 1 596 170-97

05715,087
,

21.207.609 03 10,0e70 004_00 - 1272,45654 1272.456-54 2,868,627 51

11M5V 31207,60903 - 466686_40 12 000°#J 1,872456.54 2,339.12294

05r 15,s8 30, 740.942 64 1.844 456.56 1,84445656 41183.579 56

91t15188 30 740,942 64 484,23262 6 40Qrhv 563 710 16 1 457 W78

05+'15f89 30.256 710 02 500000000 9688 214 72 D66,214 72 2.438 157.50

11115M 3525671002 - 585,l918 32 6400% 1 x28 214 72 1.711233 04

05? 15M 341571691 76 - 1 109-49413 1 109.494 13 2 822 72 7 17

11t15180 34 871,691 70 606 029 18 5 400°k 1,109,494 13 1 715,523 32

05,16191 34 065 66252 - 1.091 101 20 1 050,101 20 2.W5 824 52

11115131 34.065.682 52 527 229 06 6400% 1 090,101 20 1 717,330.26

0511"2 33.438.433 47 1 070.029_87 1 070, 029 87, 2 787. 38t1 13

1105192 33,439.43347 648553.90 8400% 1070 029-87 1 718.583 77

05115143 32.769,679 59 1 049 276 15 1.049:278 15 2.757 859 92

111151R3 32 789 879 56 6i39 932 12 6600% 1,082,086 03 1.751.998 14
0511 W94 32 119,947 45 1 149,152 00 - 1 059,958 27 1059,958-27 2 811 95641

11115094 33 289 099 45 716,016 20 8 70M 1 114.514 83 1,830,53103
415t15/95 32,553.083-25 - 1,090.528 29 1 090..528 29 2 921 059.32
1111 5,G5 32 551063 25 73801426 6 000% 976,59250 1 714.606 76
05/15196 31 815 088-99 A54.452 t77 954,452.07 2,669-4358 83
11+15M 31 815,068 99 759,794 80 8 04095 954.452 t37 1 714,248_87
05-115:'97 31055^274 19 - 931.658.23 931 85823 2,645.905 10
11115197 31 055 274 79 781.249.30 6000% 931,858 23 1 712 907 52
05,"45.M 30.274.024 89 - 908.220 75 908.22075 2621 128 27
11115!98 30, 274,024 69 802.260-22 5 000% 908.220 75 1,710.480 97
{}5.'! 51999 29 4 7 9 76467 - 884,152 94 864. 152 94 2. 594 633 91
11=' 15/99 29 471.754.57 8 198 00 822 701 07 6675% 838.261 32 1 658, 962 39
W 15/00 28,657, 26 i$1 - 813,149 80 813,149 80 2,472 112-19

11:15+'90 28 657,26161 1 5717 00 842 6T7 51 5675% 81314980 1.655.827 38
05/15101 27 e18 181 {}4 - 789-28357 789.283 57 2.445.110.93
11115101 27.818 16104 1 114 00 861 617 99 5 50096 764.944 43 1,625.562.42
0505102 26,V55 657 05 - 741,286.57 7+11 28L3 57 2,367 842 99
1105W 26 355.657 05 879.545 51 5500% 741,280.57 162082507
05t15/03 26,076 11€ ti4 717,09307 717,M-07 .2.337,919 14

11 15M 26.076 111.54 506.000 00 896.276.57 5 500% 717 493 07 1613,369.64
05/15.04 35.885.834 97 - 706,360,46 706.36046 2319.730 10
11 M &O4 26,885,834 97 930 00167 5 5W% 708,.36046 a,5ti36 362 18
05d1505 24 755.833 30 - 680,78542 584,785 42 2,317,147 54

11115105 24.755.633 30 944 187 88 5_250% 549,840 62 1,594,028 48
05115106 23 811 64544 - 625055613 625,055 69 2,219.084 18
1111 5,R16 23_811.645 44 95668766 5 25M 825,05569 1 581,723_35

05/15t07 22.854_977 78 - 599 W17 599,94317 2 181.668 52
11 f 15tp7 22,854 977 78 3,000000 00 967_260 19 5250% 599,943. 17 1 567.203..3&
05t15108 2488771759 - 653,30259 853 3(l2S9 2,220,5E75.94

11115148 24 887 717 59 1,109,528 35 5250% 653,30259 1 752 830 94
Q5f15M 23,77&18924 6918,97600 • 824.177 47 624,177_47 2387,00841

1 1115108 30.697 165.24 902-8Eì1 70 4 50D% 690,686.22 1,593.347 92
45t15110 29,794,503 54 - f370 376 33 670 37fi 33 2.253 724.25

11115f10 29,794,503.54 922.898 03 4600% 665273-58 1.608,17161
05115111 28,871,605_51 - 664,046 93 664 046 93 2,272.218 54
11115111 2€3 871.W5 51 942.061.65 4&00% 664.046 93 160610858

'.lVSUSGdl35/iry_9`F&dBTaiFtc6"af^f78f PiBt%+uAt^i^(P.VYr1 ^ ^yVf'R^ FLrai1o "ExperdqitfB spd8W `--y8•2^I10 +^ ^.'tEBh SHE flr7Q4 Swwae J7%Gtrl I
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CITY OF AUSTIN, TEXAS

Estimate of WTP#4 Debt Servce for Suit Creek She Only

1985-2009
Racal Year

Date
Principal

0!utaira^ndi
Principal
Additions Prittei ^u Ints[ssR

379 51642
Total
v", 379.51

Total
2,248,488 09

W15112 27 929 543 85
959 981 93 46W'4k

.
W.379 51

1
W2,361

^11115112 27 929;543 85 , g20,299 92 7.222.061 36
p5t'#^^13 26,969.561 92

1519 501 028 4 60O% 620,299.92 1,648 9151.43
11115t13 28,969,561 92 ,

§8E'i.64168 S96.64168 1245,561 10
05115t14 25-940.942.-42

281 042 215 4600% ^ ^ 96^11116114 25.940,942_42 . ^ ^^ t 2-21152768
a5115r15 24,89$ 727 14

U19171101 4800°k 57257072 1682,689.90
11J1511> 24,89872714 ..

547 140 78 547,144.28 2.229,830 18
05115116
11/15116

23.788 707 97
23 788,707 97 1,176.808 61 4600% 547,140 28

520,073-69
1 723 948 89

520073-69 2 244 022 58
05115117 22,611 899 36

234 031 241 4±600% 52ti 073.69 1 761 307 71
11115i17 2:2,611 a899 36 ..

525 30491 491 525 30 2,252.833 02
05115118
11115118

21370,%533
21.370.665 33 1 301 71 623 46W94+

,
491.525.30 1,793,241 53

461 585 83 225482736
05/; 5fi 9 20.068.949 10

1 367 972 94 4 600%
481.585 93
461585-83 ,829,558 77

11115^19 20 068.949 10 445 45 2 259 &91 22
OSt1512fl
11115120

18 7^DCt.97615
18700,976 15 1.386_'932 76 4.&405E d30:122_45 1.817 455 21

{}0223398 278-212152
05?1521 17,314,043 39

527 231 474 4 640°k
398,223.00
398.223 00

.,
1872,75023

.,

11115121 17,314,043 39 . .
308 87364 364 305-87 2,237.459 10

05115122 15 839,516 16
025 301 539 4 6M%

,
3B4.3t38 87 1903,334 17

11t15122 15 839.516.16 ,
328911-29 328 911 29 2.232.245 46

05I15/23
1105(23

14,300,490 86
14.300.490 86 1603 995 34 4800% 328 911 29 1932,90663

01940292 224 926 022292. 019 40 , .
05115d24
11115124

12,696 495 53
12.698.495 53 1678,015-27 4 600% 292.019 40

425 05253
1970,03466

253,425 05 2.223.459 71
05,I 15t25
11;15r25

1101848026
1101848026 1 764 760 08 4 600%

.
251426.05 2018,18513

835 56212 231 020.892
0505426 9,253,720 18

838 127 141 4 8E01'o
212,835.56
212,M 56

,
2,050 962 7t3

.

11115M 9.253.720 18 ,
55864170 170,358-64 2,221,521 34

05115J27
11115J27

7415,,59304
7,415,593 0+4 1 936.683 39 4600%

,
170.558 64 2107,24203

01492126 256-952233
05/15t28 5,478.9M 65

614322022 4600%
126,014 92
126,014 92

-
2,148.629.24

.

11 t15r28 5.478, 9419=65 -
494 7979 79,494 79 2,22812403

05t15.129 3,458.295.33
2 126 187 27 4600%

,
79.494 79 2 205 882.07

11t15129 3,458,295 33 30 5$2-49 30,59249 2,236,274.56
05115430
Iv I550

133010606
330 108.061 1 330 1080e 4 600% 30.592 49 1 360,700-55

000 700.551 360
05115r31

.
000

0 00 . ..

00 48_td98.017 06{}1709848 81:415,031 02 109,513,048-02 109-513,04802
Totals ., _

^^ ^^r l3itk e^ W1BmXiQ r-PtYVTP4,yYTP4 f eVtng aasd EXpwwh" upwe 518-2014X' 'GAWK 'SkeP9d'5e-Ce
t97t05,'t'
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(i)
2011-2012 FINANCIAL FORECAST

RESPONSE TO REQUEST FOR INFORMATION

DEPARTMENT: Austin Water

REQUEST NO.. 34

REQUESTED BY: Spelman

DATE REQUESTED- 613t?/2011

REQUEST. For the $508 million budget for WTP4, please give an annual expenditure
projettirsn. 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
projected debt payment schedule.

RESPONSE:

The 5508 million capital infrastructure expense annual expenditure projections, showing
both cashfout of pocket (equity financing) and debt service (commercial paper and revenue
bond) is shown in Appendix A,

P-WB00884
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Ex^- 4 - 1599 CZ) S

1 ,0 Executive Summary

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

or the Water and Wastewater Utility. The goal has been to replace the cost of service rate

study model adopted in 1493 with an updated model consistent with current practice and

data, The Utility's job in conducting the study has been to balance the interests or all

customers so that all can be served.

The Study team was asked to analyze rates without regard to past assumptions
and to devise a new rate model that the Utility stiff will use and adapt over the next
live or more years. The goals for the new rate structure are that it be tquitable to all

custotner classes, fully defensible, implernentable with available resources, and a

reflection of as much consensus as possible, while providing adequate revenue to the
utility.

The Black and Veatch learn was particularly sensitive to ensuring fully defensible

methodologies are used, since the City of Austin has in past years spent more than $7
{ million unsuccessfully defending rates not based on accepted cost-of-service methods.

The new model has been developed to be "revenue neutral" in that it does not

increase the Utility's total projected revenue to be generated from rates. Impact fees and

recycled water rates were excluded from this study.

Cost of service rate studies deal with how to divide the rate burden among
di€fcrcnt types of customers. no overall amount of revenue required is not the subject of

` this study, but rather how to "cutup the pic" so that all customer groups pay their fair
share. ny revenue not contcibuted by one customer class must be provided by
other customers-thus, rate-setiing is inherently controversial.

The consulting team had the benefit of the active participation of a Public

Involvement Committee comprising representatives of all customer classes selected by

the rate-paying groups themselves in conducting this study. The Council also appointed
and funded a Residential Rate Advocate to represent in-City residential and small

'`__.^.3

v 4^

^

/ I

commercial ratepayers,

In 1993, the City Council made a commitment to charge wholesale customers
cog of service rates as part of a legal settlement and to move toward cost-based
rates for all customers. Since then, the Council has reviewed and adjusted rates
annually in fulfilling this ctnttrnitntent. However, in-City residential ratepa}ets continue

PFT of Michael C.asfillo-358
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adopting any rate structure. See "Section i.4 Decisions Facing the Council" latrx in this
Fxecsttive Summary for rnore on this subject.

1.3 Features of the Recommended Rate Structure and Model

f.3. 7 More Acetlretcy and Precision

The now rate structures and corresponding models are more accurate and

precise because they are bawd on fixed asset data that the Utility staff has developed
^ since the previous rate study was completeri These and other data make it possible to

more accurately attribute casts to tarticutar water or wastewater service functions.
^ One finding that resulted from this greater accuracy is that the fixed service or

"customer charge" for water and wastewater rates should be increased. The fixed charge

is higher in the new rate structure largely because the study team was able to identity the
^ fixed asset and depreciation costs associated 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 lrrtendives for Conser►xatfort

The recommended rate structure Introduces water conservation incenlives for

eammerclal, Industrial and multifamily custarners through the use or seasonal rates,

which impose a higher raw per t.pf}0 gallons of consumption during the peak-use

summer months than during the winter months. Presently, the single-f:m7y residential

customers are charged on the basis of a four-tier inverted block conservation rate

structure without any corresponding incentives given to other customer classes. The

seasonal rates are "revenue neutral" in that they recover the same amount of revenue from

affected classes. but chuge a higher price on their consumption during the peak-use

summer months and a lower price during the winter months,

Wholesale custorners are exempted from seasonal rates in the recornutendrei

structure because many already assess conservation rates on their retail customers. The

Utility will investigate wholesale customers' conservation incentives and in the future

may recommend that thase without adequate retail incentives be charged seasonal rates.

In adclicion, the new model adds a fifth inverted block to the top tier of
^.. reshietttfnl water rates that would affect about 5% of the largest-volume customers to

discourage excessive water use,

The new mWCW t uses a"n+t►n-coincisknt pcalc„ methodology that spreads the cost

Of serving water customers during peak-use periods more broadly across customer classes

1-5
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average usage per customer account which reflects expected normalized climatic and economic
conditions, for each user cet,cgory. For example. the average usage per accxmnt 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 $,400 pitons per month in FY '2)000.

Wholesale water service is pmvided to 16 entities for mate to individual users. These
customers generally represent municipal utility districts (MM), water supply corporations
(WSC), and municipal entities as shown on Table W-2, Water sales to wholesale customers are
projected based upon recent historical consumption levels, and assumc that FY 200D purchased
water quantities wtJl not appreciably deviate from recent past levels_

()f 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 outside-City retail customer classm and
7.5% by the wholesale customers.

In recent years, water sales have averaged approximately 88 percent of water system
pumpage resulting 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 hydrant flushing, and street cleaning, etc., and unaccounted for system
losses in the transmission and distribution systetu. While recent historical experience would
suggest that future unaccounted for water should approximate 12 percent of system pturtpage.

the annexation of a number of outside City wholesale customers effective January 1998 resulted

in the unaccounted for water ratio to decline to an average of 1 I percent since: the annexation
occurred. This reduced unaccounted for water ratio has consistently been experienced since
that time. A ratio of t I percent unaccounted for water is well within accepted industry

^ standards or averages It 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. 7.2 Water Revenue Under Exisft Rates
The principal revenue for Austin's water system is derived from charges for metered

water sslcs. For inforttiational purposes, historical and lrro}ectad metered water sales revenue is
shown in Table W-3. The projection of revenue from metered water sales for FY 2000 is based

upon the schedule of rates that became effective November 1, 1998. and is estimated to total
$106,964.100.

The estimated $I07 million of future metered water sales revenue is based upon the

projection of customer growth and water sales volumes presented in Tables W- I and V4'-2. A

bill tabulation analysis of customer bills and usage for the respective customer classes was

conducted to verify billing units and the application of existing rates to the projected sales
quantities in arriving at the revenue est`tmatss. Of the total projected sales revenue, it is
estimated that the inside-City customer classes will contt°ibutc 88.7 %. the outside City retail

4-4
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The PY 2000 operating badger as summarized in 'I'abic W-4 represe-ats the Utility's

budgetary organization structure based upon division, section, and activity categories. 'I"ite

principal function and activities of each organizational category are noted on the table, The

treatment division encompasses responsibility for the operation and maintenance of the
Utility's Green, Davis. and Ullrich water treatment plants ('W"I'P); pumping stations.

reservoirs, and instrument & control maintenance; water quality and instrument laboratories,

and process engineering associated 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 sultport, field support services, and
special services.

The engineering and planning division's activities include facility engineering,

pipeline engineering (design, records & computer mapping), water resource planning, and
construction and pipeline rtbabifitation.

The business support division encompasses the meter maintenance shop, tap sales and

inspection activities, retail customer service, and other support servitses. Some of the other

business support services include the office of the director; environmental and regulatory

compliance; public involvement-, human resources. financial and budget-accounting

management; and infomation technology.

The last category referred to as speciai support includes the Utltity tr'ustamcr Serviu
^ Office (t!CS()), bad debt, water conservation activities. special support, and other categories

of a general nature.

As a part of the review process to ensure that appropriate operation and maintenantce

expense items are being assigned to the proper waster and wastewater functions, Utility staff

conducted an examination of the percentage allocation basis of the direct and joint-use
activities of each division, section, and activity. Some expense items arc readily identifiable

as being related to providing water or wastewater scrvice, while other items are shared
(l^ between the two Utility functions. Further, for budgeting purprfses, some items of expense

relating to water functions may be reflected in a wastewater organizational category, and

similarly some expense items related to wastewater functictns may be reflected in a water
organizational category. In those instances where expenses are jointly budgeted for. a

determination was made as to how to apportion these expenses to water and wastewater

functions by relating them to number of customer accounts, work ordcrs, service activity
statistics, and other such criteria The percentage allocation basis for the Utility's operation

and maintenance costs for each category of expense between water and wastewater service is

shown in the Appendix A section to this report. Further, additional expense detail by
organization code for each division, secxion. and activity of the water and wastewater utility

4-8
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Table W-6

Water Utility
Operating Fund Cash Flow Analysis

^
^

k

^

^

Line
No. D^scciption

R-enpul
I Metered Wetcr Sates Fttvtnuc
2 Fire Protedia. amp,

3 Additional Water Service Ravernse Required,
Rrvcnw Months

Date lacccase Effective

0.0% 12
4 Total Water Sales Revenue

5 tv3uceliuevus Revenue
6 Investment IncCae
7 Total Revenues

[tt►mnr Rmai*gwift
a Operation & Aleinlenrcrc Expense

debt Jst+viee
Revenue Bonds (Nei)

9 i'uit;6ins
10 proposed

I 1 Total Rzvenue Bonds
other Debt Service

12 4:rnnrnacdrl Paper
13 Contract Bond (Net)
14 cart. of Put & Contr. C7blig„
15 Water Llfsulct Huips

16 TOW Min Service

Trsnsfer to Other Funds
17 Payment to the City General Fund
18 Routine caoonl outlay
19 Traeger to Capital Fwd
20 Operating Transfers
2) Other Traialfers

22 Toad Trawlefs

23 Total Itcft=a Requirnamts

24 Excess of Reeaaq+ses Over Requirements

Debt Senylte Cavteege
25 Revenue Bonds
26 Total Debt Sesvlet

4-11

Fiisca! Year Ending 5eiiembes 30
Budget

Year
1998 1999

103.832.289 107,194,453 1116.96t,140
0

0
1Qt3.S32.2tt9 107,184.453 [06,964,100

1.157,918 1.930,787 1,973,1(3D
6,269,192 4-W,301 4,1$8,400

111.259399 113,692.041 ! 13,125,bU0

44.282,-= 4009.300 49.360.000

25,401.369 28,961,467 31.336,100
0

25r100,368 28,961.467 1,3%, 1,10

2.176.329 2,143,172 3.471,700
4,963,332 5.448.16 1 5.529, 704
1 „354,652 1339,725 1.713.600
1.226,790 2,228,533 2s196,liFiO

35,321,671 40,539,058 4at,2^48,t111I1

7,827,861 8.279.2113 8,72R 100
920.438 590,811 1,190.600

8,125d104 11,'t3 a.5t1p 12.149.000
703.853 517,346 1.528,3130

11.661,839 9,61.13.0010 125.000

29,139.001 34.'f24,StitT 23,7I3,0DF3

108,7<3,172 117.758,219 17.32 1.0M
2.516,227 {4,016.177) (4.195.400)

2.1$ 1.94 1-69
116 1.65 1,$1
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{ Other watc;' system financial obligations include transfer payments to the City

General Fund, the Capital Improvement Program (Cl'P) Fund, other fund transfers, and

payments for other water utility obligations- Transfer payments to the City General Fund are

established at 8.2 percent of the average gross revenues of the water system over the current

and previous two years.

The total revenue requirements for PY 2000 we indicated to total 5317,321,000 It is

projected that without an overall revenue increase, a 54,195,400 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 a minimum operating reserve for =

^(pworking capital purposes to pay bills when due. 'Me targeted minimum reserve amount is

established at 30 days, or Approximately 8.3 percent, of annual operating and maintenance

expenses plus any operating fund transfers. Accepted water indtt.stry practice 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-S, the Utility projects that

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:

FY2000 Revenue Reauirernents

entent Am un Percent

Operation and Maintenance hxpense $49,360,IX10 42,1%

Debt Service 44;248,000 3739b

Payment to General Fund 8,720.100 7.4%

'1"rastsferto Capital Fund 12, 149.000 10,4%

Routine Capital Outlay 1. 190,6w 1.0%

Other Trana^-fesslWayntents 1,653.30Q jA%

Total $1 17,321.000 lf?(}.0^'o

Revenue bond debt service coverage, shown on Lines 25 and 26. represents the

relationship of system net revenue to annual revenue bond and total debt service for each

year. Maintaining asfcqvnte debt service coverage is a specific requirement 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 outstanding

revenue bonds is shown on Lane 25 to range frrrin 21'$ percent (2.18 ratio) in FY 1998 to 169

percent in fN 200K0 under existing mventtelrate levels Total debt service coverage is shown

to range from 188 percent to 141 percent over the same period.

4' 12
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a given function. In order to provide adequate service to its customers at all times, the system

must be capable of ptr.yvsding not only the average anttual amount of water used, but also

supplying water at maximum rates of demand. Since all customers do not exert maximum

demands at the same time, capacities of the various system components are established to meet

the maximum coincidental demand of all classes of customers. The capacities of some

facilitim, such as water treatment (purification) and high service pumping, arid 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 meet maximum

hourly rates of water use. These requirements result in different ratios of average to maximum

demands, or load factors to be met by the various purrs of the system. The demand ratios. in

turn, provide the basis for allocating costs of respective facilities to the Base and Extra Capacity

cost components.

Water system facilities are designed to meet peak demands projected on the basis of

experienced demands. Based on an evaluation of the Utility'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 reflect the relationship of average demands to maximum demands, The

system demand characteristics are:

[Jsaee Ratio- Ratio-
Fiscal Average Maximum Maximum MD MH
YSAE Day --J>ay Hour to AD JE^

mgd mgd mgd

1995-96
1996-97

125.53
117.27

193.74
190.92

298.70
278.20

t.54
1.63

7.18 .
2.37

1997-98 127. 3 8 2&37 318.40 1.b2 2.50

3 Yr. Avg, 123.33 197.68 298.43 1.60 2.42

^ mgd - million gallons per day

MD - Maximum Day; MH - Maximum Hour; Al) - Average Day

The historical 3=yaar average .onnual, maximum day, and maximum hour water demands,

shown as follows, are the bases of allocation factors used in this study. Shown in the tabulation

are the total slstem coincidental demands and the corresponding allocation percentage factors.

E, 5.7
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reflects expected normalized climatic and economic conditions. Wastewater volume for all

customer classes is based an a winter average approach, or the average monthly amount of

water used over a 9(}-day period from January through March. The estimated average usage per

account for the inside City residential single family customer class for FY 20QQ 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 to 10 entities that collect wastewater within

their individual systems. and discharge it to Austin's conveyance systetn for treattnettt and

disposal. The largest of these custom= include the Wells Branch Municipal Utility District

(MUD), North Austin MUD No. I. and Springwoods ME7T], Wastewater sales to wholesale

customers are projected based upon recent historical contributed sales levels, and assume that

the FY 2000 wastewater quantities will not appreciably deviate from recent past levels.

I
' In recent years a statistical analysis indicates that wastewater sales We averaged under

80 perceiu of wastewater treatment plant flow resulting in an approximate ?.Cl percent

iatt+iltmtio:wlinflow (LT) *ate The difference between wastewater sales and treated wastewater

flow generally reflects normal infiltration of groundwater and inflow from stormwater runoff

into the sewer system. It is believed that some of the measured wastewater flows at the plants

may be in error due to meter inaccuracies. while in other instances some of the data was

outright missing. Therefore, based on other available studies, an III rate of 15 percent is

assumed for the purposes of this. study which is well within accepted industry standards or

averages under normalized conditions.

7.1.2 Wastewater Revenue Under Exisft Rates

The principal revenue for Austin's wasmwater system is derived from charges fmm

wastewater sales and extra strength surcharges. For informational purposes, historical and

projected wastewater sale;,s revenue is shown in Table S-3. The projection of revenue from

wastewater sales for the FY 2000 is based upon the schedule of rates that became effoctive

November t, 1998, and is estimated to total S 101,048{8f10.

^ Projected wastewater sales revenue by customer class under existing rates for the FY

2000 is shown in Table S-4. The estimated Slt}t million of future wastewatar sales revenue

is based upon the projection of customer growth and waste-water sales volumes presented in

Tables 5-1 and S-:. 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 outside City customer classes are shown indicating that 91.5 percent and 8.5

percent of the total revenue are derived from these respective groups.

Another component of the Utilitys wastewater sales revenue is derived from

industrial wastewater surcharges which are estimated to total $3.5704C1f} in FY 20flC1. Other
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contributed volume of each class is generally based upon wastewater winter average billing

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

for lawn sprinkling and car washing.

Based on a historical analysis, it is estimated that the amount of flow entering the sewers

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

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

associated with infiltrationftnf#ow as the wastewater system must be adequate to convey and

process the trstal flow, Recognizing that the major cost responsibility for infiltration/inflow is

Allocable on an individual connection hasis, two-thirds (66.7%) of the infifirittionAmflow

volume is allocated to customer classes based an the estimated number of custumetr connections

with the remaining one-third (33..3%) allocated on the basis of contributed volume. Tlie

a!location of III on this basis tra cvstomer classes is shown on Table S-12,

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

^ flow rates of both contributed wa.stewnrer and infiltration attributable to each customer class.

6tfiltrationiinfktw is estimated to comprise about 30 percent of the total peak flows.

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

estimated average domestic strength concentrations and contributed wastewater volume for

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

domestic sewap are estimated to be about l44 milligrams per tiler (mg/1) and 200 mg/1.

respectively, for all customers excluding Industrial users. Because of the pretreatment efforts of

these customers, their strengths are estitnated to be 77 mgJl for HOD and 92 mgA for suspended

solids. An average infiltr8tiorJitt{iow strength allowance of 40 mg/1 for Saf) and 95 mg!! for

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

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

lalants.

The ROD and suspended solids strengths that are in excess of normal domestic limits of

200 mgA are assigned to the surcharge customer classification as shown on Line 22 of Table S-

11.1. The estimates; of excess strength quantities for surcharge customers. art based on a detailed

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

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

bills rendered.

B. 4.3 Customer Class Cost of Service

Costs of service are distributed among customer clams by application of unit costs of

service to respective service requirements. Unit costs of service are based upon the total costs

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

service.

8-l8
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COA Treated Water Usage In Million Gallons

1
1

^

sags^
Avg Day Max Day Max Haur Max bay Max Hasa ROrife8

Month Usa ge U e Usage tasa2a to r4 Day to A Dal Inches

0et3; 3;733 12043 137-75 200.20 114 1,68 1.38

ryoor42 2,808 93 61 103.22 169,60 1.10 1.81 3.76

Uec92 2,661 85 82 06 02 132.70 1 12 1_55 3.29

.ixa93 2,544 82.07 94.18 138.30 1.15 116 3 39

1" 3,288 81 71 87.39 131,00 1 07 1.80 3 14

Mu-93 2,634 0495 98,83 155 70 1.14 1 83 2 09

4^V-93 2,749 91.93 113.29 15400 1.24 1,68 194

m.y.y3 2.982 96,19 114 11 156 80 1.19 1.63 6.30

Aw93 3163 105.43 12$00 205,60 121 195 3.99

jd43 4.844 149.80 179.38 271 10 1.20 1,81 0.00

Iwp43 5,498 177.36 185.44 285.70 1.08 1,61 0.73

SW93 4,096 138_54 16092 2tT910 118 1,53 0_334

FY 9243 39,789 109.0+1 108.44 285.70 1.70 2.02 30.37

q^t- .65+4 111 .66 !17,w 1.22 1 2.

NaV43 2,755 91.63 99-98 148.20 1.09 1.61 1_03

pso43 2,628 84.78 93.23 137 70 lie 1.92 1.14

Jaarlki 2,660 85.47 82.119 135.40 1.09 1.80 143

{.9S 2,429 86.74 94,35 135.40 1.09 1.59 2-13

MIw-44 Z731 88,09 100,34 14930 1.14 1.69 1 70

Apr-94 3,008 103,26 11977 16730 1,19 1.67 1,68

14ori94 3,087 89.59 118.82 17180 1.19 1-73 368

im-94 3,723 12411 163A7 24150 132 1.85 0.74

J*94 5,478 175-11 t€8U8 295.90 1.12 1.89 0,26

Mq.94 4,256 137.26 160.35 273.00 1.31 1.88 8.50

5w94 3,425 114,17 144.81 197,60 1 27 113 5:09
FY 0.94 39,773 105.97 198.78 295.90

-
1.61 2.72 30.37

Oes 3,262 10524 1.8 72019 1.30 178 785

Ncv-24 2804 03,47 100 54 16440 1.08 1.76 1,83

C" 2.67€1 86 14 94-32 155.90 1.09 1 81 6.67
Jvo45 2,681 WAS 94.92 134.80 110 1. 0.81

F" 2,530 90.38 103.12 133.40 1.14 1_48 1 44
fa045 2,818 90.82 102.60 140:20 113 1.54 3.21
ppr.95 2,899 96:85 112 §9 160:00 1.16 ISO 109

tdty435 3,239 104 49 117.12 152,80 1 12 1,40 4.40

.7uo-S5 3,641 110.04 147 58 204,90 1-25 1 74 2.74
M-95 4,850 156 45 191,31 308.00 1.22 1.98 0.03
!ia{t95 4,484 144 63 171 40 260-50 1 19 1 73 5.71

5ap83 3,805 126.83 164-63 235.40 1.30 1.86 2 70

FY 94416 39.585 408A6 191.31 309.00
--

1.75 2.55 44.16

Oat- 4,076 131 45 145.62 23Y33 1. 1 1 77 1,43
14w-95 3,175 105-82 116.55 164,90 1.10 1.66 322
Our," 3,079 99.32 112.43 182-70 1.13 164 0.61
,hn-99 3,254 104:97 122.27 172 40 1.18 1.54 0.07

F" 3,353 110.73 133.56 202.30 1.12 1,89 0.
F^-98 3,388 106.33 127.43 176.80 1 17 1_62 0.80
It;*96 3,733 124,42 147 07 227-80 1.18 1.83 1.9(}

VwY* 4,517 145-72 173.51 286.80 1 19 1.83 1.112
.ksr96 3,950 131,87 165.51 253.50 1 25 1,93 4 48
,lm44 5,285 189.82 191.99 298.70 1.13 1- 0.15
Ikt% 4,694 148.20 195.74 28270 1.32 1.01 8.81

3w18 3,438 114 64 129.80 176,80 1.13 1.49 4.02
FY 45a 48.819 125.63 1".74 299.70 1.58 2.3 27.83
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Month Uss
Avg. Day

Us

Usago W.-O)
K%x Day Max Hour

U e Usage

Max Day
to A. Day

Max Hour
1o A. t7m

Ramteli
InGts4ts

W-0 3.652 11780 13282 183 50 113 166 0.78

NW," 3,162 10539 115.t4 161 70 too 1.44 4 13

4s-96 3,035 9791 108.13 14610 1.10 1_40 2.18

yn 37 3,M 98_41 109-94 13820 141 1.39 1 07

FoDB7 Z714 98.92 111.93 14990 1.15 1.55 3 84

^p.g7 2,592 98.51 11007 16024 1 16 1.68 1.68

qpr 37 3,008 100.28 115-03 16070 1 15 1.58 6.60

mry.9T 3257 105,05 117.82 102_30 IA 2 1,54 7 10

Jo-97 3,269 10897 124.29 159,90 1.14 158 8 87

JaF97 5.021 161 98 190.92 27820 1 i8 1.72 2.13

Amp 407 158:99 175.21 24760 112 158 234

W7 4,747 158.24 18+6.43 M50 1 17 1.61 146

fYVo7 42,605 117.27 190.92 278.20 1.63 2.37 41."

Oct•37 3,076 12600 16176 217A0 1.29 14 U2

flow97 3.243 104.90 12792 169-10 1.22 1.62 2.91

8W87 2s9'28 94.36 10286 146.20 100 1.55 4.46

,f^gb 2,882 92.96 98..24 15180 106 1,83 2.67

^ygg 2,682 42_22 97.53 152.00 1.06 1.65 328

mum 3,001 96,80 106.88 19720 1.12 204 3.61

Fp-" 3,485 118.15 140.38 246 70 1.21 212 0.76

Wpm 4.738 162.78 177 45 30610 1 19 2.00 1173

„>" 6,214 173.81 202A4 31840 1-18 1 83 1.56

JaF4I! 5,649 17699 206.25 311 31D 1 15 174 190

/M*98 4,878 157 35 20637 31470 1 31 200 139

9ep1$ 4,049 130.63 17Q +17 249.90 1.36 1.91 8,16

fY 9741 46.40 127.18 209.37 316.10 1J62 2.30 33.91

row
R; rt^m^ar^ns6y0av.oWmm^ewamw,a

vsas.-,e^lad^.e^t^t,.dtsu.i.W,.4w+ya.+
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Austin Wefer Utility
Contract Revenue Band Debt Service

Buslgct
Line Year

No CRB Description

S

I Circlo C MUD #3 962.3814
2 Circle C MUD Y3 Assumed 161,13 1
3 Cird+eCMUD#4 0
4 Circle C MUD #d Amawd 0
5 Mapk Rua MUD 1,398,558
6 MagEc Run MUD Assumed 248,331
7 Not2A Austin MUD 0

4 8 North Austin MUD Assumed 0
9 Scxthtnnd Oab MUD 704,M
10 Southland Oaks MUD Assumed 36,277
I I Tanghxo.vd MUD 114,291
12 Tangl+owood MUD Assarted 37.084
13 V MW at Y1I.Q. MUIl 1,M7.436
14 Village at W.O. MUD Assumed 263.Fb4
15 Wells Branch MUD 105.220
16 Wells Branch MUD Assumed 0
17 Unused 0

1$ Total CtB Debt Service 5.529,736

r

^
^

►
A-_13
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COS Rate Study 1Y99 ^
Issue Paper #1- ItevertueBe^temertts dc Test Year J
PtC 1Mietn her Cotnrpents * As of I?J101"

^

1

6

components of required revenue in the tog of service ,study. By making it easier for people to identify specific
revenue items, it gives ratepayers greater confidence that the cost of service process is open and fair. In addition,
because specific revenue components can be more easily identified, items of disagreement can more easily be
discussed and debeted.

The cash basis approach continues to treat outside city customers in the same manner - requiring those customers
to bear the risks OW rewards of ownership - as in the pasi. Conversion to the utility method would require
charging otudde-tity users a return on investment on ownership risks that the city has previously shared with those
users,

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

Conclusion on Revenue Basis: On the basis of the {cottceptwO discussion to date, the cash basis is the clear choice
over the utility basis. However, the Rate Advocate recommends that The COS study be performed on both cuh and
utility bases to allow P1C members to better anderurtud the impacts of this decision on COS issuas.

The choice presented to the F'IC has been whether to study the cash basis or the utility btasis. The Rate Advocate
believes that such a choice is unnecessary and undesirable. As described by the COS consultant, the utility basis
appears to require more extensive work than the cash laasis. Cmtking a cash basis revenue requirement alternative
computer model should not be overly burdensome- lvforeorier, a new cm study is done very infrequentlyand of a significant cost to utility aottstmters. The opportunity to perform a thorough analysis of the choice between
cash and utility bases in this COS study seems; to amply justify the COS coasu8ard's time,

TW Year:

Consultant Recommendetitrs: Use Prat ecte4 or Budgeted test year

Searcy Wtllls. Multi[atull .

I agrm with the re,.-^otnniet;dntion made by the rate consultant on this issue.

There is absolutely no reason to use a historital test year, unless the City desires to have each customer class
scrutinize the budget (which is already approved)

To reinvent the wheel by in effect rec[in^Cilitlg between some
audited historical period to the curient budget would be pointless. I suppose that any customer class has the tight to
particilust~ in the budget process, but to second guess an existing budget would imply that the City would have to
revise the budget if costs were disapproved.

orma usre. Wholesale!

I believe we should follow a historical tess year. not the projected test year.

I. Test Year

As a outside flbserver, this seems a confusing topic If, as was stated, there was no difference in +autcomes,
why would the city not wish to choose the method that has the least amount of controversy. section 11, 1 in
the issue paper states that "because there is no profit motive, them is no obvious mason why the utility would
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COS Rate Study 1999
Issue Paper gi - Revenue Requirements & Test Year
PIC Member Comments - As of IV IONS

want to overstate its revenue requirements, In fact, city councils generally attempt to minimize costs in order
to limit rate increasc.s. This is a very conutm political goal, which effectively limits the potential for
unreasonably high revenue nsluiretnents,"

Yet in Aumin. this does not appear to be the case, With a policy ckciston to keep In-City residential
customers at a seven year average of 28.8% below Cost of Service, them is a sufficient rnotive to overstate
revenue reqaitenn<nts for other customer classos. In the last seven years, how often have the utility budgeted
revenuc requirements been challenged during the budget process? I doubt the trecor4 will show any credible
and meaningful discuss ion on water utility revenue requirements during the budget public hearings or council
debate to pass the utility budget and rates.

in '1'exas, an historical test year is used in determining rates for investor owned tKilitie.s. Adjustments arc
permitted foc known and measurable changes. However, as indicated by Mr. Willis, these adjustments are
subjected to a high level of scrutiny. It is unreasonable to assume that the standard used to adjust historical

' cost in the process of preparing The City budge is the same standard that would be applied in a regttlatmy .
review, If rates an to be determined on a utility basis, the appropriate stazting point is an historical test year.
Path adjustment to histarical costs and revenues needs to be explained and docusnenttd.

^ H. Recommendation

A change in cost of service methods will inevitably shift costs among customer classes. and may shift costs
within the wholesale class. The City should provide both a cash/budget analysis and a utility/histtrricaF test
year analysis. Both analyses are required in order to assure wholesale customers that the tatertmking process
is not being manipulated,

Michael Btnnertimue^aie:

n I do not agree with the recommendation made by the rate consultant on this ime,

The renons I oppose the recommendation} of the rats consultant are as follows:

Using the historical test year adjusted for known and measurable changes is, in rny opinion, the only practical and
^ defensible methodology. It provides a 9trottger, foundation and is more difficult to misuse than aprojectad test year.

Using It Projected test Year is an incentive for the Utility to overstate its revcnue requiremettts. (Which it
consistently does em now)

^ I feel confident and I ant sure I speak for the entire wholesale class when I say *'So far this process is looking
like a total reversal of the t992 Cost of Service report and pn}ky. TdceaBesa to say, it will be Impossible tobuild any consensus and support for this new trCadY. In order for me to sell It to my colleagues, I must that

02,
believe in it myse^f. From what I}tave seen so far, this appears to he the first phase of a systematic
destruction or a policy that we, the Wholesale Customem, have come to accept as reascrtMabJe. I do hope you
are able to reverse my early observation and opinion to this point."

ft Vkken;. t}va$!de Qtv Itedd4ntFat:

I Agree with the recommendation made by the rate consultant on this issuc.
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`The Perfect 5ta►rrn`: Setting priorities at the

Austin Water Utility in a time of fiscal crisis

BY SCOTT HENSON

Executive Summary

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

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

consumption.

But at the Austin Water Utility (AWt1J they're calling it a"Perfett Storm' of disaster because if people

use less water, AWU won't generate enough revenue to pay for Water Treatment Plant 4 jW`]i'4), not to

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

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

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

Clooney) steered his ship directly into the tempest in search of a big catch and everyone died- So city

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

the City Council charge ahead with ►1VTP4 -crasting ratepayers $1.2 billion over the life of the project -

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

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

Just last month AWU officials informed the City Council of an expected S43.2 million revenue shortfall in

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

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

conservation. It 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 never

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

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

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

residential rate impacts.

Investment in WTP4 has been touted as Austin's "stimulus' for the local business community. albeit one

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

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

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

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

economy

The Perfect Sta•m: Setting priorities at the Austin Water Utility in a time cif/4sctrl crtsas, June 9, 2010
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ftetortrtmendatiorts:

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

conservation goats and the 2008 cost-of-servKe study, then tell residential rate payers exactly

what their overall rate hikes will be through 2015.

• Constructing expensive new infrastructure white simultaneously shiffing, costs from commercial

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

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

rate payers all at once.

« Before beginning construction on WTP4, evaluate cheaper plant options that would replace the

decummrsaioned "Green Water Treatment taiant" with a new plant located in the Desired

Development Zone and drawing water from Lady Bird Lake.

. Continue to implement water conservaticsrs, including aggressive, summertime lawn watering

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

goals

• Prioritize fixing leaky pipes over a new intake tor new revenue bond indebtedness so that

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

The Perfect Stom Set#i g priorities at the Austin water utility in a time offiscal crisis. June 9, 2010
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Introduction: The Perfect Storm and Austin Water Rates

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

(AWU) officials told commissioners they were experrencing a"Ferfect Storm" of reduced water sales

and income because of recent rain, the effects of conservation programs, and the economic downturn

Revenues are down more than 1096 and AWU expects to take in S43.2 million less this fiscal year than

they'd budgeted. If, in that environment, the Austin City Council moves forward with construction of

Water Treatment Plant 4, as they are scheduled to do at their meeting on Thursday, June 10, there's

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

hikes.

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

this "Perfect Storm" continues, they will be much larger than anyone has so far admitted. in 2009, the

City of Austin began a series of mufti-year water rate hikes aimed in large part at paying for the WTP4

project -dubbed the Billion Dollar Mistake on the Lake by local environmental groups With its massIve,

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

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

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

residential ratepayers, and they certainly don't take into account AWU`s new revenue reality in the

short-to-medrum term. If the utility sells less water and has the same c3ebts to pay, they must charge

consumers more per unit of water,

Projected Homeowner Water Rate Hikes Already Onerous

for residenttal consumers, prcrpcssed 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 a.5% overall in the FY 2010 budget, but that

number is deceiving because residential customers took the brunt of the increase, witnessing a 10.145

boost in single-family residential water rates °

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

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

residential users. AWU plans "to continue to phase out the remainder of the water rate subsidy of the

residential customer class ovff the next 5-7 years,"* meaning similar adjustments can be projected going

forward.

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

by AWt1 recently to the Budget Subcommittee of Aus#m`s Water-Wastewater Commission-,

The Perfect Storm; Setting priorities at the Austin Water Utility in a time of fiscal crisis, June 9, 2010
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Table 1: Projected Combined Water Rate Hikes (2o 1U- 2DI 5)

2010 2011 2012 2013 2014 2015 Total

1Nater 5.7t]% 6-80% 5 5-7i1^b 25M 3A 4'.19%

^Wastewater 3.30% 2%1 3 .50% 4.30%
--------------

3.10% 2.50% 2f1.2#1^6

Combined ( 4.50g6 4.5096
-----

S.5(l% ' 4_509k 2.5096 28.96%

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

the hit in the first year, seeing their water rates increase by 10.1':!k, not 53%. So residential water rates

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

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

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

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

here are the projected residential water-rate increases over the same period:

Table Z itesfderttEal Rate Hikes including Cost of Service Adjustment (2010 - 2015)

20151 Total2010 2011 2012 2013 2014

Resi+dential

Water 10.1t1% 12-05% 9.7596 I1-59°^ 10.109F 4.43% 73.82%

So between overall rate hikes and the shift in burden from industrial to residential ratepayers, Ausnn

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

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

the cost -of-service reallocations,

AWU Revenue Models Flawed, Over-Optimistic

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

pay for cost reallocations and Water Treatment Plant 4, but that's already in the works- On top of that,

the utility based those rates on the assumption that people would buy more water than has generally

turned out to be the case.

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

revenues from AWt1 water sales.' which are the only available revenue source to pay off the debt if

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

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

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

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

The Perfect Storm. Setting priorities at the Austin Water Utility in a time of fiscal crisis, June 9, 2010
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downgrade in its debt, Increasing costs and leading the city to continue running a deficit in the water-

sewer utility This year that shortfall is expected to exceed $100 million +4

Austin could easily find itself in the same situatton. AWU's assumptions underlying the written

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

indefinitely, but this year's revenue decline belies those assumptions, AWU's projected $43.2 million

shortfall demonstrates what happens when conservation combines with higher rainfall leve(s, a

development that took AWU budget officials by surprise.

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

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

revenue windfali during the [recent] drought" but that didn't happen. He concluded that 'Aggressive

conservation pricing models can eliminate windfall opportunities-" "'

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

future, how firmly can we rely on their projections several years out? If current, lower usage fevets

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

conditions, rates must increase even more.

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

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

Council in 2UD9 showing the need for WTP4 assumed Austinttes would use 462 gallons per capita per

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

reduce water use to 140 gpcp by 2420,"7, thereby also reducing the volume of water sold and thus the

revenue available to pay for Water Treatment Plant 4. What's more, single-family residential water use

per account has been declining, from a high of 10,258 gallons per month in 1993-20E30 to 6,287 gallons

in the 2008-2009 Fiscal Year a'

Overestimating Water Sales

These trends create a dilemma of W"fP4 is constructed, If water use doesn't increase steadily, then even

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

to cover WTP4-related debt, which will cost ratepayers $1.2 billion including Interest, AWt)'s projected

shortfall in the current fiscal year is 10-296 of projected revenue. The utility has sufficient reserves to

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

higher. In that case, instead of a?4% rate increase by 2015 for homeowners, 93.6% would be required t^

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

(and/or underestimated the cost of UVFP4)_

Using data derived from the bond prospectus associated wi WTP4-, C 1 depk*ts the increases in

total pumpage AWtJ' told bondholders will occur to generat revenue to pay its debt-,

The Perfect Storm- Setting priorities at the Austin Water Utility in a time of fiscal cri5is, June 9. 2010
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Chart 1. "ected Total AWU Pumpage: 2009 - 2018
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These projections certamiy don't jibe with a543.2 million dip in 2010 water sales, but the trend also

seems unrealistic compared to actual total pumpage data from the past decade. as reported by the City

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

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

dramatic economic and population growth, depicted in Chart 2:.

Chart 2. Total AWU Annual Pumgage:1999 - 2006
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AWt1 has consistently overestimated Austinites" water use to project demand for water treatment

€acilit"res that never materialized, In 24D2. when the Austin City Council first authorized hiring Carollo

The perfect Sto`rrt' Setting priorities at the Austin Water Utility in a time Of fiscal crisis, June 9, 2010
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Engineering for the WTP4 project, AWU staff estimated that Austin's peak summer water use would

reach 281 million gallons per day (mgd) by 20M 17 That turned out to be a dramatic overestomate. Chart

3 shows the actual peak use over this perjo&

Chart I Actual Peak Water Use Per [}ay I '993- 2009
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Even so, simdar to its overall pumpage projections, AWU told bondholders that peak use will climb

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

chart 4. Projected Peak water use Per Day: MM- M18
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Given the inflated estimates from 2002, there's little reason to believe from recent experience that the

steep upward curve depicted to bondholders represents a realistic expectation of real,world events.

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

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

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

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

officials have so far projected, including successful conservation efforts, more rain, and a real prtsperty

glut that has reduced the number of new residential and commercial hookups. By contrast, as AWU°s

Mr, Cobern noted, summertime conservation measures - particularly restrictions on lawn watering -

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

anticipated. So if water sales aren't as high as AWU optimistically prafected, the utility must either

increase rates or reduce the General Fund transfer from the utility (which this fiscal year runs about S29

million"') and make up the difference with property tax increases

Steering the AWU Away from the Perfect Storm

The Austin environmental community has argued that AWU should wait before launching WTP4 to

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

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

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

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

even more strongly.

Any average Austinite whose income is declining would think twice about purchasing an expensive new

home that commits the family to high, ongoing debt payments, but that's how AWU suggests Austin

respond in the face of its current, unexpected decline in revenue

The 'Perfect Storm' behind lower 2010 water revenues stems primarily from three sources. according

to AWU: New conservation measures, the end of the recent record setting draught, and the current

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

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

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

eliminated opportunities for revenue 'windfalls" the utility prevvinusly expected during penods of

drought,

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

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

debt

The Perfect StBrm: Setting priorities at the Austin Water Utility in a time of fr`scat crisis. June 9, 2010
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misplaced Priorities: Fix Leaky Pipes instead of Building New intake

in the rneantime. AWU continues to put off critical maintenance on older water lines in the central city

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

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

maintenance on the ones it already has19, but AWU has not yet learned that basic lesson of fiscal

prudence in lean economic times.

Some have argued for WTP4 based on the jobs created through a large, debt-ftnaneed publ+c works

project AWU Director Greg MesTaros even said he considered WTP4 a"locaf stimulus" project that

would create thousands of short-term jobs2", though in this case ratepayers, not the Obama

Administration, will pick up the tab. But if Austin wants to create tabs through AWtl, its focused on the

wrong project

According to the City Auditor, AWU lost 9-85 million gallons of water per day in 2007 through leaky

pipes which have never been fixed." That"s 3.5 billion gallons of water per year the City just allows to

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

leak out of the system every day.

\18^tlsng last summer to questions submitted by Counctlmember Bill Spetrnan, AWIJ revealed that

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

rated° pipe where the nza}^u o# leaks are Eocated_ uring a cold snap in a

Austin Chron e, e o d east iron sections a em accounted for 91% of water main breaks. ^'

Na water system is leak-proof, but the City could start by fixing the 250 miles of identifiably deteriorated

^ pipe, a task which would cost $33E) mi#lion, city staff told Councilmember Spelman. That's a significant

amount which would require a nine-figure bond issue, not to mention generating employment lasting

many years beyond WTP4"s scheduled construction, But that's not where AWU's priorities tie_ Instead

AWU plans to spend just $81,8 million fixing leaks over the next five years, AWU told SpeEman, by which

time even more pipe will inevitably deteriorate.

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

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

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

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

The Perfect Storrm Setting priorities at the Austin Water Utility in a time of jiscul crisis, June 9, 2010
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Recommendations:

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

mounting fiscal crisis and misplaced priorities:

+ Estimate proposed rate increases based on data that includes implementation of new water
conservation goals and the 2008 cost-of-sesv+ce study, then tell residential rate payers exactly

what their overall rate hikes will be through 2015.

•
Constructing expensive new infrastructure while simultaneously shifting costs from commercial

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

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

rate payers all at once.

• Before beginning construction on WTP4, evaluate cheaper plant options that would replace the

decommissioned "Green Water Treatment plant" with a new plant located in the Desired

Development Zone and drawing water from Lady Bird lake-

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

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

goals.

• Prioritize fixing leaky pipes over a new intake for new revenue bond Indebtedness so that

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

The Perfect Storm: Set#'!ng priorities at the Austin water utility in a tirne oJffscut 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 Bonc! Prospectus dated November 5, 2009, p 2L

Data for Chart 1{ Projected total annual pumpage (in mdlions c5f gailons):

2009 55.3$5

2a10 56,289

?Q21 ! 57.270

201.2 58,301

59,350

2014 ^ 6[},155 1

2015 61.242

2016 62,349

2017 63,477

201$ 64.524

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

199-9 46,422

2CkDf7 52,194

1 2001 50,14{3

2002 50.883

20t33 51,111

2004 J 48,469

2005 51.3)4

2006 56,603

2007 45,868

^ M8 53,ob6

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

1999 216

1-2000 227

2001 243

2002 214

2043 Z321,
2004 197j

20t}5 247

20t?6 217

2007 180

ZOD8 z27

2009 229
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Data for Chart 4: Projected Peak Use (in mill ton of gallons per day)

2ocr^ 245

2{110249!

2t?l2§4

7012 258

2013 263

2©14 268

2015 272

2016 277

2t117 181

2t}18

Note: This documented was edited June 10 to correct non suhstantnrE typographical and editing erruts

EPIONf1TE5.

I Also unlike the federal stimulus. Austin ratepayers will see immediate rate increases to pay for it while debt

accrued in Washington can be put off until future generations
`:009-2010 PROPOSED BUDGET RESPONSE TO REQUEST FOR INFORMATION,"

Response to City Councilmer»ber

Cnns Ailey. Request 430. September 9„ 20M
Study Report. Austtr Water Utility Cost of Service Rate Study 2E)08. Red Oak Consulting

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

meeting of the Budget Subcommittee

[bid
All projections are within t.he S•3 year period during which AWU says it will shift its cost-of-serv!te al9ocatiGns.

Utility bills likely to increase,* City and County Beat Slog, Austin American Statesman, AOri! 28. 2010

Bond Prryspectus,'Official 'Statement," Dated November 5, 2009. p 14.
'Water-sewer rates to climb 30% over next three years," Houston Chronicle, April 22,20M

..US Urban ResFdereL. Cut Water Usage, Utilities Are Forced to Raise Pnces," Circle of Blue WaterNews, April 14,

2010-
11 Spreadsheet obtained under the Pub+ iti. Information Act from the Austm Water Utility by BI!{ Bunch, October

20t39.

The perfect 5torrft° Seffing priorities at the Austin water Utility in a time of fiscal crisis, June 9, 2010

Page 13

P-WB00917
188



" Austin City Council Agenda Item 35, May 13, 2010. The 'Nscal Memo" atcompanymg the agenda item stated the

financial ampa;.t to the !rutsttn Water Utility is 'unknown' beyond the need to hire more conservation personnel,

but the fiscal impact of selling less water is clear from the 2014 revenue shortfall- AWU will receive less revenue

thar} would otherwise be anticipated

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

meeting of the Budget Subcommittee. 'Historical & Protected Accounts (Fy Average)'

Backup matenat for Water-Wastewater commissioners provided to the author by city staff from the tune 3
meeting of the Budget Subcommittee.
'; Assume from the calculation in Table 2 that the amount required to pay off WTP4 debt and other obligations is

1,7382 times the 2009 rate. or a 73.82% increase for residential ratepayers from pre-WTP4 rates at projected

levels of use. Now assurne water sales continue to underpertorm compared to AWU projections, currently

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

the same revenue level will require a rate equal to 1 73821.8979, or a 93-59s overall rate increase from 2009 levels

Bond Prospectus, 'Official Statement," Dated November 5, 2009, p. 21,
"Recommendation tor Council Action," Backup material, Austin City Council. Agenda Item 32, 4/4102

Really an extra S 28,967,464,` according to backup material for Water-Wastewater comm4ssioners provided to

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

Parks and Rec It you build;t,' Austin Chronicle, May 28, 2010 Said PARD director Sara Hensley, „"We have to

say we can't build it if we can't maintain +t_"

Comments recorded in authsyr°s notes from a public meeting April 20 at Concordia University,

Office of the City Auditor, 'Audit Repqrrt AustFe+ Water Utility Water Coss,` April 28, 20(39

Memorandum to Councs3rnam3ser Bill Speiman from Assistant City Manager Rudy Garza, "Response to WTP4

"froren Assets. A4YU and the Busted P+pes," Austin Chronicle, }anctary, 22, 201U

The P+etfei Storm: Setting priorities at the Austin Water Utility in a time csffiscc+l crisis. June 9, 2010
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