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the mansager He has succeeded Don't even THINK about screwing the people for conserving precious water
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Austin water ratepayers are vichms of pork barrel polihics at its warst and 3 failure of integnly and teadership
trom AWU director Greg Meszaros, from his boss. City Manager Mare Oft, and from his boss. 8 narrow 4-3
city council majority that includes sitting Mayor Lefingwedl ang councimembers Mike Martinez and Shery!
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The “Save Water Save Money” coalition of SOS Aftiance. Austin Sierra Club, Clean Watsr Action. and
Environment Texas documented for two years running (hat water use was not increasing as Water Ubidy
directors inssted. such that butiding the “Bikon Dollar Mistake on the Lake" water planl was a total waste of :

ratepayer funds. We documented that it would iead directly to the rate trap that we are In nght now it was all j
crystal clesr from 2009 through 201} before construction on the plam began It was ciear that Austin Water
n had & finance and water waste protlem nat 3 treatmant probiem ,’___’/
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But the Austin Chamber the Real Estate Council, the conraciors, and the Statesman sditonal board st
ignored the facts that were clear i the Water Uitility's own dats and fell for the scare tactcs and
misrepresentations of Meszaros and Company

Austinies are saving water bscause rates have skyrockeiad and they care about our city and our planet. Thay
are saving despite the incompetence of ity management With Water Treatment Plant No. 4, Meszaros. Oft
and Leffingwet! led Aushn over a cliff Somecne shouid be heid accountable Price and Toohey should teli the
truin
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) = ' Gee. if only this could have been predicted when the Statesman, Chronicie and city councyl were pushing 3

’ ~ natt bilion doliars I debt for a water treatment piant we didn't need Oh watt, it was, in detail
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To bleme massive rate hikes on the pdtance spent on rehates of the Balcones Canyonlands Preserve (s
shockingly disingenuous Some enterpiising reporter should compare Leffingwel! and Meszaros’ COMMEnts
- togkay on the topic of water rates with the mendacious foolishness they were spewing when thay wanigd to
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\hy drop m water use conld cost Austp customers more wawamys  hpn wws mystatesman com Tiews Tiewa Why «drop-in-water-use-Lo..

O

build WTP4 This was ail both predictable and predicted

The envirommentalists oppasing al that new debt were Ihe real “iscal conservatves * Leffingwelt the
Statesman, Chronicle, and other WTP4 boosters all owe ratepayers » tig mea culpa
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D TominAustin Repar!
- ! Hey boss what's up? These people are cutting back water use 5o much we can'’t rake in & prof like we used
' 45 What'i we do now? Son, GMAB, easy - just bump the rates hie we always do We know that consernving
does not save a § Look at Austin Enargy. they tumped rates Recycling trash? A rash cow for us means
nothing to the environment Get with the program, keep Austin Weird 6-figure city boss
g3jam Feb 25 2014
T Timmy1234 Repont
. ’ So that ciown Leffingwell wants to bm#t ngnvital” expenses?
Nove! concept
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T | JOEYe68 Report
. tats cut the Gity water service off and let the truck roll on into the nelborhoods We have lo walch the waler we
use because of the drought OKk 50 now lets torget about the restriction and wasle watef SO we dont have that
stupid and dumd water rate raise Cur politicians are dumd!th!
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" | am agree with Okt Blowhard. Bl Bunch, and GrisforBreakfast commants al he same e My head may
explode. The new 10-1 city council members need to put 3 stap to the city staff undermirng water
conservation efforts in the future,
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2010-2011 PROPOSED BUDGET
RESPONSE TO REQUEST FOR INFORMATION

DEPARTMENT: Austin Water Utility
REQUEST NO.: 14

REQUESTED BY: Riley

DATE REQUESTED: 8/3/10

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

RESPONSE:

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

Appropnated Funds

« Four Points / Spicewood Transmussion Main $1.8
» Four Points Reservorr $5.2
¢  WTP4 - Bull Creek Site Reiated Projects $55.2
+  WTP4 - Bullick Hollow Site Related Projects 5716

Total 1984 Prop 4 Bonds Appropristed 5139.68

&1l of the $141 muthon in voter authonzed bonds will be issued and expended on the
previous bond proposition projects constructed in the 1980s, Bull Creek site acquisition and
engineering completed n the 1980s, and the current WTP4 and transmission main
construction at the Bullick Hollow Site.

The $508 million in WTP4 construchion at the Bullick Hollow site is currently estimated to be
funded through $78.8 million of the 1984 Proposition 4 bond authorty, $327 6 million in
commercial paper which will be converted to long-term revenue bonds, and $101.6 milion in
cash funding from Austin Water Utility current revenue.

The Council approved Financial Policies for the Austin Water Utiiity aliow the voter
authorized bond authority to be increased by inflation plus an additional 50% for
construction of the original scope of bond projects that have been significantly delayed. By
applying this financial policy. the total funding for WTP4 is authorized at $597 9 miilion when
including inflation and the additional 50% limit. This funding hmit will provide sufficient
funding to compiete the construction of WTP4,

P-WB00880
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2011-2012 FINANCIAL FORECAST
RESPONSE TO REQUEST FOR INFORMATION

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

REQUEST: For expenditures made on the WTP4 project at the Bull 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 & Maintenance costs.

RESPONSE:

Of the $55.7 miliron expended on the Bull Creek Site, about $7.6 million was funded with
cash and capital recovery fees, and the ramaining $48.1 million was debt financed. The
current outstanding debt on the original Bull Creek Site is approximately $28.9 miltion with
annual debt service of about $2.2 million through November 2030. Appendix A is an
estimatad debt service schedule for the Bull Creek Site bong-funded expense

The Bull Creek site has been repurposed and has heen dedicated to the Balcones
Canyoniand Preserve. There are minimat Operations & Maintenance costs to maintain the
site as part of the BCP; however, those costs are not associated with WT P4 now, or in the
future.
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Appendix A

CITY OF AUSTIN, TEXAS
Estimate of WTP#4 Deht Sarvice foe Bull Creek Site Only

1985-2009
Principal Principat Flacal Year
Date Cutstanding Additions Principal Coupan interest Total Total
8 000 000 00 - -
1115785 8 GO0 000 GO - 12 000% 480,000 00 480,000 00
0515/86 80000000C  13.513.00000 - 480,000 00 480 000 00 960,000 00
11/15/86 21 513000.00 - 30539097 12 000% 1,280,780 00 1586 170.97
081587 2120760803 10.000 000.00 - 1272,456 54 1.272 456.54 2,868,627 51
111587 3120760803 - 466 BGB.40 12 DO0% 187245854 2,339,122 84
05/15/88 30,740.642 64 - 1,844 456 56 1,844 455 56 418357850
14415188 30 740,942 645 48423282  6400% 88371016 1467 94278
05/15/88 3025671002 5 000 000 00 . G68 214 72 068,214 72 2 436 157.50
11/15/88 35256 710 02 - 58501632 8400% 112821472 1.713,23304
O5¢15/80 34671689170 - 1109.404 13 1 109.454 13 2822727 W
1111590 3467166170 506 029 18 B 400% 1,108.494 13 1715523 32
05/15/91 34 085 682.52 - 1.000 101 20 1080 101 20 2.805 624 82
191591 34,065 682 52 52722906 6400% 1090,101 20 1717.330.26
05/15/82 33.438433 47 - 1070.029.87 1 §70.029 B7 278736013
11/15/92 3343843347 648 553.90 8 400% 1 D70 029.87 171858377
05/15/53 32,785,879 56 - 1054827615 1046278 15 2.767 853 82
11415283 32 7TBE B79 56 566932 12 63800% 1,082,086 03 1.751,958 14
05/15/4 32 119,547 45 1148 152 00 - 1 (569,958 27 1 059,968.27 28110856 41
1115404 33 269 006 45 TIE 01620 BTHN% 1114514 83 1,830,631 03
05715585 32.553.08325 - 1,080.528.29 1 090,528 29 2821058832
1915485 32 553.083.28 738014286 6 O00% 978,592 50 171460676
0541586 31 31505839 - 954,452 07 G54 452 .07 2.669.088 83
111506 31 8150688 89 759,764 80 6 000% 554 452 Q7 1714246 87
Q515/87 J1 055274 19 - 93165823 931658 23 2645905 10
111587 31055274 13 78124930 6 000% 931,658 23 1712907 52
0511598  30.274.024 89 - 908.220 78 808.220 75 262112827
1111598 30,274 024 892 80228022 6000% g08.220 75 1.710.480 87
D5/15/90 2047176467 - 884,152 54 864,152 94 2594 633 9
111580 26 47176467 8188 00 82270107 58675% 836,261 32 1 658,562 18
0515100 28857 26161 - 813,145 80 813,149 80 2472 11218
111500 28657 26161 1 577 00 B42 67757 5675% £13 149 80 1655827 36
G5!/15/01 27 815 181 04 - 789283 57 789,283 57 2445 11093
111501 27818 18104 111400 8618617 86 5 500% 764 944 43 16826562 42
0511502 28,955 657 05 - 741 286.57 741 280 67 2,367 B42 99
11502 26 955657 05 87545351 5 500% 74128057 1 620 826 07
05/1543 28076 11154 - 717,083 07 T17.083.07 2337915 14
191503 26075 11154 506.000 00 896 276.57 §S500% 717 09307 1513,385.64
05415/04 25,685 834 47 - 708,350 46 708,360 46 2.319.730.10
111504 2568583467 030001 87  5500% 706,380 46 1536 36213
0&/15/05 24 755 B33 20 - 680 785 42 B5B8C 785 42 2,317,147 54
111505 2475583330 S44 187 88 5.250% 549 840 62 1,594 028 48
U8115:08 23811 645 44 - 825 05569 625.055 69 2,219.084 18
1115406 23.811.645 44 956,667 66 5 250% 825,055 89 158172335
OhIMBI07 Z2RE4 97778 - 599 G43 17 599,943 17 2 181.666 52
TINB07 2285487778 3,000 000 00 D87 260 19 5250% 599,043.17 1567.203.36
051508 24887 73758 - 653,302 5¢ 853 302 59 2,220,505.94
111508 24887 717 59 1,108,528 35 5250% 653,302 59 1762 830 84
0515/08 2377818824 6918976 00 : 624177 47 624 177.47 2 387.008 41
111508 30,697 16624 80286170 4500% 690 686.22 1,503.347 82
05/18/10 29,784 503 54 - §70 37833 8§70 376 33 226372425
111510 20,794 ,503.54 92288803 4600% 6B5 273.58 1,608 171 61
05/15/11 2887180551 - 564 046 93 664 046 93 227221854
1111511 28 871.805 51 842 06185 4 600% 664,045 83 1 606 108 58
LAgueaatsAn_shardats Fnancel PBnnngWCIFWTREWTPA Funang nd Expenditure update 5-15-2010 xisBull Treen She Debt Service
P-WB00882
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CITY OF AUSTIN, TEXAS
Estimate of WTP#4 Debit Service for Bull Creek Sita Only

1985-2009
Principal Principal Fiscal Year
Date Outstanding Additions Principal Coupon interest Total Total

05/15/12 27 923 5643 85 642 376 51 B4z 379.51 2 248 4R8 (0

14145/2 2792954385 95608193 4 800% 542 370 &1 1602 361 44

0545113 25.568.561 92 820,299 82 820 299 92 2.202.861 36

1171513 76,968,561 92 1028519350 4600% 620.299.92 1,648 919.42

05/1514 25 840,942 42 556,641 68 506,641 68 2.245 581 10

11/15/14 25.940,842 42 104221528 4 600% 536 641 68 1,638 856 96

0B/15/15 24888727 54 57267072 57267072 221162768

11715415 24808 727 14 1110018 17 4 600% 57267072 1 682,689.90

05715716 23,788 707 97 547 140 2B 547 140.28 2.2726,830 18

1516 23788707 97 117680861 4 600% 547 140 28 1 723848 89

0515417 22611 880 36 520,073.68 520 073.68 2 244 022 58

1411847 22 811,899 36 124123403 4500% 520 07369 1761307 T

05/15HB 21370,66533 481 525 0 491 52530 2.252 83302

11/15/18 21.370.665 33 130171823 4680D% 494 52530 1,793,241 53

0815119 20.068,849 10 48158583 451 585 83 2254 827 36

11415418 20 058.8458 10 136797204 4 600% 451 58583 1,829,558 77

0511520 1870097815 430 122 45 230 122,45 225968122

1418/20 187067615 1,386 93276 4.600% 43012245 4.817.055 21

051521 17.314 043 39 268,223.00 398.223.00 2,215.278. 21

11115724 17.314,04339 147452723 4600% 398,223 00 1872750 22

051522 15 BaQ 516 16 3654 308 B7 384 308.87 2.237 05910

1145422 15 839.518.18 1563002530 4600% 364,308 87 15033324 17

0515823 14.300.450 B6 32891129 328911 28 223224546

1449523 14,300 490 86 180300534 4600% 328 @14 29 1532 806 63

05/1524 12,696 485 53 292 018 40 202 018 40 2722492602

19/15/24 12.698 405 83 1 678.015.27 4 600% 282018 40 1 970,034 66

05/15725 11018 480 26 253.425 05 25342505 222345971

11116726 11018 480 26 176476008 4 600% 25342505 2 018 185 13

05415728 §253,720 18 21283568 212,835 56 2,231 92068

111528 §.253,720 18 1.838 127 14 4 B00% 242,835 56 2,050 962 70

0514627 7 415593 04 170,558 84 170,558 64 2,221.521 34

L1827 7.415503 04 193668330 4500% 170.558 €4 2 107.242 03

051528 547890965 126.014 92 126.014 92 223325695

117115128 5 478,906 65 202261432 AB00% 126,014 92 2,148 628.24

06715729 3,456 28533 79,454 79 79484 79 2,228 124 U3

11115429 3456 295 33 2126 187 27 4 600% 79 404 79 2 205 882.07

051530 1330 108 08 30 592.49 30,582 49 2236727455

11115730 1.330 108.06 133010806 4 600% 30,592 49 1 380,700.55

051531 Q00 900 000 1,360.700.53
Totals 48 088.017.00 48098017 00 £1.41503102 109.51 304802 108.513.04802
‘Aguadatadin_sharsta Financal PancagGIf WTPAWTP4 Funging and Expencihre wpate 5-16-2010 xisBul Cruex Sue Debl Service
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2011-2012 FINANCIAL FORECAST

RESPONSE TO REQUEST FOR INFORMATION
DEPARTMENT: Austin Water
REQUEST NO.: 34
REQUESTED BY: Spelman
DATE REQUESTED: 6/30/2011
REQUEST: For the $508 million budget for WTP4, please give an annual expenditure
projection, starting the year the $508 million budget covers, showing both cash/out of pocket
payment and debt service for each year, and show that projection through the end of the
projected debt payment schedule.
RESPONSE:
The $508 million capital infrastructure expense annual expenditure projections, showing

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

P-WB00884
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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 wastewaser services under the direction
of the Waser and Wastewater Utility. The goal has been to replace the cost of service rate
study medei adopted in 1993 with an updated model consistent with curment practice and
date. The Utility’s job in conducting the study has been to balance the interests of all

customers so that all can be served, o :
The Study teamn was asked to analyze rates without regard to past assumptions ?/

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

The Black snd Veatch team was particularly sensitive to ensuning fully defensible
methodologies are used, since the City of Austin has in past years spent more than $7 W
million unsuccessfully defending rates ot based on accepled 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 gnd
recycled watet rates were excluded from this study.

Cost of service rate studies deal with how o divide the rate burden among /]
different types of customers. The overall amount of revenue required is not the subjeet of
this study, but rather how to “cut up the pie” so that alt customer 2roups pay their fair

“share, Any revenue not contributed by one customer class mus! be provided by
ather customers—hus, rate-se1ung is inherently controversial,

The consuiting tcam had the bepefit of the active participation of a Public
Involvement Committee comprising representatives of all cestomer ciasses selected by
the rate-paying groups themselves in corducting this study. The Council also appointed
and funded a Residential Rate Advocate 10 represent in-Clty residential and small
commercial ralepayers,

In 1993, the City Council made a commitment to charge wholesale customers
cost of service rates as part of a legal settlement and to move toward cost-based 'ﬂ?‘%
rates for all customers. Since then, the Council has reviewed and adjusted rates
annually in fifilling this commitment. Hawever, in-City residential ratepayers continue

PFT of Michae! Castillo-358
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adopting any rate structure. See “Section 1.4 Decisions Facing the Council” later in this
Executive Summary for more on this subject,

1.3 Features of the Recommended Rate Structure and Model

1.3.1 More Accuracy and Precision

The new rate structures and comresponding models are more accurate and
precise because they are based on fixed asset data that the Utility staff has developed
since the previous rate study was completed. These end other data make it possible to
more accurately attribute costs to particular water or wastewater service functions.

One finding that resulted from this greater accuracy is that the fixed service or
“castomer charge” for water and waslewater rates should be increased. The fixed charge
is higher in the new rate structure largely because the study team was able to identify the
fixed asset and depreciation costs associated with cusiomer's meters and services which
make up much of the fixed chargs. This is Just one example of many details altered by
the use of fixed asset data.

1.3.2 Mera Incentives for Conservation

The recommended sate structure introduces water conservalion incentives for
tomunercial, indastrial 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. Presently, the single-family residential
customers are charged on the basis of 2 four-tier inverted block conservation rate
structure without any corresponding incentives given lo other customer ciasses. The
seasonal rates are “revenue neutrsl” in that they recover the same amount of revenue from
affected classes, but charge a higher price on their consumption during ihe peak—use
summer months and & lower price during the winter months.

Wholesale customers are exempted from seasonal rates in the recommended
structure because many already assess conservation rates on their retail customers. The
Uility 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 black to the top tier of
residential waler rates thal would affect about 5% of the largest-volume customers to
discourage excessive water use.

The new model uses a “noa-coincident peak™ methodology that spreads the cost
of serving water custorners 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
condittons for each user category. For example, the average usage per account for the nside
City residential single family customer class was based on an analysis of the FY 1996-1092
usage, and is projected to be 8,400 gallons per month in FY 2000,

Wholesale water service is provided to 16 entities for resale to individual users, These
customers generaily represent municipal utility districts (MUD), water supply corporations
(WSC), and nmmicipal entities as shown on Tahle W-2. Water sales to wholesale customers are
projected based upon secent 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 omside-Cily rerall costomer classes, and
7.5% by the wholesale customers,

In recent years, water sales have averaged approximately 88 percent of water system
pumpage resuiting in an approximate 12 percent unaccounted for water ratio. The difference
between water sales and water pumpage reflects unmetered bu known uses of water for fire
fighting, sewer and hydrant flushing, and street cleaning, ete., and unaccounted for system
losses in the transmisston and distribution systern. While recent historical experience would
suggest that future unaccounted for water should approximate 12 percent of system pumpage,
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 || percent since the annexation
occurred.  This reduced unaccounted for water ratio has consistently been experienced since
that time. A ratio of 1] percent unaccounted for water is well withm accepled industry
standards or averages It is estimated that 6 percent of this amount is lost in the smalter size
mains distribution system in which wholesale customers shouid not share in

4.1.2 Water Revenue Under Existing Ratss

The principal revenue for Austin's water system is derived from charges for metered
water sales. For informational purposes, historical and projected metered water sales revenue is
shown in Table W-3. The projection of revenue from metered water szles for FY 2000 is based
upon the schedule of rates thst became effective Novermber 1, 1998, and is estimated 10 total
$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
bil) abulation analysis of customer bills and usage for the respective customer classes was
conducted to verify billing urits and the application of exisling rates (o the projected sales
quantities in amriving at the revenue estimates, Of the total projected sales revenue, it is
estimated thet the inside-City customer classes will contribute 88.7 %, the outside City retail
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The FY 2000 operating budget as summarized in Table W-4 represemts the Unility's
budgetary organization structure based upon division, section, and activity categories. The
principal function and activities of each organizational catcgory arc noted on the table. The
treatment division encompasses responsibility for the operation and maintenance of the
Utihity’s Green, Davis. and Ullrich water teatmenl plants (WTP); pumping stations,
reservoirs, and instrument & comrol maintenance; water quality and instrument laboratories,
and process engineering 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 suppoit, field support services, and
special services.

The engineering and planning division's activities include facily engineering,
pipeline engineering (design, records & computer mapping), water resource planning, and
construction and pipeline rehabilitation,

The business support division encompasses the meter maintenance shop, 1ap sales and
inspection activities, retail customer service, snd other suppont services. Some of the other
busiress suppont services include the office of the director; environmental and regulatory
compliance; public involvement; human resources; financial and budget-accounting
management; and information tectinology.

The last category referred 1o as special support includes the Utility Customer Service
Office (UCSQ), bad debt, waler conservation activities. special support, and ather categories
of a general natuore,

As a part of the review process 10 ensure that appropriate operation and maintenance
expense 1tems are being assigned to the proper water and wastewater f unctions, Utility staff
conducted an examination of the percemtage silocation basis of the direct and joint-use
activities of each division, section, and activity. Some expense items are readily identifiabie
a5 being related to providing water or wastewater service, while other items are shared
petween the (wo Utility functions. Further, for budgeting purposes, some items of expense
relating to water functions may be reflected in a wastewater organizational category, and
similarly some expense items related 10 wastewater functions may be refiected 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 Lo water and wastewater
functions by relating them to number of customer accounts, work orders, service activity
statistics, and other such criteria The percentage allocation basis for the Utility's operation
and maintenance costs for cach category of cxpense between water and wastewater service is
shown in the Appendia A section to this report. Funher, additions! expense detail by
organization code for each division, section, and activity of the water and wastewaier utility
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Table W-6
Water Utility

Operating Fund Cash Fiow Analysis

Fiscal Year Ending September 30
Budget
Line Year
No. Description 1998 1999 200
$ 5 $
Revermgy
1 Metered Water Sales Revenuc 103,832,289 107184453 106964,100
2 Fire Protection Charges o
3 Additional Water Service Revenue Required:
Revenne Months
Date incresse Effective
0.0% 12 0
4 Total Water Ssles Revenue 103,832,289 107,184 453 106,964,100
5 Miscellaseous Revenue t,157.918 1,950,787 1,973,100
6 Tnvestment Income 6,269,192 4,546,801 4,188,400
7 Total Revenues 111,259,399 113,682,041 113,125,600
8 Operstion & Meintenance Expense 44,282,500 46,505,300 49,360,000
Debt Service
Revenuc Bonds (Net)
9 Eaisting 25400368 28,961 467 31,336,100
10 Propased o
1} Tedal Revenue Bonds 25,400,368 28,951,467 31,336,100
Other Deb! Service
12 Commercinl 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. & Conir. Oblig. 1,554,652 1.739,725 1,713,600
15 Water District Bomds 1,226,790 2,226 531 2,196,900
16 Total Debt Service 35,321,671 40,519,058 44,248,000
Transfer to Other Funds
17 Payment 1o the City General Fynd 7,822,861 8,279,203 8,720,100
18 Routine Capitel Outlay 820,438 590,811 1,190,600
19 Transier to Capital Fand 8.125.000 11,737,500 12,149,000
0 Operating Transfers 703,863 517,346 1,528,300
) Other Transfers 11.661,830 9,605,000 125,000
pr} Toms! Transfees 29,139,004 30,729,260 23,713.000
23 Total Revenue Requirements 108,743,172 [17,756218  117.321.000
24 Excess of Revenves Over Requirements 516,227 Q06,177 (4,195.400)
Debt Serviee Coverage
25 Reverue Bonds 218 1.94 169
26 Total eby Serviee 1.88 1.65 141
4=11
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Other waler system financial obligations include wransfer payments to the City
General Fund, the Capitai Improvement Program (CIP) Fund, other fund transfers, and
payments for other water ulility obligations. Transfer payments to the City General Fund are
established at 8.2 percent of the average gross revenues of the water sysiem over the current
and previous two years.

The tota! revenue requirements for FY 2000 are indicated to total $117,321,000 ltis
projected thal without an overall 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 matler, the Utility strives to maintsin 2 minimum operating reserve for
working capital purposes to pay bills when due. The targeted minimum reserve amoumt 15
established at 30 days, or approximately 8.3 percent, of annual operating and maintenance
expenses plus any operating (und transfers. Accepted water industry practice is to maintain at
least 43 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 Utihty projects that
it will have sufficient operating reserves to fund the revenue deficiency shown on Line 24.

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

FYZ000 Revenue Requirements

cment Amount Percent
Operstion and Maintenance Lxpense $ 49,360,000 42 1%
Debt Service 44,248,000 37.7%
Payment 10 General Fund 8,720,100 7.4%
Transfer to Capital Fund 12,149,000 10.4%
Routine Capital Outlay 1,190,600 1.0%
Other Transfers/Payments 1,633,300 1.4%
Total $117,321,000 100.0%

Revenue bond debt service coverage, shown on Lines 25 and 26, represents the
relationship of systern net revenue to annual revenue bond and total debt service for each
vear. Maintaining adequate debt service covernge is 2 specific requirement for having issued
wtility 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
teverue bouds ix shown on Line 25 1o range from 218 percent (2.18 ratio) in FY 1998 to 169
percent in FY 2000 under existing revenue/rate levels  Total debt service coverage is shown
10 range from 188 percent to 14) percent over the same period,
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& given function. In order 1o provide adequate service to its customers at all times, the system
must be capable of providing not only the average annual 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
feciiities, such as water treatment (purificaton) and high service pumping, and frunsmission
maing are designed to meet maximum day demands  Other facilities, such as booster pumping,
tanks and waler storage rescyvoirs, and distribution mains are designed to meet maximum
hourly rates of water use. These requirements resubt in different sutios of average to maximum
demands, or load factors to be met by the verious parts of the sysiem, The demand ratios, in
tum, provide the basis for allocating costs of respective facilities to the Base and Extra Capacity
€OSt 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 generaily reflect the highest peaks recorded in recent
years and are used to reflect the relstionship of average demands to maximum demands. The
system demand characteristics are:

Usage Ratlo- Ratio-
Fiscal Avesage Maximum  Maximum MDD MH
Ycar Day Day Hour o AD 1o AD
mgd mgd mgd
1995-96 125.53 195.74 298.70 1.56 2.38
1996-97 17.27 196.92 278.20 163 237
1997-98 127.i8 206.37 318.40 162 2350
3Yr Avg, 123.33 197.68 298.43 1.60 242

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

The historical 3-year average annual, maximum day, and maximum hour water dermnds,

shown s follows, are the bases of allocation factors used in this study. Shown in the tabulation
are the total system coincidenta! demands and the corresponding allocation percentage factors.

5-7
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reflects expected nommalized climatic and economic conditions. Wastewater volume for all
customer classes is based on a winter average approach, or the average monthly smount of
water used over a 90-day period from January through March. The estimated average usage per
account for the inside City residential 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 wastewaiey service is provided 10 10 entities that collect wastewster within
their individual systems, and discharge it 10 Austin’s conveyance system for irealment and
disposal. The lagest of these customers include the Wells Branch Municipal Utility District
(MUD}, North Austin MUD No. 1, and Springwoods MUD. Wastewater sales (o whaolesale
customers are projected based upon recent historical contributed sales levels, and assume that
the FY 2000 wastewater quantities will not apprecisbly deviate from recent past levels.

1n recent years a statistical analysis indicates that wastewater sales have averaged under
BO perceit of wastewater irestment plant flow resulting in an approximate 20 percent
infiltration/inflow (UT) rate  The difference between wastewater sales and treated wasicwater
flow generally reflects normal infiliration of groundwater and inflow from stormwater runoff
into the sewer system. It is believed that some of the measured wastewater flows af the plants
may be in emor due to meter inaccuracies, while in other instances some of the data was
outright missing Therefore, based on other avaiiable studies, an VI rate of 15 percent is
assumed for the purposes of this study which is well within accepled industry standards or
sverages under normalized conditions.

7.1.2 Wastewalsr Revenus Under Existing Rates

The principal revenue for Austin's waswewater sysiem is derived from charges from
wastewaler sales and oxtra strength surcharges. For informational purposes, historical and
projected wastewaler sales revenue is shown in Table $3-3. The projection of revenue frum
wastewnter sales for the FY 2000 is based upon the schedule of rates thal became effective
November |, 1998, and is estimated to total $101,048 800,

Projected wastewaler sales revenue by customer class under existing rates for the FY
2000 is shown in Table S-4. The estimated 5101 million of future wastewater sales revenue
is based upon the projection of customer growth and wastewaler sales volumes presented in
Tables S-1 and S-2. A bill tabulation analysis of the number of bills and wastewater volumes
for each of the classes for a recemt period was conducted to verfy 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,

Ancther component of the Utility's wastewater sales revenue is derived from
industrial wastewater surcharges which are estimated to total $3,570,400 in FY 2000. Other
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contributed volume of cach class is generally based upon wastewater winter average billing
records that exclude estimated water use nof reaching the wastewater system, such a8 that used
for lawn sprinkling and car washing,

Based on a histoncal analysis, it is estimated that the amount of flow entering the sewers
through infiltrationfinflow will average sbout 15 percent of the total wastewater flow reaching
the treatrnent plamts  Each customer class should bear its proporttonste share of the costs
associated with mfiliration/inflow as the wastewater sysiem must be adequale to convey and
process the total flow, Recognizing that the major cost responsibility for infiltration/inflow is
allocable on zn individual connection hasis, two-thirds (66.7%) of the infiltretionfinflow
volume is allocated to customer classes based on the estimated number of customer connections
with the remaining one-third (33.3%) allocated on the basis of conuributed volume. The
allocation of T on this basis to customer classes is shown on Table S-12,

The respansibility for collection system capacity cost varies with the estimated peak
flow rates of both contributed westewater and infiltration attributable 1o 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 custumer class is based on
estimated average domestic strength concentrations and contribuled wastewaler volume for
each class. Estimated average BOD and suspended solids conceatrations of contributed
domestic sewage sre 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 efforts of
these custorners, their strengths are estimated to be 77 mp/t for BOD and 82 mp/l for suspended
solids. An average infiltrationfinflow strength allowance of 40 mg/ for BOD and 95 mg/ for
suspended solids was also used to balance total wastewater loadings contributed by normal and
excess strength users with the wotal wastewater Joadings received at the wastewater treatment
plants.

The BOD and suspended solids strengths that are in excess of normal domestic limits of
200 mgAl are assigned to the surcharge customer classification as shown on Line 22 of Table S-
11. The estimates of excess steength quantities for surcharge customers are based on 2 detailed
analysis of extre strength data provided by historical surcharge biltings of the Uility.

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

8.4.3 Customer Class Cost of Service

Costs of service are distributed among customer ciasses by application of unit costs of
service (o respechive service requirements.  Unit cosis of service are based upon the total costs
previously allocated to functional companents and ihe total number of applicabie units of
service.
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COA Treated Water Usage In Mililon Gallons

Usage WD)
Avg Day MaxDey Max How Max Day Mex Hour | Rsintall
Month Usage Usage Usage Usags toAvg Day toAvg Day | lnches
Oa 82 3,733 12043 137.75 200.20 114 1.88] 1.38
Mor-S2 2,808 23 61 103.22 160.80 1.10 .81 37
Q097 2661 85 82 es 02 132.70 312 1.55 3.28
Jun 3 2,544 82.07 D418 138.30 1.6 1.66 33
Feptl 2,288 an 87.38 131.00 107 1.60 314
Mu93 2,834 84 85 695,63 188 70 1.34 183 208
Aew | 2749 BiB3 11328 154 00 1.24 Lmi 204
Mey-93 2,882 £6.19 114 19 158 80 1.19 1.63 6.30
Jor 93 1163 105.43 128 00 205.80 121 185 399
b33 4,644 440.80 179.39 27110 .20 1.81 0.00
¥ 5498 17735 18544 28570 1.06 1.61 0.75
Sepd 4,006 138654 16082 200 10 118 1583 0.34
FY 92.9] 36,769 109.04 185.44 288.70 1.70 2 30.37
(Y YT R T 277,00 122 7 Iy
Her 3 2,765 91.83 89.95 148.20 1.08 1.6¢ 10D
Dec83 2,528 84.78 93.23 137 70 110 162 1.4
Jun8d 2,650 85.47 8269 136.40 1.08 1.80 143
Fab 2,420 86.74 84,35 139.40 1.00 1.54 213
Mar- 84 2N 88.08 100,34 149 30 1.14 1.68 170
Apr-94 3,608 100.28 177 167 30 t.19 1.67 1.68
May-34 3,087 65 50 11882 171 80 149 1.73 3 48]
JurSs 3723 124 114 163.37 24150 132 1.885 0.74
Juh9d4 5428 17511 196.76 20590 1.12 1.69 028
g9 3,255 137.26 180.35 27300 1.3% 1.68 8.50
Sepfd 3,425 114,17 144,69 197.60 127 .73 5.69 |
FY 8304 38,773 10887 196.78 295,90 1.21__ 2.72 337
[7F:7) 3,262 10524 1388 167 20 1.30 178 7 85
Nov-5¢ 2,804 9347 100.54 164 40 1.08 1.76 1.83
Dec 94 2,670 86 14 8432 155.80 1.08 181 5.67
Jr%s 2,681 88.49 04.92 134,80 140 1.561 081
Feb 65 2,530 9038  103.12 133.40 1.14 1.48 144
Mas-85 2818 5092 10269 140.20 113 1.54 22
A 85 2839 96.65 11259 166G.00 1.18 168 308
Wy s 3239 §04 48 11712 152.80 112 1.48 2.49
& 3541 118.04 147 58 204 80 1.26 174 2.74
SA85 4,850 168 46 19134 304.00 122 188 0.63
A ¥ 4,484 144 63 17140 250.50 11€ 173 57
Sep 5 3,805 126.43 184.60 236.40 1.30 1.66 270
FY 8485 35,585 10545 191.31 309.00 1.76 2,85 44.16
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1
1
13
14
15
s
17

Austin Water Utility
Contract Revenue Bond Debt Service

CRB Description

Circle C MUD #3

Circle C MUD #3 Assumed
Circle C MUD #¢

Circle C MUD # Assumed
Maple Rue MUD

Mapie Run MUD Assumed
Noeah Anstin MUD

North Austin MUD Assumed
Southland Oaks MUD
Souhland Oaks MUD Assumed
Tanglewoed MUD
Tanglewood MUD Assanmed
Village a1t W.0. MUD

Viliage m W.0. MUD Assumed
Wells Branch MUD

Wells Branch MUD Assomed
Unused

Total CRB Detrt Sesvice

A-13

Buxiget
Year

2000
5

962,384
161 83
0

0

1,388 658
248,331
0

Y
704,065
36,277
114,281
37,084
1,307,636
283969
105,220
0

0

5,529,736
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COS Rate Study 1999 Ly W5 - quq \ P \//C_:/

Issue Paper 81 . Revenue Requirements & Test Year =
PIC Member Comments - As of 12/10/98

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

The cash basis approach contimes to treat outside city customers in the same manner — requiring those customers
10 bear the risks and rewsrds of ownership — as in the past. Conversion to the utility method woukd require
charging cutside-city users 8 retum on investment on ownership risks that the city has previously shaced with those
users. .

The cash basis avoids the inherent comroversy of determining the approprisie, higher rate of return for outside city
customess than for insids city customers.

Conclusion op Rovenue Basis: On the basis of the (conceptual) discussion 1o 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 cash and
utility bases to atlow PIC mombers to better understand the impacts of this decision on COS issuss.

The choice presented to the PIC has been whether to study the cash basis of the utility basis. The Rate Advocate
belleves that such a choice is unnecessary and undesirable. As described by the COS consultant, the tility basis
Sppears (o require more extensive work than the eash hasis. Creating a cash basis revenue requirement alternative
computer mode! should not be overly burdensomne. Morsover, & new COS stady is done very infrequently
and of a significant cost to utility consumers. 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 consultant’s (ime. ;

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

I wm O W

PR

Searcy Wijlls, Multifamily;
T agree with the recommeendation made by the rate consultant on this issue.

There is absolutely no reasop to use a historical tes year, uniess the City desires to have each customer class
scrutinize the budges (which is alteady approved) To reinvent the wheel by in cffect reconciling between some
sudited historical period to the current budget wonld be pointless. I suppose that any customer class has the right to
participsiz in the budget process, but to sécond guess an existing budget would imply that the City would have 1o
rovise the budget if costs were disapproved.

Donnn Howe, Wholesale:

Ebelieve we should follow a historical test year, not the projected test year,

I.  Test Year

As 2 outside obscrver, this scems a confusing topic I, as was stated, thare was no difference in outcomes,
why would the city not wish to choose the method that has the Jeast amount of controversy. Section 2.1.1 in
the issue paper states that “because there is no profit motive, there is no obvious reason why the utility would
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COS Rate Study 1999
Issue Paper #1 - Revenue Requirements & Test Year
PIC Member Comments « As of 12/10/98

wanl to overstate its revenue requirements. In fact, city councils generally attempt 1o minimize costs in order
to limil rate increases. This is a very common political goal, which effectively fimits the potential for
tinreasonably high revenue requirements.”

Yet in Austin, this does not appear o be the case, With s policy decimon to keep In-City residential
Cuslamers at a seven year average of 23.8% below Cost of Service, there is a sufficient molive 10 overstate
revenue requirernents for other customes classes. In the last seven years, how ofien have the utility budgeted
revenue requircments been challenged during the budget process? 1 doubt the record will show any credible
and meaningful discussion on water utility revonue 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 determining rates for investor owned wtilities. Adjustments arc
permitted for known and measurable changes. However, as indicated by Mr. Willis. these adjustments are
subjected 10 & high level of scrutiny. It is unreasonable to assume that the standard used to sdjust historical
cost in the process of preparing the City budget is the same standard that would be applied in a regulatory
review. If rates are to be determined on 2 wtility basis, the approprinte starting point is an historical sest year.
Each adjustment to histarical costs and revenues needs to be explained and documented.

If. Recommendation

A change in cost of service methods will inevimbly shift costs among customer classes, and may shift costs
within the wholesale class. The City should provide both a cash/budget analysis and 2 utility/isiorical test
year analysis. Both analyses are required in order (o assurc wholesale customers that the raternaking process
is not being manipulated.

Michsel Bumer, Wholesale:

T do not agree with the recoramendation made by the rate consultant on this issue.
The reasons | appuse the recommendsation of the raie consultant are ¢ follows:

Using the histerical test year adjusted for known and measurahle changes is, in my opinion, the only practical and
defensible methodology. It provides & stronger foundation and is more difficult to misuse than a projectad test year.
Using v projected test year is an incentive for the Utility 10 oversmate its revense requirements.  {Which it
consistently does even now)

I fecl confident and T am sure 1 speak for the entire wholesalk: class when 1 say “So far this process Is looking
like & total reversal of the 1992 Cost of Service report and policy. Necdless to say, it will be impassible to

build sny consensus and support for this new study. In order for me to sell It to my colleagues, I must firsi 4 Y3
belfeve in it mysell. From what [ have seen so far, this appears fo be the first phase of a systematic
destraction of a policy that we, the Whelesale Customers, have come to accept as reasonable. 1 do hope you
are able to reverse my early observation and opinion to this point."
Joe Vickers, Quizide City Residential:
L agres with the recommendation made by the rate consultant on this issue.
8
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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

Austiniites 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 (AWU} they're caibing it 3 "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 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 captamn {played on the g screen by George
Clooney) steered his ship directly into the tempest in search of a big catch and everyone died. 50 crty
staff's use of the dire term is instructive. Like the sea captain in the stary, AWU has recommended that
the City Council charge ahead with WTP4 — costing ratepayers $1.2 bilion over the life of the project -
regardless of the fiscal danger, But this is not a movie. Austin families can’t atford large rate hikes
during a recession and the City has alternatives 1o this expensive boondoggle,

Just last month AWU officials informed the City Council of an expected $43.2 million revenue shortfall in
£Y 2010 due to iower than projected water sales. The water utility’s revenue model had somehow faiied
to predict the "perfect storm* of reduced water use by residences and businesses due to rain and
conservation. If current reduced water sales levels persist, Austin could be required to nearly double
ressdential water rates by 2015, mastly o 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 combmed
with other ongoing debt-funded projects and the City Council's unpublicized decision to shift water-rate
burdens from commercial to residential customers. This report attempts 1o guantify these global
residential rate impacts.

trivestrment in WTP4 has been toiuted as Austin's “stimulus™ for the local business community, stbeit ane
financed by local rate payers instead of the federal government.’ But Austin could also add jobs ~ real,
Tong-term jobs - by repairing massive leaks in our existing water system —leaks that allow nearly 10
million gallans of water a day to just seep into the ground. it could and should alsp invest in "green Jobs”
in water conservation and efficiency that would pay long-term dividends while drought-proofing our
economy

The Perfect Starm: Setting priorities gt the Austin Water Utility in a time of fiscol crisss, June 9, 2010
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Recommendatians:

» 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 payers exactly
what thewr overall rate hikes will be through 2015.

s  Constructing expenstve new infrastructure white simultaneously shifting costs from commeroial
to resigential customers puls 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
decommussioned “Green Water Treatment plant” with 2 new plant located in the Desired
Development Zone and drawing water from Lady Bird Lake.

s Continue to implement water conservation, including aggressive, summertime lawn waterng
restrictions, to limit peak-day water use and achieve recentiy adopted city-wide conservation
goals

s Priortize fiang leaky pipes over 2 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' Seting priorities at the Austin Water Utility i o fime of fiscal criss, June 8, 2010
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Introduction: The Perfect Storm and Austin Water Rates

At 3 recent meeting of the Water-Wastewater Commassion Budget Subcommittee, Austin Water Utihty
{AWU) officials told commissioners they were experiencing 2 "Perfect Storm”™ of reduced water sales
and income because of recent rain, the effects of conservation programs, and the econormc downtum
Revenues are down more than 10% and AWU expects to take in $43.2 million less this fiscal year than
they'd budgeted. If, in that environment, the Austin City Council moves forward with construction of
water Treatment Plant 4, as they are schedulad to do at their meeting on Thursday, June 10, there's
every reason 1o believe they'll be steering ressdential ratepayers into a humicane of future water rate
hikes.

Austin homeowners already face large, projected rate hikes to pay for Water Treatment Plant #4, and «f
this "Perfect Storm” continues, they will be much larger than anyone has so far admitted. in 2009, the
ity of Austin began a senes of multi-year water rate hikes aimed in large part at paying for the WTP4
project — dubbed the Bithon Dollar Mistake on the Lake by local environmental groups  with its massive,
miles-long tunnels under the Balcones Canyonlands Preserve. AWU has suggested raising rstes
continuously over six years beginning with 3 10.1% residential rate increase approved and implemented
tast fall  But public discussions of rate hukes have fargely foiled to consider the disparate impoact on
residentipl rotepoyers, and they certainly don’t take into account AWU's new revenue realtty in the
short-to-medim term. If the utility sells less water and has the same debts to pay, they must charge
consumers more per unit of water,

Projected Homeowner Water Rate Hikes Already Onerous

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

AWU says that combined water-wastewater rates increased 4.5% overall in the FY 2010 budget, but that
number 15 decenving because residential customers took the brunt of the increase, witnessing a 10.1%
boost in single-family residential water rates *

The disparate impact on homeowners results from a aty-sponsored cost of service study' which placed
Austin on a mubty year path toward shifting rate burdens from commercial and wholesale customers to
residential users. AWU plans “to continue to phase out the remainder of the water rate subsidy of the
residential customer class over the next 5-7 years,”* meaning similar adjustments can be projected going
forward.

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

The Perfect Storm: Setting priorities at the Austin Water Utility i a time of fiscal crisis, june 9, 2010
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Table 1: Projected Combined Water Rate Hikes (2010- 2015)

2010 2011 2012 2013 2014 2015 | Total
Water 5.70% 6.80% 550%  6.60% 5.70% 2.50% 34.19% |
Wastewater 3.30% 2% 3.50% 2.30% 3.10% 2.50% 20.20%
Combined 4.50% 4.50% 4.50% 5.50% 2.50% 250% | 28.96% |

1

On its face, that results in 3 2B.96% overall increase. However, residential ratepayers took the brunt of
the hit in the first year, seeing thesir water rates increase by 10.1%, not 5.7%. So residential water rates
wert up 77% more than the averaged amount because of the shift i burden from commerciat and
wholesale customers. if residential rates increase dispraportionately over the next five years at the
<ame rate as in last year's budget, then logically residential increases will be higher than “combined”
rate increases, How much higher? Assurming the shift 1o burden continues at the same pace as in 2010°,
here are the projected residential water-rate increases over the same penod:

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

g 2010 | 2011 012] 2003 2014 | 2015 | Total
Residential | 5
Water | 1010% |  12.05% 975% | 11.69% | 1010% | 443% | 7182%

5o between overall rate hikes and the shift in burden from industnial to residential ratepayers, Austin
homeowners could see a 74% rate increase over this penod —a number city staff have scrupulously
avoided estimating by projecting farward only "combmed” 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 realiocations and Water Treatment Plant 4, but that's aiready in the works. On top of that,
the utiity based those ratas on the assumption that people would buy more water than has generally
turned oul 10 be the case.

The bonded indebtedness to pay for Water Treatment Plant 4 and other AWU projects ss secured by
revenues from AWLU water sales,” which are the only available revenue source to pay off the debt If
water sales don't meet projected levels, bondholders can force the City to rarse rates through a wnt 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] faled to raise rates, many noted, the system likely would face a

The Perfect Storm. Setting priorities ut the Austin Water Utifity in 0 time of fiscol 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 s expected to exceed $100 million “*

Austinn coutd easdy find itself in the same situation. AWU’s assumptions underlying the written
solicitation of band debt for Water Treatment Plant 4 anticipate water sales and revenue nsing
indefinitely, but this year's revenue decline belies those assumptions. AWL's projected $43.2 million
shortfall demonstrates what happens when conservation combines with higher rainfall levels, a
development that took AWU budget officials by surprise.

AWU's budget and financial manager Rusty Cobern recently told an industry publication that “Rising
conservation has coninbuted 1o revenue volatility at AWL” explatning that “We would have expected a
revenue windfall during the {recent] drought” but that didn’t happen. He concluded that “Aggressive
conservation pricing models can eliminate windfall opportunities ”

So # AWU's revenue model falled to predict the current shortfall, projecting just one year into the
future, how firmly can we rely an their projections seversal years out? If current, lower usage levels
persist into the future, thanks to expanded conservation andfor the alleviation of record drought
conditions, rates must increase even more.

Austin recently adopted aggressive new water conservation goals which, upon implementation, will
significantly reduce the total amount of water sold Water-demand project:ons presented to the City
Counal in 2009 showing the need for WTP4 assumed Austinites would use 162 gallons per capita per
day (gpcd) n 2020 V' On May 13, 2010, the Austin City Council approved conservation goals aiming to
reduce water use t0 130 gpcp by 2020%, thereby aiso reducing the volume of water sotd and thus the
revenue available to pay for Water Treatment Plant 4. What's more, single-family residential water use
per account has been dedining, from a high of 10,258 gaflons per month in 1999-2000 to 6,287 gallons
n the 2008-2009 Fiscal Year '

Overestimating Water Sales

These trends create a dilemma if WTP4 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 WTPA-related debt, which will cost ratepayers 51.2 bilhion including interest. AWU’s projected
shortfall in the current fiscal year is 10.2% of projected revenue. The utility has sufficient reserves to
cover that amount for one year™, but going forward if the situation continues, rates must increase even
higher. In that case, instead of a 74% rate increase by 2015 for homeowners, 93.6% would be required ™
Rates could go up even further depending on how badly AW has overestimated future water use
{and/or underestimated the cost of WTP4).

Using data derved from the bond prospectus associated with WTP4'®, Chafrt 1 depicts the increases in
total pumpage AWU told bondholders will occur to generat revenue to pay its debt:

The Perfect Storm: Setting priorities gt the Austin Water Utility in o time of fiscai crisis, June 9, 2010

Page 6

P-WB00910
181



Chart 1. Projected Total AWU Pumpage: 2009. 2018
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These projections certamly dan’t jibe with 3 $43.2 million dip 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 wilt increase
steadily over time. But that contradicts the City's recent experience, even duning 3 penod marked by
dramatic ecanemic 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 (o project demang for water treatmemn
facilities that never materialized. in 2002, when the Austin City Council first authorized hinng Carollo

The Perfect Storm: Setting priorities at the Austin Water ytility in a time of fiscal crisis, June 5, 2010
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Engineering for the WTP4 project, AWU staft estimated that Austin's peak summer water use would
reach 281 millian galfons per day mgd) by 2009." That turned out to be a dramatic overestrmate. Chart
3 shows the actua! peak use over this penind:

Chart 3. Actual Peak Water Use Per Day 1999 - 2009
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Even so, simiar 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: 2009 2018

2065 2010 2811 2042 2043 014 D15 e 2017 H0US

The Perfect Storm: Setting priorities ot the Austin Water Utility in a time of fiscal crisis, june 9, 2010

Page 8

P-WB00912
183



Given the inflated estimates from 2002, there's litte reasan 1o believe from recent experience that the
steep upward curve depicted 10 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 iong 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 property
glut that has reduced the number of new residential and commercial hookups. By contrast, as AWU's
Mr. Cobern noted, summertime conservation measures - particularly restrictions on lawn watering —
have eliminated "windfall oppoartunities” from higher summer water use that AWU previously
anticipated. So  water sales aren'’t as high as AWU optimistically projected, the utility must either
increase rates or reduce the General Fund transfer from the utility {which this fiscal year runs about $29
mition™®} and make up the difference with property Lax ncreases

steering the AWU Away from the Perfect Storm

The Austin environmental community has argued that AWU should wait before launching WTP4 o
perform necessary environmental assessments of the transmission lines, save money in the short-term,
and to determine before borrowing a half-billion doliars whether conservation measures could forestall
new construction even longer. Now, facing unprecedented revenue shortialls , tower water use through
conservation, and this so-cailed “Perfect storm,” the logic of enviconmentalists’ argument resonates
even maore strongly.

Any average Austinite whose income 15 declining would think twice about purchasing an expensive new
home that commits the famdy 10 high, ongoing debt payments, but that's how AWLU suggests Agstin
respond in the face of its current, unexpected dechine in revenue

The "Perfect Storm” behind lower 2010 water revenues stems primarily from three sources, according
to AWU: New conservation measures, the end of the recent record setting drought, and the current
economic downturn Of those, the conservation measures aren’t going away, some years will inevitably
be raimer than others, and even though Austin’s econormy remains better than most, few believe the
effects of the economic crunch will be over anytime s00n. Meanwhile, conservation measures have
eliminated opportunities for revenue »windfalis” the utiity previously expected dunng penocds of
drought.

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

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

The Perfect Storm: Setting priorities at the Austin Water Uttty 1n o time of fiscal crisis, June 8, 2010
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Misplaced Priorities: Fix Leaky Pipes Instead of Building New Intake

in the meantime, AWU continues to put off critical maintenance on older water lines in the central city
which are responsible for leaks that drain billions of gallons of wates per year from the system. The city
parks department recantly announced it would stop building new facilities until it could afford to pay for
maintenance on the ones it alteady has', but AWU has not yet fearned that basic lesson 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 Meszarps even said he considerad WTP4 a "local simulus” project that
would create thousands of short-term jobs”™, though in this case ratepayers, not the Obama
Admunistration, will pick up the tab. But if Austin wants to create jobs through AWU, #'s 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 bilhon gallons of water per year the City just allows to
seep into the ground. It makes little sense to build 50 mgd i new capacity while letting nearly 10 mgd
igak out of the system every day.

i

i

\Rspondmg last summer to questions submmtted by Councilmember Bill Spelman, AWU reveated that
out of 3,600 miles of pipe that ot aperates, 900 miles are deteriorated and there are 250 miles of "highly
worated” pipe where the majority of leaks are located.

. Austin Chronidlg, e oid cast-iron sections o em accounted tor 91% of water main breaks, 2

No water system is leak-proof, but the City could start by tixing the 250 miles of identifiably deteriorated d
ppe, a task which would cost $330 mitlion, city staff told Councilmember Spelman. That's a aigrficant
amount which would require a nine-figure bond issue, not to mention generating employment lasting
many years beyond WTP4's scheduled construction. But that's not where AWU's priorities lie. Instead
AWU plans to spend just $81.8 milhon fixing leaks over the next five years, AWU told Spelman, by which
tirne even more pipe will inevitably deterigrate.

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

The Perfect Storm: Setting priorities ot the Austin Water Utility in a time of fiscal crisis, June 9, 2010
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fRecommendations:

The Save Our Springs Athance offers these common-sense recommendations in the face of AWU's
mournting fiscal crisis and misplaced prorites:

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

+  Construching expensive new infrastructure while simuttaneously shifting costs from commercial
1 residential customers puts too high a burden on residential water customers Put off new
construction until the cost-of -service adjustments ate complete to avoid piling onto residential
rate payers all at once.

» Before beginning construction on WTP4, evaluate cheaper plant oplions that would replace the
decommissioned “Green Water Treatment plant” with a new plant located in the Desired
Devetopment Zone and drawing water from Lady Bird Lake.

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

o Priortize fixing leaky pipes over 3 new intake for new revenue bond indebtedness so that
millions of gallons of water aran’t uselessly seeping into the ground each day.

The Perfect Storm: Setting priorites ot the Austin Water Utility in a time of fiscal crisis, June 9, 2010
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Appendix: The followng data associated with the charts in this report was taken from the City of

Austin Bond Prospectus dated November 5, 2009, p

2L

Data for Chart 1- Projected total annual pumgpage (in millions of gallons):

2009

55.385

2010

56,289

2011

57,270

2012

58,301 |

2013

58,350

2014

60,155

2015

61,242

2016

62,349

2017

63,477

2018

84,624

Data for Chart 2: Historic Annual Pumpage (in millions of gal

lons):

1999

46,422

2000

52,184

2001

50,140

2002

50,883

2003

51,111

2004

48 469

2005

51.374

2006

56,603

2007

45,868

2008

53,066

Data for Chart 3+ Historial Annual Peak Day Use {in millions of gafions per day)

1999

216

2000

227

2001

243

2002

214 |

2003

232 |

2004

197

2005

247

2006

217

2007

180

2008

227

2009

229

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

2010 | 249

2011 | 254

2012 | 258

2013 ! 263

2014 | 268

20151 272

2016 | 277 |

2017 | 281

2018 | 286

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

ENODNOTES:

! Also untike the federal stmulus, Austin ratepayers will see immetiate rate increases to pay for it while debt
accrued in Washington can be put off yntil future generations

I+ 3009-2010 PROPOSED BUDGET RESPONSE TO REQUEST FOR INFORMATION,” Response to City Councilmember
Cnre Riley. Reguest #30, Seplember 9, 2008

* S1udy Report. Austin Water Utifity Cost of Service Rate Study 2008, Red Oak Consutting

* Backup matenial for Water-Wastewater rommissioners provided to the auther by city staff from the june 3
meeting of the Buaget Subcommittes

*(hig

* Al projections are within the -7 year period during which AWU says it will shuft 1ts cost-of-service allocations.

" =unitity bills likely to mcrease,” City and County Beat Biog, Austin Amenican Statesman, April 28, 2010

* Bond Prospectus, “Official Sratement,” Dsted November 5, 2008, p 14,

¥ mgater-sewer rates to climb 30% over next three years,” Houston Chronicle, Apni 22, 2010,

¢ 445 Urban Residents Cut Water Usage, Utihties Are Forced to Raise ences,” Circle of Blue WaterNews, Aprit 19,
2010

" sgreadsheet obtained under the Public Information Act from the Austim Water Utihity by Bili Bunch, Gctober
2009.

The Perfect Storm: Setting priorities at the Austin Water Utility m a time of fiscal crisis, June 9, 2010
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¥ Austin City Council Agenda ftem 35, May 13, 2010, The "Fiscal Memo” sccompanymg the agenda iem stated the
tnangial impatt to the Austin Water Utiily 5 “unknown” beyond the need to hire more conservation personnel,
but the hscal impact of selling less water is dear from the 2010 revenue shortfall: AWU will recenve Jess revenue
than would otherwise be anticipated
i Backup materia) for Water-Wastewater commissioners prowided 1o the author by city staff from the June 3
meeting of the Budget Subcommittee. “Historical & Projected Accounts (FY Average}”
* Backup matenal for Water-Wastewater commissioners provided to the author by ity staff from the June 3
mueeting of the Budget Subtomaittee.
“ Assume from the calcufation m Table 2 that the amount required to pay off WTP4 debt and other otligations s
1.7382 times the 2000 rate, or 3 73.82% increase tor residential ratepayers from pre-WTP4 rates at projected
teyels of use. Now assume water sajes continue (0 underperform compared to AWU projections, curfently
revenugs are at 89.78% of projected amounts. if lower water use and sales continue along these lines, to achieve
the same revenue leval will require 2 rate equal to 1 7382/ 8978, or a 93.6% overall rate mcresse from 2009 levels
* Bong Prospectus, "Official Staterment,” Dated November 5, 2009, p. 21,
" "Recommendstion for Councl Action,” Backup material, Austin City Council, Agenda ttem 32, 4/4/02
" Really 3n extra § 28,957,863,” according 1o backup material for Water-Wastewater commussioners provided to
the author by city staff from the june 3 meeting of the Bugget Subcommittee
* ~parks and Rec It you build #t,” Austin Chronicle, May 28, 2010 Said PARD dwector Sara Hensley, ""We have to
s3y we can't build it if we can’t maintain it”
“ Comments recorded m author's notes from 3 public meeting April 20 at Concordia University.

" Office of the City Auditor, "Audit Report Austin Water Utility Water Loss,” Aprii 28, 2009
P ssemorandum to Counciimember BUi Spelman from Assistant City Manager Rudy Garza, "Response to WTP4
T T,

g - , 2009, pp, 10- U
¥ “frosen Assets. AWD and the Busted Pipes,” Austin Chromdle, January 22, 2010 ™
— o T )

The Perfect Storm: Setting priorities ot the Austin Water Uthity in o fime of fiscal crisis, June 9, 2010
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