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Presentation Outline



• 0% Rate Increase for 2020
– Continued improvements to affordability
– CAP customer rate decrease of $4.00 per month on average bill

• Continued debt management strategies
– Debt defeasances and refinancing 
– $45.2 million debt defeasance in 2019 resulting in $48.4 million 

in debt savings through 2026
– $1.5 million decrease in FY 2020 debt service requirements

• 17 new full-time positions
– 3 operations positions, 6 engineering, environmental & water 

resources positions, 3 support services positions, 2 positions 
supporting AMI and 3 positions supporting Water Forward

Proposed Budget Overview
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Presenter
Presentation Notes
No Rate Increase for Water and Wastewater Customers
CAP customer rate decrease $4.00 or 8.3%
Reclaimed rates increase for Parkland and AE

2019 Debt Defeasance – used $34M in CRFs and $11M in operating cash

FTEs – 17 New



Sources of Funds
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Austin Water Revenue:
FY 19 Amended: $565.4 million
FY 20 Proposed: $577.2 million
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Presenter
Presentation Notes
$11.8M increase in total AW revenue

2.1% increase in total AW revenue



Uses of Funds
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Austin Water Expenditures:
FY 19 Amended: $620.4 million
FY 20 Proposed: $615.5 million

FY 2019 Positions:
1,201 17.0
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Presenter
Presentation Notes
$4.9M reduction in total requirements
0.8% reduction in total requirements
Major reductions in $11M in operating fund transfers for defeasance

17 new position or 1.4% increase in FTEs



Significant Budget Changes
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Description Amount
Increase in chemical costs $2.8 million

Increase in Fleet Preventative Maintenance and Fuel $1.7 million

17 new full-time positions $1.9 million

Increased employee wages & market study adjustment $4.4 million

Increased cash transfers for pay-as-go CIP financing $0.8 million

Decrease to Interdepartmental Street Cut Repair ($2.5 million)

Decrease to Utility Billing Support ($0.9 million)

Decrease in debt service requirements ($1.5 million)

Decrease in transfers for debt defeasance ($10.5 million)

Presenter
Presentation Notes
Significant changes
Chemicals – contract increases and zebra mussel????
Fleet – change in allocation methods to use AW fleet maintenance only
New positions
2.5% general wage increase and Market study increase
Additional cash financing of CIP

Street cut reduction – PW reductions
AE Customer Care reduction
Debt service – defeasances
Defeasance – operating cash reduction to zero



• Capital Recovery Fees (“CRF”)
 Significant fee increase in 2014 to have 

development pay for itself 
 2019 projected net revenue of $34.2 million

• $45.2M debt defeasance in 2019 reduced future debt 
service requirements by $48.4M through 2026

• $149.4M in total debt defeasances since 2016 with 
$159.3M in debt service savings  

• Proposed use of Capital Recovery Fee revenues for 
$34.7M debt defeasance in 2020

Debt Management Strategies
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Presenter
Presentation Notes
CRFs at 100% maximum allowable fee by state calculations
$150M in defeasances since 2016

2020 defeasance $34.7M of CRF only within budget
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Debt Management Impact
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Average Residential Customer 
Proposed Bill Impacts
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Non-CAP Customers Current Proposed
2019 Rates1 2020 Rates1 $ Variance % Variance

Water Service2 40.31$         40.31$         -$          0.0%
Wastewater Service 40.48           40.48           -            0.0%
Total Revenue 80.79$         80.79$         -$          0.0%

CAP Customers Current Proposed
2019 Rates1 2020 Rates1 $ Variance % Variance

Water Service2 21.49$         19.49$         (2.00)$       -9.3%
Wastewater Service 26.48           24.48           (2.00)         -7.6%
Total Revenue 47.97$         43.97$         (4.00)$       -8.3%

Notes: 
1. Bills based on 5,800 gallons of water and 4,000 gallons of wastewater discharge
2. Water bills include the Reserve Fund Surcharge

Presenter
Presentation Notes
Non-CAP – no change in rates 
4.8% reduction in 2018, no change 2019 and 2020, no change projected for 2021

CAP - $4.00 reduction or 8.3%
Reduction of $1.00 / 1,000 gallons in Tier 1 on both water and wastewater


Sheet1

		Non-CAP Customers		Current				Proposed

				2019 Rates1				2020 Rates1				$ Variance				% Variance

		Water Service2		$   40.31				$   40.31				$   - 0				0.0%

		Wastewater Service		40.48				40.48				- 0				0.0%

		Total Revenue		$   80.79				$   80.79				$   - 0				0.0%





		CAP Customers		Current				Proposed

				2019 Rates1				2020 Rates1				$ Variance				% Variance

		Water Service2		$   21.49				$   19.49				$   (2.00)				-9.3%

		Wastewater Service		26.48				24.48				(2.00)				-7.6%

		Total Revenue		$   47.97				$   43.97				$   (4.00)				-8.3%



		Notes: 

		1. Bills based on 5,800 gallons of water and 4,000 gallons of wastewater discharge

		2. Water bills include the Reserve Fund Surcharge
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Customer Assistance Program Overview 
• $0.15 per thousand gallon charge to all retail customers
• Approximately 12,100 CAP participants
• Waived fixed fees and discounted volume rates 
• Proposed $4.00 reduction in CAP average monthly bill
• Increase CAP discount from 40.6% to 45.6% of Non-CAP bill 

Customer Assistance Program
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2020 Average Monthly Bill Comparison: Non-CAP vs. CAP

Non-CAP CAP $ Discount % Discount

Water 40.31$            19.49$            20.82$            51.6%

Wastewater 40.48               24.48               16.00               39.5%

Combined 80.79$            43.97$            36.82$            45.6%

Note:  Bills based on 5,800 Gals water and 4,000 Gals. wastewater

Presenter
Presentation Notes
CAP Program
$0.15 per 1,000 surcharge to all retail
12,100 customers – reduced significantly over last several years
Rate reduction
Increase in CAP discount to 45.6% of Non-CAP rates
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				2020 Average Monthly Bill Comparison: Non-CAP vs. CAP

				Non-CAP				CAP				$ Discount				% Discount

		Water		$   40.31				$   19.49				$   20.82				51.6%

		Wastewater		40.48				24.48				16.00				39.5%

		Combined		$   80.79				$   43.97				$   36.82				45.6%



		Note:  Bills based on 5,800 Gals water and 4,000 Gals. wastewater
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Affordability Metrics

Presenter
Presentation Notes
Affordability Benchmark Study completed in December 2018
Affordability Metrics Report completed in June 2019

This metric includes a comparison of the Austin Water historical rate increases, the water and wastewater industry cost index, and a reference 2% annual rate increase trendline.  Each of these indices would be calculated using a base year of 2016.  The goal for this benchmark would be for Austin Water to remain under the 2% annual rate increase trendline. 



Affordability Metrics
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Average Monthly
Bill Comparison

Combined Bill
Residential
Low Volume

Existing Rates
3,000 gallons water 
and 2,000 gallons 

wastewater

Presenter
Presentation Notes
This metric includes a low volume user bill comparison of Texas and national cities which uses combined water and wastewater bills based on customers using 3,000 gallons of water and 2,000 gallons of wastewater.  The comparison of low volume bills is consistent with Austin Water's rate structure goals to promote water conservation and provide affordable basic water services to our customers.  The CAP customer bill at low volumes should be at affordable levels so the most vulnerable low-income customers have access to basic water services at affordable costs.  
 
AW’s goal of low-volume CAP residential customer bills being below the 20th percentile of all cities surveyed. 



Affordability Metrics
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Average Monthly
Bill Comparison

Combined Bill
Residential

Average Volume

Existing Rates
5,800 gallons water 
and 4,000 gallons 

wastewater

Presenter
Presentation Notes
This metric includes a residential average customer bill comparison.  This metric compares combined residential water and wastewater bills at the current Austin Water average residential customer usage levels of 5,800 gallons of water consumption and 4,000 gallons of wastewater discharge per month.

AW’ goal for CAP residential average bills is at or below the 1st quartile, or lower 25%, of all Texas and national cities surveyed.  Currently, Austin Water's CAP bill is within this 1st quartile goal, ranking 9th out of 36 cities surveyed, exactly at the 25% level.  This is consistent with the results of the 2018 Affordability Benchmark Study.  For FY 2020, AW will propose a $4.00 per month reduction to CAP customer average bills.  This will reduce the CAP customer bills even lower and will be ranked 6th out of 36 cities surveyed.   

For our non-CAP residential average bills, AW’s goal is to improve to below the 65th percentile of all Texas and national cities surveyed over the next five years.  Currently, Austin Water's average residential bill is at the 75th percentile, ranking 27th out of 36 cities surveyed. 




Affordability Metrics
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Affordability Ratio 
(AR20)

Combined Bill
Residential
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Presenter
Presentation Notes
The Affordability Ratio 20 (AR20) is one of two benchmarks advanced in an American Water Works Association (AWWA) publication article written by Professor Manuel P. Teodoro of Texas A&M University.  The title of the article is:  Measuring Household Affordability for Water and Sewer Utilities, Journal AWWA, January 2018.  The article provides a rationale for measuring the affordability of water and wastewater costs based on the impact on low-income households.   

The AR20 metric measures the ability of low-income customers to pay for basic water and wastewater services after paying for other essential costs such as food and housing.  The focus is on low-income customers who are at the 20th percentile of household income, as opposed to looking at customers at the higher median household income.  These low-income customers represent the most vulnerable households in which affordability of water and wastewater services is critical.  The level of household water and wastewater use for this benchmark is for basic health and sanitation needs, represented by 4,000 gallons of water consumption and 4,000 gallons of wastewater discharge per month. 

Currently, for the Austin Water CAP customers, the bill for basic water needs for low-income customers at the 20th percentile income level is only 3.0% of the remaining income after paying for other essential costs, and the lowest of any major Texas city surveyed. For FY 2020, AW will propose a $4.00 per month reduction to CAP customer average bills.  This will move the CAP customer bills even lower to a 2.7% level and will be the 2nd lowest of all cities surveyed.  

For non-CAP customers, bills for basic water needs for low-income customers at the 20th percentile income level are only 5.0% of the remaining income after paying for other essential costs. While this result is right at the 5% Austin Water goal, it is well below the recommended 10%.  As Austin Water's rates are projected not to increase until FY2022 at the earliest, it is expected that the percentage of income needed by non-CAP customers to pay for basic water and wastewater services will continue to improve.




Affordability Metrics
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Hours Minimum 
Wage

Combined Bill
Residential

Number of Hours at 
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Pay for Basic 
Services
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4,000 gallons water 
and 4,000 gallons 

wastewater

Presenter
Presentation Notes
The Hours Minimum Wage (HM) is one of two benchmarks advanced in an American Water Works Association (AWWA) publication of an article written by Professor Manuel P. Teodoro of Texas A&M University.  The title of the article is:  Measuring Household Affordability for Water and Sewer Utilities, Journal AWWA, January 2018.  The article provides a rationale for measuring the affordability of water and wastewater costs based on the impact on low-income households.  

The HM simply takes a combined water and wastewater bill calculated with 4,000 gallons of water consumption and 4,000 gallons of wastewater flow monthly (to represent consumption for health and satiation) for each utility and divides it by the minimum wage per hour in each community. This indicates how many hours a person must work at minimum wage (ignoring taxes) in order to pay for the combined water and wastewater bill at 4,000 gallons.  In his AWWA article, Professor Teodoro assumed a four-person household, 50 gallons per capita per day consumption, and a 31 day month, which equates to 6,200 gallons monthly.

Austin Water's HM for a typical non-CAP residential bill for basic water and wastewater services is at 9.3 hours which is above the suggested 8-hour goal.  While Austin Water's CAP bill is at 5.5 hours, there are only 3 cities with lower results.  Both the CAP and non-CAP bills are consistent with the results of the 2018 Affordability Benchmark Study.
 
For FY 2020, AW will propose a $4.00 per month reduction to CAP customer average bills.  This will move the CAP customer bills even lower 4.9 hours and will be the 2nd lowest of all cities surveyed.  





Affordability Metrics
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Presenter
Presentation Notes
This metric provides a historical look at Austin Water's average customer annual water and wastewater bills as a percent of MHI.  Austin Water has set a goal that our average customer's annual water and wastewater bills represents less than 1.5% of the median household income. 

Austin Water currently has a Key Performance Indicator (KPI) included in the FY 2019 Approved Budget of total water and wastewater annual bills as a percentage of MHI with a goal of below 1.5%.

However, Austin Water forecasts that it will achieve the 1.5% goal in FY 2019.  Further, Austin Water forecasts a downward trend for this benchmark to below the 1.5% goal.  This is due primarily to Austin Water projecting no rate increases in FY 2019, FY 2020 and FY 2021 with only minimal rate increases in FY 2022 and FY 2024.





$975.2 Million 5-year Capital Spending Plan

Capital Improvement Spending Plan
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$ in millions
2020 2021 2022 2023 2024 Total

Water 85.4$        87.9$        76.4$        72.6$        93.3$        415.6$      
Wastewater 84.5           120.0        119.1        101.2        93.5           518.3        
Reclaimed 5.5             9.4             10.7           9.6             6.1             41.3           
Combined 175.4$      217.3$      206.2$      183.4$      192.9$      975.2$      

5-Year CIP Plan FY 2020-2024

Presenter
Presentation Notes
$975.2M 5-year CIP spending plan
Broken down by water, wastewater and reclaimed.
Water 	42.6%
Wastewater 	53.1%
Reclaimed 	4.3%
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				5-Year CIP Plan FY 2020-2024

		$ in millions

				2020				2021				2022				2023				2024				Total

		Water		$   85.4				$   87.9				$   76.4				$   72.6				$   93.3				$   415.6

		Wastewater		84.5				120.0				119.1				101.2				93.5				518.3

		Reclaimed		5.5				9.4				10.7				9.6				6.1				41.3

		Combined		$   175.4				$   217.3				$   206.2				$   183.4				$   192.9				$   975.2
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Proposed 5-Year CIP Spending Plan
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Capital Spending Category 5-Year CIP Spending Plan

Wastewater Treatment Plants $322.2M
Water Pipe System $213.8M
Wastewater Pipe System $154.5M
Water Treatment Plants $100.2M
Reservoirs $47.9M
Reclaimed Water System $41.3M
Pump Stations $26.6M
Lift Stations $18.9M
Information Technology $16.6M
Buildings and Improvements $15.6M

Vehicles and Equipment $15.0M
Other Projects $2.6M

Proposed 5-Year CIP Spending Plan Total $975.2M

Presenter
Presentation Notes
5-Year CIP Plan by category

Water/Wastewater Plants and Pipe Systems - $790.7M  or 81.1%



Fund Summary
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Estimated Amended Proposed
(In Millions) 2019 2019 2020

Beginning Balance 215.8$                  191.7$                  197.9$                  

Revenue 551.9                     565.4                     577.2                     

Transfers In 45.3                       48.7                       47.3                       

Available Funds* 597.2$                  614.1$                  624.5$                  

Operating Requirements 237.6                     238.0                     244.3                     

Debt Service 183.1                     188.0                     186.5                     

Transfers Out 194.4                     194.4                     184.7                     

Total Requirements* 615.1$                  620.4$                  615.5$                  

Excess (Deficiency) (17.9)                      (6.3)                        9.0                         

Ending Balance 197.9$                  185.4$                  206.9$                  

Debt Coverage 1.66 1.68 1.75
Days Cash on Hand 239 274 244
% Cash for CIP Spending 37.1% 35.0% 44.0%

FY2020 Proposed Budget complies with all Council approved financial policies.

Presenter
Presentation Notes
Fund Summary showing balances, revenue, requirements and financial benchmarks

Complies with all financial policies
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						Estimated		Amended		Proposed

		(In Millions)				2019		2019		2020

		Beginning Balance				$   215.8		$   191.7		$   197.9

		Revenue				551.9		565.4		577.2

		Transfers In				45.3		48.7		47.3

		Available Funds*				$   597.2		$   614.1		$   624.5

		Operating Requirements				237.6		238.0		244.3

		Debt Service				183.1		188.0		186.5

		Transfers Out				194.4		194.4		184.7

		Total Requirements*				$   615.1		$   620.4		$   615.5

		Excess (Deficiency)				(17.9)		(6.3)		9.0

		Ending Balance				$   197.9		$   185.4		$   206.9

		Debt Coverage				1.66		1.68		1.75

		Days Cash on Hand				239		274		244

		% Cash for CIP Spending				37.1%		35.0%		44.0%
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Questions?
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