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ANORDINANCE 2010-06-17-0537

AUTHORIZING THE SAN ANTONIO WATER SYSTEM TO
INCREASE OVERALL RATES BY 6.5 PERCENT AFFECTING
ALL  WATER DELIVERY, WATER SUPPLY, AND
WASTEWATER RATE CLASSES; IMPLEMENTION OF RATE
DESIGN ADJUSTMENTS TO THE STRUCTURE OF THE
RESIDENTIAL, GENERAL, WHOLESALE AND IRRIGATION
WATER DELIVERY AND WATER SUPPLY RATES; AND
TARIFF AMENDMENTS TO CHAPTER 34 OF THE SAN
ANTONIO CITY CODE TO IMPLEMENT THE RATE INCREASE
AND RATE DESIGN ADJUSTMENTS.

* * * * * *

WHEREAS, the San Antonio Water System (SAWS) operates a combined water, chilled
water and steam, and wastewater utility system on behalf of the City of San Antonio,
which serves approximately 350,000 water and 390,000 wastewater customers in the San
Antonio metropolitan area; and

WHEREAS, on June §, 2010 the SAWS Board of Trustees adopted a resolution in which
the Board determined that there is a need to increase current rates by an overall amount of
6.5 percent in order to meet the financial requirements of the proposed 2011 operating
budget; and

WHEREAS, on June 8, 2010 the SAWS Board of Trustees adopted a second resolution
accepting the recommended rate design adjustments found in the December 2009 San
Antonio Water System Comprehensive Cost of Service and Rate Design Study (hereinafter
“Rate Design Study™), attached as Exhibit A, which was jointly conducted by the Rate
Advisory Committee (“RAC”), Raftelis Financial Consultants, Inc. and SAWS staff; and

WHEREAS, the Rate Design Study meets the following objectives: (1) Developed
under a community inclusive and transparent process — the RAC, whose membership
reflects a cross-section of the community, held 16 public meeting in 2008 and 2009; (2)
Consistent with the Water Management Plan endorsed by the City Council — the
proposed rate design amendments promote water conservation and efficiency and would
result in over 90% of residential water customers using less than 17,000 gallons per
month seeing a decrease in their current monthly charges; (3) Financially responsible —
the revenue requirement for operating the water and wastewater systems would be
covered under the proposed rate design adjustments; (4) Competitive — for average levels
of consumption, the recommended rates result in combined charges that are the second
lowest among the top ten Texas water utilities; and (5) Revenue neutrality — the proposed
rate design adjustments are revenue neutral to SAWS; and

WHEREAS, the Rate Design Study recommends the following rate design changes to
the SAWS rates:
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o Residential Class

1.

Modify existing Water Delivery block rates by reducing Block 1 and
Block 2 rates to reward customers that use water efficiently and provide an
incentive to others to reduce water usage while pushing more costs to
Blocks 3 and 4 to discourage higher discretionary usage and promote
conservation.

Extend Water Delivery seasonal rates from four months to six months
(May to October) to promote conservation and reduce peak demand.
Change the uniform Water Supply Fee to match the recommended, tiered
Water Delivery block rate cut-offs and differentials to discourage higher
discretionary usage and promote conservation.

Revise Residential Meter Charges to better reflect the fixed costs of
billing, service-on-demand availability, and fire protection availability,
and to improve revenue stability.

Do not change the differential between non-seasonal and seasonal block
rates since the seasonal rate was extended an additional two months.

¢ General and Wholesale Class

1.

2.

3.

Increase the first Block Rate or Base from 90 percent to 100 percent to
represent the usage needed to operate a business.

Reduce the number of Blocks from five to four since the usage difference
between the existing 4™ and 5™ block rates is not significantly different.
Revise General/Wholesale Class Meter Charges to better reflect the fixed
costs of billing, service-on-demand availability, and fire protection
availability, and to improve revenue stability.

Do not tier the Water Supply Fee since there is less discretionary General
class commercial or industrial usage as compared to Residential
consumption.

e Irrigation Class

1.

Modify the Irrigation Block Rate structure to align the Irrigation Block
cut-offs with the recommended changes in the Residential Block Rate
structures. For example, the Block 3 Irrigation cut-off would include the
difference between the Block 2 and Block 3 cut-offs for Residential
customers to represent outdoor discretionary usage (Block 1 would
include zero usage to align with residential rate structure.)

Added seasonal rates to Irrigation to promote more water conservation and
peak demand management. To be consistent, the recommended seasonal
period will cover the same period as modified for Residential rates (May
through October).

Revise Irrigation Class Meter Charges to better reflect the fixed costs of
billing, service-on-demand availability, and fire protections availability,
and to improve revenue stability.

Change the uniform Water Supply Fee to match the Residential tiered
block rate cut-offs and differentials to discourage higher discretionary
usage and promote conservation.
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o Wastewater Rates

1. Do not change the existing wastewater rate structure given that no changes
are warranted at this time.

e Recycled Water Rates
1. Do not change existing Recycled Water rates given that no changes are
warranted at this time.
2. In the future, consider Recycled Rate increases at the same time
adjustments to Water Delivery and Water Supply Rates are considered.

¢ Miscellaneous Changes

1. Modify Private Fire Protection fees based on American Water Works
Association M1 Manual to provide a rationale for the differentials in Fire
Protection fees based on meter sizes. Note that total revenues collected
would not change. Private fire protection customers with smaller meters
would see a decrease in their bill.

2. Current method for calculating SAWS Lift Station Maintenance Fee is
valid and no change is necessary.

3. A special wastewater charge for customers in the Edwards Recharge Zone
is determined to not be advisable. Any limited gains with respect to
equitable costs recovery do not justify the additional effort associated with
calculating, maintaining, assessing and explaining geographically based
charges for such a small area.

WHEREAS, the overall 6.5 percent proposed rate adjustment will increase (1) water
supply rates by 2.9 percent; (2) water delivery service rates by 2.2 percent; and (3)
wastewater service rates by 11.9 percent; and

WHEREAS, the primary drivers for the rate adjustment are the financing of capital
improvement projects for water supply resources, water delivery facilities and wastewater
infrastructure; and growth in operations and maintenance expenses; and

WHEREAS, the proposed rate adjustment is intended to generate an estimated $20.3
million annually to SAWS; and

WHEREAS, pursuant to Article XI, Section 136 of the San Antonio City Charter, the
Supervisor of Public Ultilities is required to “assemble the facts which are essential to
proper determination of cost of service and the fixing of reasonable rates” for the purpose
of presenting a report and recommendations to City Council associated with proposed
rate adjustments by SAWS; and

WHEREAS, the Supervisor of Public Utilities conducted a review of the proposed rate
adjustment and rate design study by focusing in the following areas: (1) sales forecast;
(2) operations and maintenance expenses; (3) capital improvements plan for water supply
resources, water delivery facilities, and wastewater infrastructure; (4) economic/rate
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model & plan; (5) cash flow analysis; (6) key financial targets; (7) revenue requirement;
(8) credit considerations; (9) bill impact analysis; (10) increase to the SAWS affordability
discount program; and (11) equitable considerations of the proposed rate design changes
on customer classes; and

WHEREAS, SAWS and the Supervisor of Public Utilities concur in the following
additional adjustments in rate structure:

e Irrigation Class
1. Make the following modifications to the commercial irrigation blocks: (a)
set block 1 at the 6,732 gallons cut-off; (b) expand block 2 to cover the
range of use from 6,733 gallons to 17,205 gallons; and (c) amend block 3
to cover usage above 17,205 gallons.
2. Adjust the volumetric rates per 100 gallons for each block consistent with
the revised usage per block.

» Seasonal Period
1. Reduce the seasonal period for all affected classes (irrigation and
residential classes) from six to five months (May to September).

¢ Rate Adjustment for Recycled Water Class
1. Eliminate the proposed rate increase for the recycled water class which
SAWS had previously recommended (approximately $50,000 in revenue).

o [Effective Date of Rate Adjustment
1. The proposed rate increase and rate design adjustments would go into

effect November 1, 2010, instead of June 1, 2010 as previously
recommended by SAWS.

WHEREAS, the recommendations of the Supervisor of Public Utilities were presented to
the City Council on June 16, 2010 and June 17, 2010, and are found in the City of San
Antonio Interdepartmental Correspondence dated June 16, 2010 from Ben Gorzell, Jr.,
Chief Financial Officer to Sheryl Sculley, City Manager, attached as Exhibit B; and

WHEREAS, SAWS made four presentations to the City Council on the proposed rate
adjustment on: (1) May 17, 2010 — Revenue Requirement (See Exhibit C); (2) June 10,
2010 — Rate Design (See Exhibit D); (3) June 16, 2010 — SAWS Wrap Up Meeting (See
Exhibit E); and (4) June 17, 2010 — Rate Structure and Adjustment (Summary of
Recommendations) (See Exhibit F); and ‘

WHEREAS, including the presentations made before City Council, SAWS participated
in approximately 143 public outreach meetings related to the planning, deliberation, and
explanation of the proposed rate adjustment and rate design study; conducted briefings
with all City Council offices; submitted to a multi-month financial review by the City’s
Finance Department, Office of Public Utilities; briefed the SAWS Board of Trustees;
hosted numerous open houses, community gatherings and neighborhood meetings
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throughout the City which were open to the public; met with several affected commercial
parties, including the San Antonio Chamber of Commerce; posted information
concerning the proposed rate adjustment on the SAWS Internet site; sent Public Notice
inserts to all water delivery and wastewater customers; and sent informational e-
newsletters advising of the proposed rate adjustment to customers receiving electronic
billing statements; and

WHEREAS, the rate adjustments and increased funds to the SAWS affordability
program are consistent with Section 1502.057 of the Texas Government Code which
requires municipal utility rates to recover all operating, maintenance, depreciation,
replacement, improvement, and interest charges in connection with the utility system; and
any outstanding debt against the system; NOW THEREFORE:

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF SAN
ANTONIO:

SECTION 1. In the exercise of its governmental regulatory authority, the City Council
of the City of San Antonio approves the proposed 6.5 percent increase to the water
supply, water delivery and wastewater service rates and related rate designed adjustments
as set out in Exhibit G which is intended to generate an estimated $20.3 million in annual
revenues to SAWS.

SECTION 2. The recommendations in the Rate Design Study are adopted with the
following adjustments in rate structure:

e Seasonal Period
1. Reduce the seasonal period for all affected classes (irrigation and
residential classes) from six to five months (May to September).

e Commercial irrigation class
1. Make the following modifications to the commercial irrigation blocks: (a)
set block 1 at the 6,732 gallons cut-off; (b) expand block 2 to cover the
range of use from 6,733 gallons to 17,205 gallons; and (c) amend block 3
to cover usage above 17,205 gallons.
2. Adjust the volumetric rates per 100 gallons for each block for the Water
Delivery (WD) and Water Supply rates as follows:

City Council adjusted rate structure (Rate per 100 gallons):

__Inside City Limit Outside City Limit
Cut Off WD Standard | WD Seasonal | WD Standard WD Seasonal | Water Supply
0 gallons !
Next 6,732 0.1526 _0.1526] 0.1984' 0.1984( 0.1529
- Next 10,473 0.1831 02125 0.2381 0.2763 0.2028
Over 17,205 0.3206 0.4400 04168 0.5720 0.3850
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e Rate Adjustment for Recycled Water Class
1. Eliminate the proposed rate increase for the recycled water class which

SAWS had previously recommended in the approximate amount of
$50,000.

SECTION 3. Chapter 34 of the San Antonio City Code is amended by adding the
underscored words and rates, and deleting those struck through words and rates as set out
in Exhibit G.

SECTION 4. At least 30 days prior to the effective date of the adjusted rates, SAWS
shall send notification of the new rates to all affected customers by bill insert.

SECTION 5. The adjusted rates are supported by a comprehensive cost of service study
which has been reviewed by the Supervisor of Public Utilities, and based on such study
and review, the City Council of the City of San Antonio finds and determines that said
rate adjustments are fair and reasonable, equal and uniform, nondiscriminatory, and
necessary to meet the revenue requirements of the SAWS utility system.

SECTION 6. The City Council further finds that the new rate structure promotes the
goal of water conservation and protects the health and welfare of the citizens of the City
of San Antonio.

SECTION 7. This ordinance shall become effective immediately upon the unanimous
vote of the City Council or within ten days following approval by majority vote. The
revised rates and rate design set out in Exhibit G, and as approved by this Ordinance,
shall become effective on November 1, 2010.

PASSED AND APPROVED, this 17" day of June 2010.

M A O R
Julian Castro

ATTEST: APPROVED AS TO FORM:

)

. . [‘%g RM/L WJ 2
Leficia M. Vacektity Clerk ,@VMichael@ ernard, City Attorney
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EXECUTIVE SUMMARY

In December 2009, the Rates Advisory Committee (RAC), an advisory group appointed by the
San Antonio Water System (SAWS) Board of Trustees, and SAWS staff completed work on an
updated Comprehensive Cost of Service and Rate Design Study. The results of this effort are:

e  Established with community input — inclusive and transparent: The RAC
membership reflects a cross-section of the community; the committee held 16
public meetings in 2008 and 2009;

e  Consistent with the Water Management Plan (approved by the SAWS Board and
endorsed by the City Council in May 2009): The RAC recommends conservation-
oriented rate structures that reward efficient water usage; — consequently, over 90%
of residential water customers using less than 17,000 gallons per month would see
decreases in their current monthly charges;

+  Financially responsible: All required revenues to operate the water and wastewater
systems are recovered under the recommendations; and,

e  Competitive: For average levels of consumption, the recommended rates result in
combined charges that are the second lowest among the top ten Texas water utilities.

¢  Revenue neutral

The RAC made its first major contribution in the rate setting process by identifying the policy
priorities or pricing objectives the committee members felt were most important to consider. It
was understood by all parties that the viable alternative rate structures would exemplify all of the
pricing objectives, with an emphasis on the top ranked objectives.

Exhibit E-1
WNEEN RAC Pricing Objectives

Top Three Rated Objectives
1. Conservation/Demand Management
2. Financial Sufficiency
3. Rate Stability

Other Rated Objectives

~ Affordability to disadvantaged customers
Cost of service based allocations

Ease implementation

Economic development

Equitable contributions from new customers
Legality

Minimization of customer impacts

Revenue stability

Simple fo understand and update

RFC
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Following the determination of Pricing Objectives, the RAC held a Conceptual Design
Workshop. Upon discussing the rate structure design options available, the RAC made the
following decisions:

v - 53 . * *
*  Concurrence with concept of discretionary versus non-discretionary ~ water
consumption as foundation for conceptual rate design.

s Resolved that rates should be based on cost of service principles to serve each class
of customers.

»  Concurrence with concept of multiple, tiered blocks for Water Supply rates.

With these basic principles in mind and after a review of various alternatives, the RAC agreed to
recommend the following changes to Residential, General/Wholesale, Irrigation, Wastewater and
Recycled Water rates as stated below.

WATER RATES

RESIDENTIAL CL.ASS

1.  Modify existing Water Delivery block rates by reducing Block 1 and Block 2 rates
to reward customers that use water efficiently and provide an incentive to others to
reduce water usage while pushing more costs to Blocks 3 and 4 to discourage
higher discretionary usage and promote conservation.

2.  Extend Water Delivery seasonal rates from four months to six months (May to
October) to promote conservation and reduce peak demand.

3. Change the uniform Water Supply Fee to match the recommended, tiered Water
Delivery block rate cut-offs and differentials to discourage higher discretionary
usage and promote conservation.

4.  Revise Residential Meter Charges to better reflect the fixed costs of billing, service-
on-demand availability, and fire protection availability, and to improve revenue
stability.

5. Do NOT change the differential between non-seasonal and seasonal block rates
since the seasonal rate was extended an additional two months.

* For the purposes of this Rate Study, non-discretionary water usage refets to a reasonable and responsible amount
of outdoor irrigation per property. However, in the event of a severe water shortage, non-discretionary water usage
would represent water needed for health and human safety.

RFC
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GENERAL AND WHOLESALE CLASS

1. Increase the first Block Rate or Base from 90 percent to 100 percent to represent the
usage needed to operate a business.

2. Reduce the number of Blocks from five to four since the usage difference between
the existing 4™ and 5™ block rates is not significantly different.

3. Revise General/Wholesale Class Meter Charges to better reflect the fixed costs of
billing, service-on-demand availability, and fire protection availability, and to
improve revenue stability.

4. Do NOT tier the Water Supply Fee since there is less discretionary General class
commercial or industrial usage as compared to Residential consumption.

IRRIGATION CLASS

1. Modify the Irrigation Block Rate structure to align the Irrigation Block Cut-Offs
with the recommended changes in the Residential Block Rate structures. For
example, the Block 3 Irrigation cut-off would include the difference between the
Block 2 and Block 3 cut-offs for Residential customers to represent outdoor
discretionary usage (Block 1 would include zero usage to align with residential rate
structure).

2.  Added seasonal rates to Irrigation to promote more water conservation and peak
demand management. To be consistent, the recommended seasonal period will
cover the same period as modified for Residential rates (May through October).

3. Revise Irrigation Class Meter Charges to better reflect the fixed costs of billing,
service-on-demand availability, and fire protection availability, and to improve
revenue stability.

4.  Change the uniform Water Supply Fee to match the Residential tiered block rate
cut-offs and differentials to discourage higher discretionary usage and promote
conservation.

RFC
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WASTEWATER RATES

Do NOT change the existing wastewater rate structure given that no changes are
warranted at this time.

RECYCLED WATER RATES

1. Do NOT change existing Recycled Water rates given that no changes are warranted
at this time.

2. In the future, consider Recycle Rate increases at the same time adjustments to
Water Delivery and Water Supply Rates are considered.

MISCELLANEOUS CHANGES

1.  Modify Private Fire Protection fees based on AWWA M1 Manual to provide a
rationale for the differentials in Fire Protection fees based on meter sizes. Note that
total revenues collected would NOT change. Private fire protection customers with
smaller meters would see a decrease in their bill.

2.  Current method for calculating SAWS Lift Station Maintenance Fee is valid and no
change is necessary.

3. A special wastewater charge for customers in the Edwards Recharge Zone is
determined to NOT be advisable. Any limited gains with respect to equitable cost
recovery do NOT justify the additional effort associated with calculating,
maintaining, assessing and explaining geographically based charges for such a
small area.

CUSTOMER IMPACTS

Exhibit E-2 shows the change in a residential customer’s bill at various usage levels. As shown,
over 90% of residential customers would experience a decrease in their monthly bill under
the RAC-recommended Water Delivery, Water Supply and Wastewater rate structures.

RFC
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Exhibit E-2
WNEEN Residential Combined Customer Impacts under Recommended Rates (5/8” Meter)
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Exhibit E-3 shows the average residential SAWS customer’s combined monthly Water Delivery,
Water Supply and Wastewater charge (7,788 gallons water and 6,178 gallons of wastewater
winter average) relative to the other water and wastewater utilities among the top ten in the state
of Texas. As shown, the average residential customer’s monthly bill under the RAC
recommended rate structure would remain the second lowest among the top ten utilities in the
state and be approximately 6% less than the charges under the current rates.

Exhibit E-3
Residential Water Delivery, Water Supply, and Wastewater Monthly Charges for 7,788
Gallons Water Consumption and 6,178 Gallons Wastewater for Select Texas Utilities (5/8” Meter)
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IMPACT ON MAJOR PRICING OBJECTIVES
Conservation/Demand Management

o  Allows better peak demand management by extending residential seasonal rates by
two months, and establishing six months of seasonal rates for irrigation customers

o  Discourages discretionary water use to promote water conservation efforts.
established in the Water Management Plan through tiering of the water supply rate
structure for residential and irrigation customers.

e  Provides increased conservation incentive to residences with low occupancy but
high discretionary water use through a reduced Block 1 cut-off and reduced rates
for Block 1 and Block 2 usage.

Financial Sufficiency

* Enhances overall financial sufficiency through the tiering of the water supply fee
which acknowledges the added cost of obtaining future water supply sources.

Rate Stability

. Promotes further rate stability by increasing the fixed monthly meter charge for
larger meter sizes.

Affordability

. Increases overall affordability by reducing the rates charged for Block 1 and Block
2 usage to reward those customers that use water efficiently.
Over 90% of residential customers will see a decrease in their monthly bill.
The combined monthly bill for the average customer using 7,788 gallons of water
and 6,178 gallons for sewer per month would be lower than the charges under the
current rate structure and remain the second lowest among the top ten Texas water
utilities.

Cost of Service-Based Allocations

. Utilizes nationally recognized cost allocation methodologies to ensure that rates
reflect cost of service allocation principles.

RFC
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I. INTRODUCTION

The San Antonio Water System (SAWS) is responsible for providing water services to about
350,000 customers and wastewater services to about 390,000 customers within the City of San
Antonio (the City) and portions of the surrounding metropolitan area. SAWS is also responsible
for the operation of chilled water and steam plants that support various downtown hotels, the
City’s convention center, the Alamodome, industrial operations at Port San Antonio and various
buildings at Brook City-Base. Additionally, SAWS supports the City of San Antonio in efforts
to comply with federal permit requirements related to stormwater runoff. SAWS is currently
structured around several core business areas: Water Delivery, Water Supply, Wastewater,
Conservation, Recycled Water, Stormwater and Chilled Water and Steam.

In 2003, SAWS, along with assistance from Rafielis Financial Consultants, Inc. (RFC),
conducted a comprehensive rate study. The purpose of the Comprehensive Cost of Service
(COS) and Rate Design Study (rate study) was to provide SAWS with information concerning
the rate structure for Water Delivery, water resource development (Water Supply), Recycled
Water, and Wastewater. The results of the 2003 study were an adjustment to the individual rates
based on cost of service principles and also a confirmation of the existing rate structures
including:

= Consistent irrigation rate policies across customer classes;

»  Modified base and block rate structure for the General class;

» The use of winter averaging for estimating Residential wastewater returned to the system;
and

» Confirmation of a single-tiered water supply fee (with a recommendation to review this
structure during the next rate study process)

Since the 2003 study, SAWS, with the approval of the City Council, has implemented
adjustments to the rates in order to ensure self-sufficiency, but has not changed the rate structure
resulting from the 2003 study. In accordance with its policy to perform rate studies once every
five years, the SAWS Board of Trustees authorized a new Comprehensive Cost of Service and
Rate Design Study (rate study) to be initiated in 2008 and concluded in 2009. Best industry
practices include recommending a comprehensive cost of service study be conducted every three
to five years to review cost of service principals and to ensure the rate structures are meeting the
objectives of the utility. SAWS initiated the rate study to maintain best industry practices and to
ensure alignment with the initiatives from the new Water Management Plan (approved by the
SAWS Board and endorsed by the City Council in May 2009), the key results which were as
follow:

» Identified a short-range (through 2014), a mid-range (through 2034), and long-range
(through 2060) water supply plan;

RAFTELIS FINANCIAL CONSULTANTS, INC. RFc
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= [dentified a conservation goal of 116 gallons per day per capita usage (“gpcd”) by 2016
by targeting discretionary water use; and

» Committed to utilizing recycled water to maximize limited resources for potable water.

SAWS’ rate structures are progressive and complex compared to those assessed by many other
cities. The existing rate structures include the combination of tiered rates, seasonal rates, and
individualized rates which aggressively promote water conservation. The comprehensive rate
study reviewed the effectiveness of these rate structures and provided information and
recommendations regarding the most appropriate structure for all rates assessed by SAWS
considering such current issues as conservation, consumption characteristics of various customer
classes, fairness and equity implications, financial stability, customer affordability, economic
development and policy considerations. This report summarizes the processes and
recommendations arising from this rate study.

A. Scope of Study

In late 2008, SAWS engaged RFC to work with SAWS staff (Staff) and the Rates Advisory
Committee (RAC) members to conduct a comprehensive cost of service study for the Water
Delivery, Water Supply, Wastewater and Recycled Water systems. The study would assist staff
in determining the effectiveness of existing rate structures, identifying opportunities for
improvement and developing viable rate structure alternatives. Specifically, RFC was to perform
the following tasks:

1) Develop a comprehensive rate model to:
a. Determine the revenue requirements for each core business;

b. Perform a cost of service analysis, following industry guidelines provided in the
American Water Works Association (AWWA) M-1 manual and the Water
Environment Federation’s (WEF) Manual of Practice #27, for each core business
under the existing rate structures and under viable alternative rate structures;

c. Analyze bill frequency and customer usage data to determine the impacts of
various rate structures; and

d. Calculate rates, customer impacts, and rate comparisons under the viable
alternative rate structures.

2) Participate in RAC workshops to assist in educating staff and RAC members on rate
setting issues, methodologies, and industry practices;

3) Make recommendations to Staff and the RAC regarding the most viable rate structure
options that best meet the initiatives identified in the Water Management Plan;

4) Review and make recommendations on other system-wide fees; and
5) Document the rate study in a formal report.
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B. RAC Involvement

One of the key initiatives was to involve stakeholders, such as the RAC, in the entire cost of
service rate study process, in order to obtain stakeholder support and participation in the rate
setting process. The RAC consisted of members of the community, each of whom represented a
diverse segment of SAWS’ customer base depending on his/her background, profession and
interests. See Appendix A for a list of each RAC member and the group they represented during
the rate study process. The participation of the RAC was a key component of the rate study
process and was necessary to ensure proper community representation in establishing rate setting
objectives and rate structures. Staff held a series of workshops with the RAC members. RFC
facilitated discussions in several workshops which covered the following topics:

Overview of the rate setting process;

Identification of pricing objectives;

Conceptual design and identification of alternative rate structures;
Cost of service methodologies; and

o a0 oo

Rates, customer impacts, and rate comparisons of the different rate structure
options.

RAC members were asked to provide key input in the rate development process. This report
documents the methodology used to perform the cost of service analysis, the analyses and
recommendations developed as part of the rate setting process, and the key decisions made by
the RAC. The resulting rate structures, rates, and customer impacts reflect the input received
from SAWS Staff, the recommendations made by RFC, and the decisions made by the RAC.
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II. Overview of the Rate Setting Process

RFC began the rate study process by holding a “Principles of Water and Wastewater Rate
Setting” workshop with the RAC to explain each step in the rate setting process, as shown in
Exhibit 1. The presentation provided information on how to develop cost of service based rates
as well as trends in rate setting throughout the United States. The presentation discussed the
pricing objectives that drive a utility’s rate setting process, the various approaches to determining
revenue requirements and studying cost allocation methodologies, and the advantages and
disadvantages of different rate structures. The steps shown below were used in determining rates
for each core business and are explained in detail in Sections III through VII of this report.

Exhibit 1
INEEN Rate Setting Process

Step 5 - Assess Effectivnessof Addressing Pricing
Objpctives

Step 4- DedgnRate Snuctwre
"\ Step3-Allocat Costs

Step 2- ldentif Revenue Rquirements

Step * Identify Financialhnd
Pricing Objecties

Step 1: Identify Pricing Objectives

The first step in the rate setting process is the identification of pricing objectives. In order to
facilitate the identification and prioritization of pricing objectives, RFC conducted a Pricing
Objectives Workshop for the RAC. At the Pricing Objectives Workshop, participants reviewed a
prepared list of pricing objectives and discussed the relevance of each pricing objective. The list
of pricing objectives identified is provided in Exhibit 2.
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Exhibit 2
IWEEN Pricing Objectives

e rate structure should not only adeﬁuately recover the ceéfs associated with

Financial Sufficiency
providing service, but also ensure enough revenues are generated to meet bond
coverage requirements.

Cost of Service Based The rate structure should ensure each customer class is contributing equitably

Allocations toward revenue requirements based upon the costs of providing service to each
customer class.

Minimization of Customer The rate structure should be developed such that adverse rate impacts on each

Impacts customer class are minimized.

Equitable Contributions from New customers should be responsible for the incremental operating and capital

New Customers costs associated with providing them service,

Economic Development The rate structure should incorporate a preferential rate that may be used to
attract economic development to the San Antonio area.

Rate Stability The rate structure should minimize dramatic rate increases or decreases over
the planning period.

Affordability to Disadvantaged | The rate structure should incorporate practices or procedures that help ensure

Customers economically disadvantaged customers can afford water and wastewater
service.

Simple to Understand and The rate structure should be easy for SAWS customers to understand, utilizing

Update a moderate level of educational tools. In addition, the rate structure should be
able to be maintained effectively by SAWS Staff in future years.

Ease of Implementation The rate structure should be compatible with SAWS’ billing system. In
addition, the rate structure should allow for the continuation of existing
management and system reports.

Legality The rate structure should be consistent with the rate setting methodologies
provided by AWWA and applicable laws, in order to ensure rates are
defensible if challenged in court.

Revenue Stability The rate structure should provide for a steady and predictable stream of
revenues to the utility such that the utility is capable of meeting its current
financial requirements.

Conservation/Demand The rate structure should encourage water conservation as well as assist in

Management managing system demand.

Sub-Objectives +  Reduce Peak Consumption
»  Reduce Seasonal Consumption
+  Reduce Total Consumption
«  Reward Economically Efficient Water Users
s Surcharge Nonessential and Non-efficient Water Use
+  Communicate Conservation Consciousness

During the workshop, each pricing objective was discussed in detail. RFC also explained the
competing nature of some of the pricing objectives. For example, the need for additional
revenue stability (from fixed rate components) hampers conservation efforts as fewer costs are
based on usage. RAC members were then asked to prioritize and select the objectives they
believe are most important to SAWS. RFC had each RAC member classify each pricing
objective as “Essential,” “Very Important,” “Important,” or “Least Important” (classifying only
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three objectives each as Essential or Very Important). RFC then tallied the responses of each
RAC member and the resulting rankings are shown in Exhibit 3. It should be noted the rankings
simply indicate which pricing objectives need to be emphasized more as compared to the
existing rate structure. For example, the existing rate structure meets legal requirements. RFC
and SAWS’ legal staff confirmed any rate structure alternative identified during the rate study
process would have to meet legal requirements in order for it to be considered a viable
alternative rate structure. Therefore the RAC did not find it necessary to emphasize legality in
its top pricing objectives. This is also true for the other pricing objectives with low rankings. It
was understood by all parties that the viable alternative rate structures would exemplify all of the
pricing objectives, with an emphasis on the top ranked objectives. The resulting pricing
objectives would be used to identify viable alternative rate structures.

Exhibit 3
MEEEN Results of Pricing Objectives Exercise

Top Three Rated Objectives
1. Conservation/Demand Management
2. Financial Sufficiency
3. Rate Stability

Other Rated Objectives

- Affordability to disadvantaged customers
Cost of service based allocations

Ease implementation

Economic development

Equitable contributions from new customers
Legality

Minimization of customer impacts

Revenue stability

Simple to understand and update

Py e b e

Step 2: Identify Revenue Requirements

The next step in the rate setting process was the identification of revenue requirements. Revenue
requirements include all operations and maintenance (O&M), capital financing, debt service,
reserve funding, and financial coverage ratio costs incurred by SAWS to operate the water,
wastewater and recycled water utilities. Revenue requirements not only represent the cash-needs
of each utility but also the liquidity and debt coverage requirements. SAWS Staff had already
developed two comprehensive models that identify revenue requirements. SAWS accounts for
O&M costs by cost centers and then allocates the costs to the core businesses of SAWS. Asa
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last step in the allocation of revenue requirements to the each core business, SAWS Staff
allocated the following revenue requirements by core business:

« Operating reserves; + Notes payable;
« Debt service; « Rate funded capital outlay; and
« Commercial paper; « Rate funded CIP projects.

As shown in Exhibit 4, the 2009 budget net revenue requirements (after applying offsets such as
interest earnings, etc.) to be recovered from all core businesses are $334.8 million.

Exhibit 4
IEREN |dentification of Revenue Requirements

$118.7

$100.0

(in millions)

Wastewater Water Delivery Water Supply Recycled Water

Note: Water Delivery includes $9.8 million of conservation costs that are budgeted as part of
Water Supply but recovered from Water Delivery Rates.

Step 3: Allocation of Costs

Once the revenue requirements for each core business had been identified, the next step was to
allocate costs set forth by state and local laws, AWWA, WEF and other authoritative bodies.
The AWWA M-1 manual and the WEF Manual of Practice #27 provide detailed cost of service
principals used to develop cost of service based rates. A detailed description of the allocation of
costs is described in Section III-F and a brief overview of the methodology of allocating costs is
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provided below. The allocation process was divided into two distinct steps:  cost
functionalization and cost classification.

Cost Functionalization: Each cost item used to develop the revenue requirements is allocated to
one or more service functions depending upon its nature. Functional categories used include:

Water Delivery
¢ Source of Supply

Treatment Plant
Transmission
Distribution
Storage

Customer Service/Billing
Meters

General & Admin

Fire Protection
Conservation

¢ & & »

Wastewater
» Treatment
¢ Collection
e Disposal
o Customer Service/Billing
o Meters
¢ Admin & General

Cost Classification: Next, the current classification cost-causative parameters are reviewed and
modified based on industry practices and experience in performing such classifications to ensure
the appropriate assignment of costs. Cost assignment components include:

Water Delivery
o Base Demand

o Peak Demand (maximum day and hour)

Wastewater
e Volume
s Strength (BOD, TSS, FOG, etc.)
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RAFTELIS FINANCIAL CONSULTANTS, INC.




Comprehensive Cost of Service and Rate Design Study

Step 4: Design Rate Structure

Once pricing objectives were prioritized and after data related to cost and usage characteristics
were reviewed, RFC developed conceptual designs, or approaches that addressed as many of
the pricing objectives as possible. The conceptual designs were developed based on input from
SAWS Staff and stakeholders, specifically the RAC, and were reviewed and discussed with
SAWS Staff to ensure the resulting rate structures were appropriate and could be implemented
effectively by SAWS. Ordinances and the ability of readily available data were also
considered. The conceptual design process provides an important opportunity to receive
additional input from SAWS Staff and the RAC, and to identify additional features that may be
desirable in developing viable alternative rate structures. The conceptual design process for
each core business is provided within their respective Sections within this Report. Once the
viable alternative rate structures are identified, the cost allocations from step 3 were used to
calculate rates under each of the alternatives.

Step 5: Assess Effectiveness of Addressing Pricing Objectives

The final step in the rate setting process was to compare the results of each alterative rate
structure relative to the pricing objectives identified in Step 1. The resulting rates and customer
impacts for each alternative were compared to each of the pricing objectives in order to
determine the effectiveness of each rate structure. The advantages and disadvantages for each
rate structure were assessed and compared to the effectiveness of the existing rate structure. This
step assists in identifying the rate structure that best addresses the pricing objectives and policies
of the utility.
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1II. WATER DELIVERY

A. Water System

Water supply is provided primarily by water pumped from the Edwards Aquifer. Treatment
efforts are minimized due to the high quality of water received from the Edwards Aquifer. The
water service area is established by state permit and includes most of the City of San Antonio,
plus several suburban municipalities and adjacent areas in Bexar County. SAWS also provides
wholesale water to several smaller utilities located within the service area.

The Water Delivery system entails: (1) the treatment of the water pumped from the Edwards
Aquifer and received from other smaller sources, and (2) the distribution system involved in
sending treated water to approximately 350,000 customers. SAWS has an extensive network of
water lines comprised of 4,700 miles of pipe. To maintain appropriate water distribution and
pressure, SAWS utilizes 19 primary and 31 secondary pump stations, 27 booster stations and 65
elevated and ground storage tanks.

B. Drought

SAWS has experienced a fluctuation in weather patterns during fiscal years (FY) 2007 and 2008.
During FY 2007, the city experienced a higher than average level of precipitation totaling 47.25
inches, compared to normal precipitation levels of 32.92 inches. This resulted in a lower than
average consumption among all customer classes, especially in the Residential and Irrigation
classes. Conversely, during FY 2008, the city experienced a lower than average level of
precipitation of 13.76 inches and consequently a higher than average consumption by all classes.
To approximate normal consumption, the consumption for both FY 2007 and 2008 were
combined and averaged, and these levels were used for the rate study.

C. Customer Classes

There are four primary customer classes that receive service in SAWS’ Water Delivery system:
Residential, General, Irrigation, and Wholesale. There are two additional designations within
each class based on location within the system: inside-city and outside-city. As previously
mentioned, there are approximately 350,000 separate accounts. Exhibit 5 shows the number of
customers and water usage by customer class. Residential customers account for approximately
92 % of all accounts and 55% of all water usage. Commercial customers account for 6.5% of all
accounts and approximately 36% of water usage. Irrigation customers account for only 1.5% of
customers but 8.3% of flow. There are only a few wholesale customers that account for less than
1% of water usage.
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Exhibit §
MWEEN Customer Class Characteristics

Customer - Water Servic

Class iled Flow Accoun

Residential 55.12% 91.91%

Commercial 36.38% 6.56%

Irrigation 8.32% 1.54%

Wholesale 0.18% 0.00%
100.00% 100.00%

D. Existing Water Delivery Rate Structure

The existing Water Delivery rate structure for each customer class is comprised of both fixed and
volumetric components. The customer classes typically have unique growth and usage
characteristics and therefore, are justifiably assessed different Water Delivery volumetric rates
over class-specific rate structures. The volumetric rate structures aggressively promote
conservation by using a combination of tiered rates, seasonal rates, and individualized rates,
making them among the more progressive rate structures in the U.S. when compared to rate
structures used by other utilities.

Service Availability Fee

Each customer class is assessed a service availability fee, or fixed monthly meter charge. The
bases for this charge are the size of the customer’s water meter and the location of the customer:
inside-city or outside-city. This fee is fixed because the city must have the facilities and
infrastructure in place to serve that customer. Consequently, the city must incur these costs
whether or not the customer uses its connected water service, and therefore, the fee is not based
on flow. Furthermore, the larger meter sizes pay a higher fee because of the additional capacity
that must be readily available to serve those customers.

These existing service availability fees are presented in Exhibit 6. As shown, the Residential and
Wholesale customer classes are assessed the same fixed service availability fees. Likewise the
General and Irrigation customer classes are assessed the same meter charge rates but different
from those assessed to the Residential and Wholesale customers. The difference between the
Residential/Wholesale monthly charges and those assessed to the General/Irrigation customers is
the conservation component. SAWS incurs -conservation costs associated with promoting water
conservation. Residential customers pay a portion of conservation costs from revenues collected
in the fourth block, whereas, General and Irrigation customers fund conservation costs through
revenues collected from the monthly meter charges. There is a 1.3 times differential between
inside-city and outside-city customers for both sets of meter rates.
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RAFTELIS FINANCIAL CONSULTANTS, INC.




Comprehensive Cost of Service and Rate Design Study

Exhibit 6
MERE Current Service Avallability Fees
Residential and Wholesale General and Irrigation
Inside-City | Outsid Inside-City | Outside-City |
$6.77 $8.78 $9.81 $11.83
$8.59 $11.16 $13.16 $15.72
$12.49 $16.23 $19.21 $22.94
$22.25 $28.92 $35.03 $41.89
2 $33.95 $44.14 $52.83 $63.01
3 $61.27 $79.65 $106.92 $125.31
4" $100.30 $130.39 $176.40 $206.48
& $197.89 $257.24 $350.03 $409.39
8 $314.96 $409.45 $543.20 $637.69
10 $451.57 $587.03 $755.89 $891.35
12" $841.86 $1,094.42 $1,191.85 $1,444 .41

Volumetric Rates

The volumetric rates for each customer class are assessed using an increasing block rate
structure. The rate structures vary for each customer class to reflect the different usage patterns
among the customer classes.

Residential Class

SAWS existing volumetric residential water delivery rate structure is comprised of an increasing
volume charge per 100 gallons of water usage which includes four blocks. The increasing block
rate structure is modified during the months of July through October to reflect seasonal rates for
usage during peak months. To determine the seasonal rates, a rate differential of approximately
1.08 times is applied to the non-seasonal second and third block rates and a rate differential of
1.29 times is applied to the non-seasonal fourth block rate. No differential is applied to the non-
seasonal first block rate. Both the seasonal and non-seasonal fourth block rates include a $0.09
conservation component that is applied toward funding operations and maintenance costs
associated with conservation efforts. In addition, an outside-city rate differential of 1.3 times (or
130%) is applied to the volumetric charges for customers residing outside of the city limits. The
consumption blocks and corresponding rates are presented below in Exhibit 7.
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Exhibit 7
MEREN Current Residential Water Delivery Rates

Inside-City ity
Standard Seasonal Standard Seasonal
0-7,481 $0.0906 $0.0906 $0.1176 $0.1176
7,482 -12,717 $0.1309 $0.1423 $0.1702 $0.1850
12,718- 17,205 $0.2058 $0.2217 $0.2674 $0.2882
> 17,205 $0.3288 $0.4246 $0.4274 $0.5519

General Class

The current general class volumetric water delivery service rate structure is comprised of an
increasing volume charge per 100 gallons of water usage, which includes five blocks. This rate
structure is individualized, using each customer’s annual average consumption to determine the
base that serves as the first block cut-off. The base is equal to 90% of the customer’s average
annual water consumption. Blocks 1 through 5 are defined as follows:

Block 1 — Base is 90% of average annual usage;
Block 2 — 100% to 125% of Base;

Block 3 — 125% to 150% of Base;

Block 4 — 150% to 200% of Base; and

Block 5 — Over 200% of Base.

An outside-city rate differential of 1.3 (or 130%), as applied to the monthly meter charge, is also
applied to the volumetric charges for customers residing outside of the city limits. The rates for
General class customers are presented below in Exhibit 8.

Exhibit 8
EEEEN Current General Water Delivery Rates

| Inside-City

Standard Standard

Base $0.1086 $0.1410

> 100% - 125% $0.1257 $0.1635
> 125% - 150% $0.1633 $0.2121
> 150% - 200% $0.2138 $0.2778
> 200% $0.3160 $0.4109

Irrigation Class

The current water delivery landscape irrigation volumetric rate structure has an increasing
volume charge per 100 gallons of water usage, which includes three blocks. The irrigation rate
structure is applied to all customers with irrigation meters. For those General Class customers
who have an in-ground sprinkler system but do not have an irrigation meter, an assumed
irrigation factor of water consumption is applied in lieu of an engineering report that designates
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the outdoor water usage. The irrigation factors used are 29% of water usage for the commercial
and industrial water service customers, and 20% of the water usage for apartments. Likewise,
among all classes, an outside-city rate differential of 1.3 (or 130%) is applied to the volumetric
charges for customers residing outside of the city limits. The Irrigation class’ existing
consumption blocks and corresponding rates are presented below in Exhibit 9.

Exhibit 9
WWNEN Current Irrigation Water Delivery Rates

Inside-City

Standard Standard

0-12,717 $0.1526 $0.1982
12,718 - 17,205 $0.2290 $0.2976
> 17,205 $0.3160 $0.4109

Wholesale

The current wholesale volumetric rate structure is comprised of an increasing volume charge per
100 gallons of water usage, which includes five blocks. Analogous to the general class structure,
the wholesale rate structure is individualized, using each customer’s annual average consumption
to determine the base that serves as the first block cut-off. The base is equal to 90% of the
customer’s average annual water consumption. The rates and blocks for wholesale customers are
presented in Exhibit 10.

Exhibit 10
WENEN Current Wholesale Water Delivery Rates

Inside-City | Outside-City
Standard Standard
Base $0.0788 $0.1025
> 100% - 125% $0.0983 $0.1279
> 125% - 150% $0.1353 $0.1760
> 150% - 200% $0.1804 $0.2346
> 200% $0.2365 $0.3075

E. Water Delivery Revenue Requirements

Revenue requirements include all costs incurred by SAWS to operate the Water Delivery system.
Revenue requirements not only represent the cash-needs of each utility but also the liquidity and
debt coverage requirements. SAWS Staff had already developed two comprehensive EXCEL
files that identify revenue requirements. SAWS Staff prepares an electronic data file titled
“CY09 Allocations” that allocates operations and maintenance costs by core business. Within
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each core business, the O&M expenses are further allocated using cost centers. SAWS Staff also
prepares an electronic data file which calculates the majority of the revenue requirements other
than O&M expenses. This file was used to obtain the following information for Water Delivery
revenue requirements:

« Operating reserves;

« Debt service;

« Commercial paper;

» Notes payable;

« Rate funded capital outlay; and
« Rate funded CIP projects.

The above referenced electronic data file serves as a financial planning tool utilized by SAWS to
identify the total revenue requirements for each core business. This file takes into account
required debt service coverage requirements and the funding of the capital improvement plan.
As such, RFC used this file to identify the revenue requirements for Water Delivery. This file
also shows offsets used to reduce revenue requirements. For example, SAWS earns revenues
from interest earnings and revenues from customer service charges such as opening new
accounts, etc. These offsets are used to derive the net Water Delivery revenue requirements to
be recovered from Water Delivery rates. As shown in Exhibit 11, the net revenue requirements
to be recovered from Water Delivery for Fiscal Year 2009 (or “test year”) is $118.7 million.
This includes $9.8 million to fund conservation O&M costs, which are budgeted as part of Water
Supply but funded through Water Delivery rates. This also includes a transfer to recycled water,
which is discussed in more detail in Section VII of this report.

Exhibit 11
INEEN Water Delivery Revenue Requirements
Operating Capital Total
Expense Cost
O&M Expenses $ 68,795479 § - $ 58,796,479
Debt Service $ - $ 33,892,668 $ 33,892,668
Transfer to the City $ 2,900663 $ - $ 2,900,663
Transfer to R&R $ - $ 5,670,159 $ 5,670,159
Capital Outlay $ - $ 6,172977 $ 6,172,977
Transfers to Water Resources $ - $ - $ -
Transfers to Conservation $ - $ - $ 9,781,555
Transfers to Recylced Water $ - $ 5800000 $ 5,800,000
$ 61,696,142 3 51535805 § 123,013,502

Less Revenue Requirements Met fiom Other Sources $ (4331.892) § - $ (4,331,892)
Subtotal $ 57,364,250 51,635,805 118,681,
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F. Cost of Service Analysis

The cost of service analysis is based on a detailed cost allocation and rate model (Model),
developed specifically for SAWS. The Model was used to calculate average unit costs of
service for Water Delivery rates. RFC used the cost of service methodology recommended in the
AWWA M-1 Rate Manual to develop cost of service based rates. The M-1 Rate Manual
specifies that a test year be established using revenue requirements, or the total cost of operating
the system in that year. (The test year for the cost of service study was FY 2009). Exhibit 12
shows the steps used to conduct a comprehensive cost of service analysis, followed by a detailed
description of each step.

Exhibit 12
INNEN Overview of Cost of Service Analysis

Net Water Revenue Requirements

Allocate Costs to Functions

-I-—-h-h-:—-—

Allocate to Cost Components

- S

The allocation process begins with the identification of revenue requirements. Once the total
revenue requirements are identified, the next step in the cost of service methodology is to
allocate the Water Delivery revenue requirements into the following functional categories.

« Source of supply;

« Transmission;

» Distribution;

« Storage;

+ Meters;

« Billing/Customer Service;
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« Fire Protection;
« Administration/General; and
« Conservation.

Step 1: Categorize Costs to Functions

The Water Delivery test year revenue requirements were allocated to the functional categories
listed above based on allocation factors developed by SAWS Staff. For example, data was
gathered on various system assets like the percentage of transmission mains versus distribution
mains and the percentage of total system assets in each functional category. Operational data
was also gathered to determine appropriate allocation percentages for budget line items. SAWS
Staff and RFC reviewed each revenue requirement line item (the detail of which was provided in
the file title “CY09 Allocations™) for the test year to ensure the appropriate allocation percentage
was applied. The resulting allocations for each functional category are shown in Exhibit 13. It
should be noted that typically costs are allocated to a functional category called “treatment.”
However, due to the high quality of water received from the Edwards Aquifer, SAWS’ treatment
costs are minimal. In addition, more costs are typically allocated to source of supply than shown
below. However, SAWS has a separate core business (Water Supply) which captures the
majority of the Water Supply costs. As a result, these costs are captured and discussed in the
Water Supply section of this report.

Exhibit 13
Rl Categorize Costs to Functions (in Millions)

Total Water Delivery Revenue Requirements: $118.70

B

One sub-step that has to take place is the re-allocation of Administration/General costs to the
other functions. This step is necessary because the costs captured in the Administration/General
category cross functions. For example, costs for the Legal Department, Purchasing, etc. are
captured in Administration/General. These costs are re-allocated based on the overall proportion
of each function’s costs to the total revenue requirements. The results of the re-allocation are
shown in Exhibit 14.
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Exhibit 14
MEEEN Re-Allocation of Admin/General Costs to Functions (in Millions)

\\//

Reallocation

The functions are then categorized as either volumetric components or meter charge components.
Those functions that are categorized as volumetric components will be used to determine the
costs to be recovered from each tier. Those costs that are categorized as meter charges will be
used to determine the costs to be recovered from each meter size (or monthly service availability
fee).

SAWS currently recovers conservation costs from a portion of the monthly meter charges (for
General and Irrigation class customers) and from a portion of the revenues generated from
residential usage in the 4™ block. To determine the allocation of conservation costs between the
volumetric and meter charge components, the percentage of residential water usage to total usage
(approximately 55%) was applied, which represents the amount to be recovered from the
volumetric component (for residential customers). The remaining amount will be recovered
from the meter charges. Exhibit 15 shows the resulting allocation of conservation costs.

In addition, fire protection costs must be allocated between those costs to be recovered from all
users, and those that are to be recovered from customers that have private fire meters. SAWS
Staff provided RFC with the number of public fire hydrants (26,552), as well as the number of
public fire meters (3,823) by meter size. The public fire hydrants and the number of meters were
converted to equivalent meters, which is accomplished by using the Hazen-Williams equation for
flow through pressure conduits (raising the diameter of the meter to the 2.63 power) provided by
the AWWA M1 manual (page 224). The resulting proportion of equivalent public fire hydrants
is approximately 80%. As shown in Exhibit 15, 80%, or $3.93 million, of the fire protection
costs are to be recovered from all water users and the remaining 20% of the fire protection costs
will be recovered directly from those customers with private fire meters (discussed further in
Section VIII-A of this report).
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Exhibit 15
IENEN Re-Allocation of Conservation and Fire Protection Costs to Functions (in Millions)

VOLUMETRIC COMPONENTS
w
l METER CHARGE COMPONENTS / $9.78
g.go

Step 2: Allocation of (Volumetric) Functions to Cost Components

Once the functional categories are segregated between volumetric components and meter charge
components, system peaking factors are used to allocate the volumerric functions to base, max
day, and max hour categories. System peaking factors for the past five years were obtained from
SAWS’ Comprehensive Annual Financial Reports (“CAFR”) for 2007 and 2008. The CAFR
data provided average day, max day and max hour information which was used to calculate a
five-year average max day and max hour peaking factor. These system peaking factors were
then used to determine the allocation between base, max day, and max hour. However, the
peaking factors were slightly modified to more appropriately allocate the overall costs. The
SAWS water system is somewhat unique in that it has a non-centralized Water Supply system.
Water from the Edwards Aquifer is withdrawn at many sites in the service area. The well water
is minimally treated and then distributed to the surrounding area. As a result, there is little
difference between the transmission and distribution systems. Many assets that serve in the
traditional transmission role are listed as distribution assets. By not modifying the peaking
factors, too many costs would have been allocated to max hour, which would have skewed the
calculated rates. The modified system peaking factors were then applied to the total revenue
requirements of each functional category. Exhibit 16 shows the cost component used to allocate
each functional category and Exhibit 17 shows the resulting costs.
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Exhibit 16
EEEAN Cost Components Used To Allocate Functional Costs

Cost Component

Function |Base Max Day |Max Hour
Source of X

Supply

Transmission X X

Distribution X X X
Storage X X
Conservation conservation

Exhibit 17
WWEEN Resulting Allocation of Functional Costs to Cost Components (in Millions)

VOLUMETRIC COMPONENT

Max Hour

4

Step 3: Factors Used to Allocate Volumetric Cost Components to Customer Classes

The next step in the cost allocation includes further allocating the base, max day, and max hour
costs to customer classes to determine the revenue requirements to be recovered by the volume
charge for each customer class.

Similar to other utilities, SAWS does not have access to system capacity factor data. It is typical
for cities to lack this data since acquiring it requires the installation of special meters for
prolonged periods to measure the usage patterns of different customer classes. In the absence of
measured capacity factors, it was necessary to develop capacity factors based on existing data.
RFC developed estimates of these factors using procedures outlined in AWWA’s M1 Rate
Manual during the rate study that was conducted by RFC in 2003. In particular, the process

RFC
RAFTELIS FINANCIAL CONSULTANTS, INC.




Comprehensive Cost of Service and Rate Design Study

involved using SAWS monthly peaking data and high-level assumptions regarding customer
class usage patterns. RFC re-calculated these capacity factors using current usage information
and compared the factors to those established during the 2003 study. The factors were
comparable with the exception of wholesale usage. The current wholesale data indicated
wholesale usage has very similar characteristics to the residential usage. As a result the
wholesale peaking factors were set equal to those used for the residential usage. The resulting
capacity factors used are shown in Exhibit 18.

Exhibit 18
HNEEN Factors Used to Allocated Volumetric Costs to Customer Classes

ation
! l ! !

Max Day Max Hour
P:{ cl:Jesr:;ge Peaking Peaking 4th Tier
Factors Factors
Residential 55.12% 2.00 3.25 100%
General 36.38% 1.75 2.50 -
Wholesale 0.18% 2.00 3.25 -
Irrigation 8.32% 4.00 8.00 -

The capacity factors for each customer class are multiplied by the average consumption for each
class in order to determine the base, max day, and max hour allocation percentages. The average
water usage for each customer class over FY 2007 and FY 2008 was used, which represents a
wet year and dry year, respectively. Therefore, the allocation to base, max day, and max hour
takes into account the total water consumption per customer class and the demand each customer
class places on the system. The resulting allocation of volumetric costs to each customer class is
shown in Exhibit 19.
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Exhibit 19
EEEEN Volumetric Costs Allocated to Customer Classes (In Millions)

Max Day Max Hour
$17.64

Step 4: Factors Used to Allocate Meter Charge Cost Components to Customer Classes

The meter charge cost components must also be allocated to customer classes. The billing and
customer service costs are allocated to customer classes based on the percentage of meters for
each customer class. The meter costs and public fire protection costs are allocated to each
customer class based on the number of equivalent meters for each customer class. Equivalent
meters are calculated by escalating each meter by the ratios provided in the AWWA M-1 Manual
(using a 5/8” meter as the base), and as shown in Exhibit 20. .

RAFTELIS FINANCIAL CONSULTANTS, INC. RFc




Comprehensive Cost of Service and Rate Design Study

Exhibit 20
IEEEN Meter Charge Component Costs Allocated to Customer Classes

in Millions
METER CHARGE COMPONENT
(General and
Irrigation only)
l l Allocated based on equivalent
units (using AWWA ratios)
Allocated based on
number of
of customers
[ Meter Size | AWWA Ratios |
5/8" 1.00
3/4" 1.50
1" 2.50
11/2" 5.00
2" 8.00
3" 15.00
4" 25.00
6" 50.00
8" 80.00
10" 115.00
12" 215.00

The resulting allocation of costs to each customer class is shown in Exhibit 21.
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Exhibit 21
MWERN Meter Charge Components Allocated to Customer Classes (In Millions)

Biling/Cust MM == B ':
Serv

=2

To determine the total revenue requirements to be recovered from each customer class, the
allocated volumetric and monthly meter costs are summed. The resulting costs to be recovered
from each customer class are shown in Exhibit 22. It should be noted private fire protection
costs are excluded from the revenue requirements since these costs are recovered directly from
private fire protection charges, which are discussed in Section VIII-A of this report.

Exhibit 22
WNEEN Allocation of Water Delivery Revenue Requirements

Customer Class Revenue
Requirements (in

Millions)
Residential $71.6
General $34.4
Wholesale $0.17
Irrigation $11.6
Total Revenue Requirements $117.7

G. Conceptual Design

Using the results of the pricing objectives exercise conducted with the RAC (shown in Exhibit
3), RFC and SAWS Staff identified a comprehensive list of potential changes to the Water
Delivery rate structure, which are listed below. These changes were identified as possible
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modifications for all customer class rate structures because they would help to better address the
RAC’s top pricing objectives.

= Modify number of blocks — The number of blocks for each customer class under
the existing rate structure varies. The number of blocks for each customer class
could be either condensed or expanded to promote water conservation.

» Modify block cut-offs — The block-cut offs for each customer class vary but were
originally established to reward those users that use water efficiently and
discourage usage among those customers that use disproportionate amounts of
water. The block cut-offs for each customer class could be altered to further
reward those customers that use water efficiently and penalize those customers
that use water disproportionately.

* Increase rate differentials between blocks — The rate differential between
blocks could be altered to promote more conservation and reward those customers
that use water efficiently.

= TIncrease rate differentials between seasonal versus non-seasonal rates — The
rate differential between seasons could be altered to promote more conservation
and help manage peak demand.

=  Expand “season” and apply seasonal rates to Irrigation class — Seasonal rates
are currently only applied to residential customers. Seasonal rates could be
applied to other customer classes to further promote water conservation and assist
in peak demand management.

= Increase allocation to fixed component — The monthly meter charges could be
increased to promote more revenue stability and protect SAWS against the effect
of weather on water usage.

SAWS Staff and RFC discussed the options above and identified those changes for each
customer class’s rate structure that would best meet the pricing objectives and balance competing
pricing objectives. The conceptual design options were presented to the RAC in a workshop
and are described in detail below. The conceptual design formed the basis for deliberations
leading to the final RAC-recommended rate structure.

Residential Class Conceptual Design

1. Moedify Block Cut-Offs

SAWS Staff and RFC obtained a bill frequency file for all residential customers in order to
understand customer usage patterns, the results of which are shown in Exhibit 23. The bill
frequency analysis examines each residential customer’s monthly bill for FY 2007 and FY 2008
and assists in analyzing the effectiveness of the existing blocks. About 68% of residential
customer bills over this two-year period had monthly water usage which totaled less than 7,481
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gallons. However, 5% of customer bills over this time period had usage in excess of 20,000
gallons per month.

Exhibit 23
WWEEN Residential Bill Frequency Analysis for FY 2007 and FY 2008

100%
90%
80%
70%

60%

50% /

40% /

30%

20%

10%
0%

™ ™

5,237 7.481 10,473 15,710 20,947 26,184 31,420 36,657

Gallons per Month
—— % of Bills —=— % of Usage

Upon review of the bill frequency analysis, it was recommended that the blocks for residential
customers be modified in order to promote conservation among all users and to emphasize the
reduction of discretionary water consumption. Exhibit 24 shows the rationale for modifying the
block cut-offs. Block 1 should represent non-discretionary indoor usage, and therefore, should
be set close to the median usage in the lowest month, which is 5,985 gallons. Block 2 should
represent non-discretionary indoor and outdoor usage. The conservation staff at SAWS
classifies reasonable, non-discretionary outdoor usage between 7,000 to 8,000 gallons per month.
In the conceptual design, Block 2 was set equal to Block 1 plus 7,000 gallons, or approximately
13,000 gallons. Since this is close to the existing Block 2 cut-off of 12,717, it was decided the
conceptual design Block 2 cut-off should remain unchanged. Block 3 begins to represent
discretionary usage and was set in the conceptual design to be equal to the difference between
the top consumption level of the Block 2 cutoff and the beginning of the top 5% of usage
represented by Block 4. Block 4 should represent significant discretionary water use and,
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therefore, RFC recommended in the conceptual design that it should be set to address the top 5%
of users, which is usage above 19,451 gallons.

Exhibit 24
ENEEN Rationale for Establishment of Block-Cut Offs for the Conceptual Design
Description Rationale
Block 1 Non-Discretionary indoor Median Usage in Lowest Month*
usage
Non-Discreti indo
Block 2 on-Iseretionary Indoor Outdoor Usage 7,000 to 8,000 gallons per month
and outdoor usage
Block 3 Discretionary usage Difference between 2nd and 4th blocks
Block 4 Disproportionate usage Top 5% of customers

* Excludes customers with usage between zero and 748 gallons

Exhibit 25 shows the existing cut-offs and those suggested in the conceptual design by RFC and,
ultimately those recommended by the RAC.. During workshops held with the RAC, it was
determined the Block 1 cut-off should be reduced to 5,985 gallons to reward those customers that
use water efficiently. It was also determined the Block 4 cut-off should remain unchanged (at
17,205) to address discretionary consumption for slightly more than just the top 5% of super-
users. Exhibit 25 shows the final block cut-offs recommended by the RAC for the Residential
rate structure.

Exhibit 25
WWEEN Existing, Conceptual Design and RAC-Recommended Block Cut-Offs for Residential
Rate Structure

Existing Cut- Conceptual RAC % of Bills % of Usage
Off Design Recommendation | Ending in Billed in
Bloek * Block *
Block 1 7,481 5,985 5,985 54.1% 60.1%
Block 2 12,717 12,718 12,717 31.6% 23.6%
Block 3 17,208 19,451 17,205 7.2% 5.6%
Block 4 > 17,205 > 19,451 > 17,205 7.1% 10.7%

* Based on 2007 and 2008 Consumption Data; Percentages based on RAC Recommendation Blocks
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2. Modify Rate Differentials Between Blocks

Exhibit 26 shows the existing rate differentials among the residential rates in each block. For
example, the Block 2 rate is 1.44 times more than the Block 1 rate. As a result of the cost-of-
service analysis performed by RFC, the RAC determined that the block differentials should be
modified slightly. The RAC’s recommended differentials are shown in Exhibit 26

Exhibit 26
RN Existing and RAC-Recommended Residential Rate Differentials
Residential Inside- | Existing Differential RAC
city Recommendation
Block 1 1.00 1.00
Block 2 1.44 1.45
Block 3 2.27 2.04
Block 4 3.63 3.57

3. Modify Rate Differentials Between Seasonal Rates

Exhibit 27 shows the existing rate differentials between seasonal rates. As shown, there is
currently not much differentiation between the Block 2 and Block 3 seasonal rates.
Furthermore, the Block 4 seasonal rate is not significantly higher than the Block 4 standard rate.
In order to reduce peak demand, higher block differentials were suggested by RFC but the RAC
decided to recommend the seasonal rate differentials remain unchanged, given the change in the
seasonal billing period recommended and approved as described in section 4 below.

Exhibit 27
BN Existing and Conceptual Seasonal Differentials

Residential Inside- | Existing Differential RFC Suggested
city and RAC Differential
Recommendation
Block 1 1.00 1.00
Block 2 1.09 1.10
Block 3 1.08 1.25
Block 4 1.29 1.50

4. Increase Billing Season by Two Months

RFC and SAWS Staff also reviewed the average monthly use per customer for FY 2007 through
FY 2008. The existing seasonal rates are applied to usage between July and October. As shown
in Exhibit 28, irrigation usage peaks during this four-month period but irrigation usage also
peaks in May and June. As a result, it was recommended the seasonal period be expanded by
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two months for a total seasonal period starting in May and ending in October. The RAC
approved this recommendation.

Exhibit 28
WENEN Scasonal Usage Analysis

Average Monthly Usage Per Residential Inside-City

Customer
14,000
12,000
10,000
g 8,000 . . .Q,_
& 8,000
4,000 - l
2,000 l
0 i

Jan Feb Mar Apr May Jun Ju Aug Sep Oct Nov Dec

[m2006 Average B 2007 Average [12008 Average |

General and Wholesale Class

5. Change base from 90 to 100%

The first block (or base) for general class customers is currently set at 90% of the previous year’s
average usage. Because irrigation usage for general class customers is charged at the irrigation
rate, then the usage assessed for general class volumetric rates represents the usage needed to
operate a business. As such the base should be increased from 90% to 100%. It is also
recommended an appeal process be established for any general class customers that increase
usage as a result of expanding their business (to acknowledge an increase in non-discretionary
usage due to increased operations). The RAC approved submitting this recommendation.

6. Reduce the Number of Blocks

Exhibit 29 shows the existing blocks, the number of general class customers in each block and
the usage billed in each block. As shown, 90% of all usage falls between the first and third
blocks. Since the distribution of usage is not very different for the fourth and fifth blocks, it was
determined the number of blocks should be reduced from five to four. Exhibit 30 shows the
existing and proposed blocks and the rational for the new blocks. Again, since a portion of
General Class usage is classified as irrigation usage, any usage above the base is discretionary.
Therefore, the first block should represent non-discretionary indoor usage, which is the average
usage over a one-year period. Block 2 should represent non-discretionary indoor and outdoor
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Block 3 should represent discretionary usage and Block 4 should represent
disproportionate water usage since usage in this block is twice the average usage. = The RAC
approved submitting the recommendation to reduce the number of blocks from five to four.

Exhibit 29
MWEEN Number of Customers and Usage in Existing General Class Blocks

Exhibit 30
INEEN Proposed General Class Blocks and Rational for Blocks

Block 1
Block 2
Block 3
Block 4
Block 5

* Cut-offs are the percentage of i 90% of average monthly consumption

[Existing 90% Base
Rate Structure
% of
Customers % of Usage Billed
Ending in in each Block
Blocks Block
100% 53.6% 76.3%
100% - 125% 19.8% 8.7%
125% - 150% 8.7% 4.3%
150% - 200% 7.4% 3.6%
>200% 10.5% 6.1%
100% 100%

Proposed
Blocks** Description
100% Non-Discretionary indoor usage
125% Non-Discretionary indoor and outdoor usage
175% Discretionary usage
> 175% Disproportionate usage
N/A N/A

** Cut-offs are the percentage of Base which is 100% of average monthly consumption

Irrigation Class

7. Modify Block Cut-offs

The existing irrigation rate cut-offs are tied to the residential block cut-offs. Currently the Block
1 irrigation cut-off is equal to the Block 2 residential cut-off, and the Block 2 irrigation cut-off is
equal to the Block 3 residential cut-off. The irrigation block cut-offs should continue to tie to the
residential block cut-offs but be based on incremental usage. Under the proposed residential rate
structure the Block 2 cut-off represents the Block 1 usage plus non-discretionary outdoor usage.
The Block 2 irrigation cut-off will therefore match the difference between the Block 1 and Block
2 cut-off for residential customers, which is basically the non-discretionary water use. (Block 1
will include zero usage to align with the Residential rate structure). The Block 3 irrigation cut-
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off will include the difference between the Block 2 and Block 3 cut-offs for residential customers
to represent discretionary outdoor usage. The existing and proposed blocks are shown in Exhibit
31. The RAC approved the recommended block cut-offs.

Exhibit 31
IWEEN Proposed Irrigation Class Blocks and Rational for Blocks
Existing Block Recommended Rationale
Cut-Offs Block Cut-Offs
Block 1 12,717 zero Align with number of Residential
blocks
Block 2 17,205 6,732 Difference between Residential Block

1 and Block 2 Cut-off, or non-
discretionary outdoor usage

Block 3 >17,205 11,220 Difference between Blocks 2 and 3 ,
or discretionary outdoor usage
Block 4 >11,220 All discretionary usage

8. Add Seasonality

Exhibit 32 shows the total water usage for irrigation customers by month for both FY 2007 and
FY 2008. Irrigation peaks are illustrated best by the dry year data, FY 2008, but are also present
in wet years as well (FY 2007). As shown, for FY 2008, irrigation usage peaked in June through
December. In order to promote more water conservation and peak demand management, it is
recommended that seasonal rates be implemented for irrigation rates. To be consistent with the
residential seasonal rates, the seasonal period should cover the same period recommended for
residential rates, which is May through October.
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Exhibit 32
NS irrigation Class Annual Usage Pattern
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Conclusions for Conceptual Design
Upon discussing the options during the conceptual design workshop, the RAC made the
following decisions:

1. Overall:

» Concurrence with concept of discretionary versus non-discretionary water
consumption as foundation for conceptual rate design

» Resolved that rates should be based on cost of service principles to serve
each class of customers

2. Residential Class Rate Structure:

= Resolved that the Block One upper limit be moved to 5,985 but that the 4™
block remain at 17,205

= Resolved that it is appropriate to increase the length of the seasonal rates
period by two months

= Resolved to leave the current differentials between the non-seasonal and
seasonal rates unchanged
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3. General/Wholesale Class Rate Structure:

= Resolved to change the base from 90% to 100% of average annual usage

® Resolved to reduce the blocks from five to four and implement the new cut-offs
4. Irrigation Class Rate Structure:

» Resolved to modify the block cut-offs to tie to the incremental differences

in the residential block cut-offs and to align with the number of residential
blocks

s Resolved to add seasonal rates

H. Calculation of Rates Under Alternatives
Once the RAC had reached a consensus on the conceptual design, the cost of service analysis
described in Section ITI-F was used to calculate rates under several rate structure alternatives:

* Cost of service rates under existing rate structure — The cost of service
analysis was applied to the net revenue requirements for FY 2009 to determine
rates under the existing Water Delivery rate structures.

= Cost of service rates under conceptual design — The cost of service analysis
was applied to the net revenue requirements for FY 2009 to determine rates under
the Water Delivery rates developed as part of the conceptual design process.

®= Cost of service rates under RFC recommendation — The cost of service
analysis was applied to the net revenue requirements for FY 2009 to determine
rates under the Water Delivery rates developed as part of the conceptual design
process, but modified. The modifications included:

o Residential Class:

= Lower Block 4 rate and push more costs to Block 3 rate to offset
impact from Water Supply rate structure (discussed in next
section)

o General Class:
s Tie Block 1 rate to existing Block 1 rate
o Irrigation Class:

= Tie Block 2 rate to Residential block rates, beginning with Block 2
Residential rate

= Cost of service rates under Staff recommendation — The cost of service
analysis was applied to the net revenue requirements for FY 2009 to determine
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rates under the Water Delivery rates developed as part of the conceptual design
process, but modified. The modifications included:

o Residential Class:

= Reduce Block 1 and Block 2 rates to reward customers using water
efficiently and push more costs to block four to target
disproportionate water users

o General Class:
= Tie Block 1 rate to existing Block 1 rate
o Irrigation Class:

= Tie Block 1 rate to Residential block rates, beginning with Block 2
Residential rate

Calculation of Service Availability Fee (Monthly Meter Charge)

The existing monthly meter charge is assessed to each customer and varies depending on the
customer’s meter size. The revised monthly meter charge was developed to include a billing
component and a “readiness-to-serve” component. The results of the cost of service allocation, as
described in Section III-F, were used to calculate the monthly meter charges. Exhibit 20 in
Section III-F shows the allocation of costs to the fixed monthly meter charge components of
billing/customer service, meter charges, fire protection and conservation. The customer
service/billing category was used to determine the billing component, and the meter costs, fire
protection costs, and conservation costs categories were used to calculate the readiness-to-serve
component.

The billing component recovers expenses associated with billing, collection, and customer
service. This component is the same for all customers regardless of meter size, but does vary
based on whether the customer is located inside or outside of the city. The customer
service/billing costs determined from the allocation to functional categories are divided by the
total number of SAWS customers to calculate the monthly billing component.

In addition to the meter repair and replacement costs and the fire protection costs, the “readiness-
to-serve” component recovers a portion of debt service costs (approximately 39%) allocated to
the water utility. Conceptually, this charge can be thought of as recovering a portion of the costs
needed to provide the basic infrastructure required to provide service. The “readiness-to-serve”
component varies based on meter size by reflecting the difference in potential demand that can
be placed on the system by larger meters. To determine the demand based on meter size,
AWWA industry standard meter ratios were used, as shown in Exhibit 20. These ratios were
applied to the number of meters of each size to calculate the equivalent meters. In addition, the
calculation of equivalent meters included an adjustment to reflect the outside-city differential.
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The total readiness-to-serve costs were then divided by the number of equivalent meters to
calculate the “readiness-to-serve” component.

To calculate the total monthly meter charge per meter size, the billing component is added to the
“readiness-to-serve” component. The calculated rate is applicable to all customer classes.
However, the monthly meter charge for the general class and irrigation customers includes an
additional component which recovers a portion of the conservation costs. Approximately 45% of
the conservation costs are to be recovered through the monthly meter charge for the general and
Irrigation class customers. (The 45% is based on the proportion of General/Irrigation class usage
to total usage). This portion of the conservation costs are divided by the number of equivalent
general class and irrigation customers, based on the existing ratios between the conservation
meter charges. The resulting conservation monthly meter charge is added to the billing
component and the “readiness-to-serve” component to calculate the total monthly meter charge
for the General and Irrigation classes. The monthly meter charges recommended by the RAC are
shown in Exhibit 33. A table comparing current and RAC-recommended meter charges is
provided in Appendix B.

Exhibit 33
IENEN RAC Recommended Service Availability Fees

Residential and Wholesale General and

orte Inside-City | Outside-City | Inside-City |
5/8" $6.76 $8.79 $9.38 $12.20
3/4” $9.47 $12.32 $13.41 $17.44
1" $14.90 $19.37 $21.46 $27.80
1172 $28.47 $37.02 $41.59 $54.07
2’ $44.75 $58.18 $65.75 $85.48
3 $82.74 $107.57 $122.11 $158.75
4’ $137.01 $178.12 $202.63 $263.42
6" $272.69 $354.50 $403.93 $525.11
g $435.51 $566.17 $645.49 $839.14
10" $62546 $813.10 $927.31 $1,205.51
127 $1,168.18 $1,518.64 $1,732.51 $2,252.27

Calculation of Water Delivery Volumetric Rates

The revenue requirements to be recovered from volumetric rates, as described in detail in the
cost of service allocation in Section III-F, are used to develop tiered rate structures for each
customer class. Exhibit 19, in Section III-F shows the resulting Base, Max Day and Max Hour
costs. These costs were developed for each customer class. The Base, Max Day and Max Hour
costs were allocated to the number of blocks in each customer classes’ rate structure. Base costs
represent the costs associated with operating the system during average conditions. Base costs
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were allocated to each block based on the proportional usage used by customers in each block.
Max day costs represent the costs to operate the system during the day with the highest
consumption during a one-year period. Max hour costs represent the costs to operate the system
during the peak hour of the day with the highest consumption during a one-year period. The
majority of max day and max hour costs are allocated to the higher blocks to reflect the
discretionary nature of usage in the higher tiers which cause the usage to peak. However, a
portion is still allocated to the first block. Users that have low non-discretionary usage can still
have discretionary usage that would fall within the first block. In addition, conservation costs for
residential customers get allocated to the fourth block. This is consistent with SAWS’ existing
policy of recovering conservation costs from the fourth block for residential customers. Once
costs were allocated, several policy decisions were made which modified the allocations, such
as:

= The Block 1 rate for General Class customers was set equal to the existing Block 1
rate; and
= Irrigation rates were tied to the Residential rates beginning with the Block 2 rate.

The rates under each alternative were calculated and shared with the RAC, however, the RAC
recommended Rate Structure was approved by the RAC on August 20, 2009 (5 votes in favor
and 2 votes against). The resulting rates under the RAC recommended Rate Structure is shown
in Exhibit 34.
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Exhibit 34
WREEN RAC Recommended Volumetric Water Delivery Rates

| Inside-City .- Outside-City
RESIDENTIAL Standard Seasonal Standard Seasonal
0-5,985 $0.0897 $0.0897 $0.1167 $0.1167
5,986 - 12,717 $0.1298 $0.1412 $0.1688 $0.1836
12,718 - 17,205 $0.1831 $0.1974 $0.2381 $0.2567
> 17,205 $0.3206 $0.4141 $0.4168 $0.5384
GENERAL Standard Seasonal Standard Seasonal
Base $0.1086 $0.1412
> 100% - 125% $0.1298 $0.1687
>125% - 175% $0.1821 $0.2367
> 175% $0.2666 $0.3466
IRRIGATION Standard Seasonal Standard Seasonal
0 - - - -
>0-8,732 $0.1298 $0.1412 $0.1688 $0.1836
6,733~ 11,220 $0.1831 $0.1974 $0.2381 $0.2567
> 11,220 $0.3206 $0.4141 $0.4168 $0.5384
WHOLESALE Standard Seasonal Standard Seasonal
Base $0.0753 $0.0979
> 100% - 125% $0.1132 $0.1472
> 125% - 175% $0.1634 $0.2124
> 175% $0.2311 $0.3004

Advantages of RAC Recommended Rate Structure:
1. Effectively addresses top pricing objective of conservation/demand management

s Expanding season by two months for Residential customers, and addition
of 6 months of seasonal rates for Irrigation customers, will assist in
managing peak demand

o Targeting discretionary water used by top 5% of users promotes water
conservation efforts and per gallons per capita per day (“gpcd”) goal of 116
established by SAWS conservation staff

e Reducing the Block 1 cut-off will promote conservation for residences with
low occupancy but high discretionary water use

2. Effectively addresses the top pricing objective of revenue stability

e Increasing the monthly meter charges for larger meter sizes ensures a
higher level of revenues from fixed monthly charges
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3. Effectively addresses the pricing objective of affordability

o Reducing the Block 1 rate will reward those customers that use water
efficiently

4. Effectively addresses the pricing objective of cost of service based allocations

o Using the cost allocation methodology from the AWWA M-1 manual
ensures that rates reflect cost of service allocation principals
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IV. WATER SUPPLY

A. Water Supply System

The city presently has 136 wells tapped into the Edwards Aquifer that pump for usage on
average 168 MGD. Although, the majority of SAWS Water Supply is and will continue to be
pumped from the Edwards Aquifer, the city is exploring new sources to ensure a lasting supply
of water for future generations. To date, SAWS has invested over $600 million into other
sources. With the addition of Canyon Lake, Local Carrizo, Trinity, and Recycled Water, as well
as one of the nation’s largest aquifer storage and recovery projects, SAWS has provided more
diversity in the city’s Water Supply portfolio.

The availability and use of recycled water for commercial and industrial customers has been an
incredible stride in relieving some of the burden on Edwards Aquifer. With recycled water
infrastructure in place, since the source of recycled water is SAWS wastewater treatment
facilities, the cost per acre-foot of water will be considerably less than ongoing annual water
purchases. These additional water sources and the recycled water system are significant
supplemental sources to the main supply pumped from the Edwards Aquifer.

B. Existing Rate Structure

The existing customer classes, described in detail in Section I1I-C, have different Water Delivery
rates. However, currently all customer classes are assessed the identical volumetric Water
Supply rate of $0.1529 per 100 gallons. The existing rate structure provides no distinction
among customer classes or usage characteristics.  Exhibit 35 below presents the uniform
volumetric Water Supply rate which exists currently.

Exhibit 35
IEEEN Existing Water Supply Charges

Inside-City |~ Out

Per 100 gal Per 100 gal
Residential $0.1529 $0.1529
General $0.1529 $0.1529
Irrigation $0.1529 $0.1529
Wholesale $0.1529 $0.1529

C. Revenue Requirements

Revenue requirements include all costs incurred by SAWS to operate the Water Supply utility.
As previously mentioned, SAWS Staff prepares an electronic data file which calculates the
majority of the revenue requirements other than O&M expenses. This file was used to obtain the
following information for Water Supply:
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» Operating reserves;

» Debt service;

» Commercial paper;

» Notes payable;

» Rate funded capital outlay; and
» Rate funded CIP projects.

The electronic data file is a financial planning tool used by SAWS to identify the total revenue
requirements for each core business. This file includes required debt service coverage
requirements and the funding of the capital improvement plan. As such, RFC used this file to
identify the revenue requirements for Water Supply. This file also shows offsets that are used to
reduce revenue requirements. For example, SAWS earns revenues from interest earnings. It also
includes revenues from Water Delivery that are used to fund the conservation costs that are
budgeted in Water Supply. These offsets are used to derive the net Water Supply revenue
requirements to be recovered from Water Supply rates. As shown in Exhibit 36, the net revenue
requirements to be recovered from Water Supply for Fiscal Year 2009 (or “test year”) is $82.3
million.

Exhibit 36
RN Water Supply Revenue Requirements

QOperating Capital
Expense Cost Total
O&M Expenses $ 54841048 $ - $ 54,841,048
Debt Service $ - $ 25426773 § 25,426,773
Transfer to the City $ 2,700,345 $ - $ 2,700,345
Transfer to R&R $ - $ 6,868,200 $ 6,868,200
Capital Outlay $ - $ 1157486 $ 1,157,486
Transfers out $ 3,9041000 $ - $ 3,941,000
$ 61482393 $ 33452458 § 94,934,852
Less Revenue Requirements Met from Other Sources  $ (12,680,307) § - $ (12,680,307)
Total $ 48,802,086 $ 33,452,458 § 82,254,544
Page 40
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D. Conceptual Design

Exhibit 37 shows the cost per acre foot of obtaining various Water Supply sources. Future Water
Supply sources, such as brackish and ocean desalinization, are more expensive than existing
Water Supply sources such as those from the Edwards Aquifer. Based on discussions with Staff
and the RAC, it was determined that all alternative Water Supply rate structures should

incorporate a tiered rate structure to acknowledge the increase in costs associated with obtaining
future Water Supply sources.

Exhibit 37
IWESN Water Supply Costs
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Based on discussions with Staff and the RAC, five alternative tiered Water Supply rate structures
were identified. The Water Supply revenue requirements were used to determine volume
charges under each of the five rate structure alternatives. The five Water Supply Rate Structures
that were considered based on input from SAWS Staff, the RAC, and RFC were as follows:

= Alternative 1: Four blocks tied to Water Delivery differentials (Conceptual
Design rate structure) — The Water Supply rate structure will have the same block
cut-offs, number of blocks, and block differentials as those established in the Water
Delivery conceptual design alternative.
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= Alternative 2: Four blocks tied to future Water Supply cost differentials - The
Water Supply rate structure will have the same block cut-offs and number of blocks
as those established in the Water Delivery conceptual design alternative; however, the
block differentials will be based on future Water Supply costs. The capital
improvement plan for the next ten years was reviewed and the estimated cost per
future Water Supply source was used to calculate rate differentials.

=  Alternative 3: Four blocks using uniform differentials — The Water Supply rate
structure will have the same block cut-offs and number of blocks as those established
in the Water Delivery conceptual design alternative; however, the block differentials
will be uniform for all customer classes.

= Alternative 4: Two blocks tied to Water Supply costs (RFC Recommended rate
structure) — The Water Supply rate structure for all customer classes will be
comprised of 2 tiers. The block cut-off for the first block will tie to the Block 1 cut-
off established for each customer class in the Water Delivery conceptual design.

= Alternative 5: Four ftiers tied to Water Delivery differentials with modifications
(RAC Recommendation) - The Water Supply rate structure for all customers classes,
with the exception of General and Wholesale Class customers, will have the same
block cut-offs, number of blocks, and block differentials as those established in the
RAC recommended Water Delivery approved alternative. However, the General and
Wholesale Class customers will have one uniform rate instead of tiered rates and this
rate will be equal to the existing Water Supply rate. In addition, the Block 2 rate for
irrigation customers will tie to the Block 2 rate for residential customers.

After considerable deliberation, the RAC decided to recommend Alternative 5. The RAC found
that the nature of General Class consumption is different from that of the Residential Class.
Water used by General Class customers is needed primarily to support operational business
needs and is much less discretionary in nature. Implementation of a tiered-water supply rate
structure for the General Class would not serve the same purpose that it would for the Residential
Class — namely to discourage discretionary water usage. For General Class customers,
discretionary water usage often is in the form of increased irrigation of their adjacent properties —
to address this type of usage, separate Irrigation rates exist which provide disincentives to
discretionary overuse of water.

E. Calculation of Water Supply Rates

To calculate the Water Supply rates, the usage was converted to equivalent usage. This was
accomplished by multiplying the usage in each block by the rate differential between each block.
The net revenue requirements were then divided by the sum of the equivalent usage in order to
derive a unit cost per 100 gallons. The unit rate was then escalated by the rate differential for
each block. This methodology was used to calculate the Water Supply rates for each alternative.
The rates for each alterative were shared with the RAC, and the RAC approved the Water Supply
rates under Alternative 5 (Staff recommended Rate Structure), which are shown in Exhibit 38.
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ENNEN RAC Recommended Water Supply Rate Structure and Rates

Inside-City ,
RESIDENTIAL Standard Standard
0-5,985 $0.0994 $0.0994
5,986 -12,717 $0.1438 $0.1438
12,718 - 17,205 $0.2028 $0.2028
> 17,205 $0.3550 $0.3550
GENERAL Standard Standard
Base $0.1529 $0.1529
> 100% - 125% $0.1529 $0.1529
>126% - 175% $0.1629 $0.152¢9
>175% $0.1529 $0.1529
IRRIGATION Standard Standard

0 - -

>0-8,732 $0.1438 $0.1438
6,733 - 11,220 $0.2028 $0.2028
> 11,220 $0.3550 $0.3550
WHOLESALE Standard ndard
Base $0.1529 $0.1529
> 100% - 125% $0.1529 $0.1529
> 125% - 175% $0.1529 $0.1529
> 175% $0.1529 $0.1529

Advantages of RAC Recommended Water Supply Rate Structure:

1. Effectively addresses top pricing objective of conservation/demand management

Page 43

Tiering the Water Supply rate structure for Residential and Irrigation
customers targets discretionary water use

Promotes water conservation goal of 116 gpcd established by SAWS
conservation staff
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2. Effectively addresses top pricing objective of affordability

¢ Reducing the Block 1 and Block 2 rates will reward those customers that
use water efficiently

3. Effectively addresses the pricing objective of revenue sufficiency

o Tiering the Water Supply rates acknowledges the additional cost to obtain
future water supply sources

RFC
RAFTELIS FINANCIAL CONSULTANTS, INC.




Comprehensive Cost of Service and Rate Design Study

V. WATER DELIVERY AND WATER SUPPLY COMBINED RATES AND
CUSTOMER IMPACTS

A. Combined Rates

SAWS currently segregates the Water Delivery and Water Supply rates. For presentation
purposes, the RAC-recommended rates for Water Delivery and Water Supply are summed and
shown below, followed by a detailed explanation of the resulting customer impacts. For more
detail, refer to Appendix B, which shows the comparison of rates under the existing rates
structure to rates under the RAC recommended rate structure.

Exhibit 39
WEEEN Combined Water Delivery and Water Supply Rates

i Inside-City ititside-C
RESIDENTIAL Standard Seasonal Standard Seasonal
0-5985 $0.1891 $0.1891 $0.2161 $0.2161
5,986 - 12,717 $0.2736 $0.2850 $0.3126 $0.3274
12,718 - 17,205 $0.3859 $0.4002 $0.4409 $0.4595
> 17,205 $0.6756 $0.7691 $0.7718 $0.8934
GENERAL Standard Seasonal Standard Seasonal
Base $0.2615 $0.2041
>100% - 125% $0.2827 $0.3216
>125% - 175% $0.3350 $0.3896
> 175% $0.4195 $0.4995
IRRIGATION Standard Seasonal Standard Seasonal
0 - - - -
>0-6,732 $0.2736 $0.2850 $0.3128 $0.3274
6,733~ 11,220 $0.3859 $0.4002 $0.4409 $0.4595
> 11,220 $0.6756 $0.7691 $0.7718 $0.8934
WHOLESALE Standard Seasonal Standard ea |
Base $0.2282 $0.2508
> 100% - 125% $0.2661 $0.3001
> 125% - 175% $0.3163 $0.3653
> 175% $0.3840 $0.4533

B. Customer Impacts Under Combined Rates

One of the most important components of the rate study was an analysis of how the proposed
rate structure would impact the monthly bills of water customers. RFC worked closely with
Staff to ensure that appropriate revenue requirements would be recovered, while monitoring
related impacts on customers.
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Residential Class

Because of the multiple parameters that have been modified in the water rate structure, the best
comparison between existing and RAC recommended rates is to show the percentage difference
between the monthly charges calculated for the recommended standard and seasonal rates,
respectively, with charges calculated for the current rates. Exihibit 40 shows the percent change
in a customer’s monthly bill at different consumption levels for monthly Water Delivery and
Water Supply charges.

It is important to observe in Exhibit 40 that over 90% of residential customers are receiving some
form of savings compared to their current bill under the combined RAC approved Water
Delivery and Water Supply rate structures. In line with SAWS top rated pricing objective,
conservation, the higher usage customers are bearing the majority of the increased impacts.

Exhibit 40
INEEN Residential Customer Impacts under Recommended Water Delivery and Water Supply
Rates {5/8” Inch Meter — No EAA Fee)

Gallons per Month

~g- Standard RAC Recommendation —=-Seasonal RAC Recommendation
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General Class

Because of the individualized nature of the General Class rate structure and the proposed
modifications to the rate structure rate comparisons, the rate comparisons are based on the
average General Class customer (using a 2” meter and 50,000 gallons). As shown in Exhibit 41,
under the recommended rate structure and rates, the average General Class customer will
experience a slight increase in their monthly bill because of the recommended change in the
meter charges.

Exhibit 41
WMEN General Class Customer Impacts under Recommended Water Delivery and Water Supply
Rates (50,000 gallons Per Month, 2” Meter)
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Irrigation Class

The RAC recommended rate structure for Irrigation customers also include seasonality, which is
a new approach to assessing rates to Irrigation customers. Because of this, it is necessary to
show the impacts of both the recommended standard and seasonal rates relative to the existing
rate structure, as was the practice with the Residential rate comparisons. Exhibit 42 below shows
the comparison for an irrigation customer with a 1” meter. Since irrigation is discretionary
water usage, the pricing objective of encouraging conservation was a prime consideration in the
development of a proposed rate structure for irrigation. The RAC recommended rate structure
meets this consideration by focusing on those irrigation customers that place high demands on
the water system. The same block cut-off’s proposed for Residential customers are also
recommended for use in structuring the Irrigation Class rates
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Exhibit 42
WENEN irrigation Customer Impacts under Recommended Water Delivery and Water Supply
Rates (1” Meter — No EAA Fee)
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C. Comparison with other Communities

Comparing water and sewer bills with other representative communities can provide insights
regarding a utility’s pricing policies related to water and sewer services. However, care should
be taken in drawing conclusions from such a comparison, as higher bills may not necessarily
mean the utilities are operated and managed poorly. Many factors affect the level of costs and
the pricing structure employed to recover those costs. Some of the most prevalent factors
include geographic location, demand, customer constituency, level of treatment, level of grant
funding, age of system, level of general fund subsidization, and rate setting methodology.
SAWS’ Staff provided a list of regional and national utilities that were used to conduct a rate
comparison for monthly bills under the approved RAC recommended Rate Structures.

The first set of exhibits below demonstrates a residential customer’s monthly charge for 7,788
gallons of consumption. This level of consumption is representative of the average Residential
customer usage for SAWS, SAWS’ current and recommended standard and seasonal monthly
charges are presented in perspective of select utilities in the state of Texas, Exhibit 43, and to
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select utilities nationally, Exhibit 44. SAWS’ recommended rates, when applied to this
consumption level are lower than SAWS’ current rates and the rates of several Texas and
national utilities.

Exhibit 43
BN Residential Monthly Water Delivery and Water Supply Charges for 7,788 gallons for Select
Texas Utilities (Smallest Available Meter)
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Exhibit 44
IEREN Residential Monthly Water Delivery and Water Supply Charges for 7,788 gallons for Select
National Utilities (Smallest Available Meter)
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The second set of exhibits demonstrates a Residential customer’s monthly charge for 20,000
gallons of consumption. SAWS’ current and recommended standard and seasonal monthly
charges are presented in perspective of select utilities in the state of Texas in Exhibit 45, and to
select utilities nationally in Exhibit 46. SAWS’ conservation objectives begin to impact a
customer at this level of monthly consumption; however, both SAWS’ existing and
recommended standard and seasonal rates are well within the mid range of both the Texas and
national utility benchmarking groups.

Exhibit 45
Residential Monthly Water Delivery and Water Supply Charges for 20,000 gallons for
Select Texas Utilities (Smallest Available Meter)
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Exhibit 46
INEAN Residential Monthly Water Delivery and Water Supply Charges for 20,000 gallons for
Select National Utilities (Smallest Available Meter)
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The third and final set of Residential exhibits below demonstrates a high-use residential
customer with a monthly usage of 50,000 gallons. Exhibit 47 presents SAWS comparison to
Texas utilities, and Exhibit 48 presents the national comparison. The trend in both the state and
nationwide comparison is that the RAC recommended rate structure shifts SAWS position from
the middle of the benchmarking groups to the higher end. This demonstrates that SAWS and the
RAC have determined high-usage customers will bear a significant impact on their bill and will
become one of the higher monthly charges within its peer utilities.

Exhibit 47

MENEN Residential Monthly Water Delivery and Water Supply Charges for 50,000 gallons for
Select Texas Utilities (Smallest Available Meter)
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Exhibit 48
IBNEN Residential Monthly Water Delivery and Water Supply Charges for §0,000 gallons for
Select National Utilities (Smallest Avallable Meter)
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Similarly, for the General Class, the existing rates and recommended rates are compared to the
same group of state and national benchmarking utilities. For this comparison, two customer
groups were used: those with average monthly usage of 50,000 gallons and a 2” meter and those
with average monthly usage of 850,000 gallons and a 6” meter. State-level benchmarking
comparisons are provided in Exhibits 49 and 51 and national comparisons are provided below in
Exhibits 50 and 52. SAWS existing and recommended rates are in the mid range for both
comparisons.

Exhibit 49
WWEEN General Class Monthly Water Delivery and Water Supply Charges for 50,000 gallons for
Select Texas Utilities (Base = 50,000 Gallons, 2" Meter)
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Exhibit 50
ENEEN General Class Monthly Water Delivery and Water Supply Charges for 50,000 gallons for
Select Nationg!olb{)tilities (Base = 50,000 Galions, 2” Meter)
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Exhibit 51
IWEEN General Class Monthly Water Delivery and Water Supply Charges for 850,000 gallons for
Select Texas Utilities (Base = 665,809 gallons, 6” Meter)
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Exhibit 52
ENEEN General Class Monthly Water Delivery and Water Supply Charges for 850,000 gallons for

Select National Utilities (Base = 665,809 gallons, 6” Meter)
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VI. WASTEWATER

A. Wastewater System

SAWS has three major wastewater treatment facilities that have the capability to treat over 200
million gallons of wastewater a day. In 2008, the plants treated a combined 50 billion gallons of
wastewater. SAWS’ wastewater collection system consists of 5,000 miles of pipe and 162 lift
stations. SAWS connects to approximately 390,000 customers in the city and outlying areas. A
portion of these customers receive wastewater service from SAWS but water service from
BexarMet. BexarMet is responsible for providing water usage data to SAWS so that SAWS can
estimate the wastewater bills for these customers. Exhibit 53 provides some insight regarding the
customer class characteristics, including the BexarMet customers. As shown, residential
customers account for approximately 94% of all accounts and 56% of billed flow. Commercial
customers account for approximately 6% of customers and 39% of billed flow. There are a
handful of wholesale customers that account for approximately 5% of billed flow.

Exhibit 53

RN Customer Class Characteristics
Customer Wastewater Service
Class Billed Flow Accounts
Residential 55.92% 93.81%
Commercial 39.31% 6.19%
Irrigation 0.00% 0.00%
Wholesale 4.77% 0.00%

100.00% 100.00%

B. Existing Wastewater Rate Structure
Exhibit 54 shows SAWS’ existing rate structure for each customer class. The existing rate
structure is comprised of a fixed minimum monthly charge and a volumetric charge.

Minimum Charge

All customer classes are assessed a minimum monthly charge that includes the first 1,496 gallons
of water use. This minimum is assessed even if a customer uses less than 1,496 gallons.
Outside-city minimum charges are 120% higher than inside-city rates.

Volumetric Charge

SAWS assesses a uniform volumetric charge to all usage above 1,496 gallons. To determine the
amount of water returned to the wastewater system from Residential customers, SAWS
calculates each residential customer’s winter average water usage for 90 days during three
consecutive billing periods between November 15th and March 15th. For General Class
customers, the average annual water usage is used to estimate the amount returned to the
wastewater system. However, the amount assumed for irrigation (29% of usage of the
commercial and industrial water service customers, and 20% for apartments) is excluded since
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this water usage is not returned to the wastewater system. The volumetric rate is assessed to
usage returned to the system above the 1,496 gallons included as part of the minimum charge.
Outside-city uniform volumetric rates are 120% higher than inside-city rates.

Exhibit 54
IFERRN Current Wastewater Rates

Inside-City o
Minimum Volumetric Minimum Volumetric
Charge Charge Charge Charge
Residential $7.76 $0.2057 $9.32 $0.2468
General $7.76 $0.2057 $9.32 $0.2468
Wholesale - $0.1854 $91.11 $0.2226
Includes 1,496 gal per 100 gal Includes 1,496 gal per 100 gal

C. Revenue Requirements

Revenue requirements include all costs incurred by SAWS to operate the Wastewater utility.
Revenue requirements not only represent the cash-needs of each utility but also the liquidity and
debt-coverage requirements. SAWS Staff has already developed two comprehensive EXCEL
files that identify revenue requirements, referenced earlier in Section II. These files were used to
obtain the following information for Wastewater:

+ Operating reserves;

« Debt service;

o Commercial paper;

« Notes payable;

« Rate funded capital outlay; and
« Rate funded CIP projects.

RFC also used these files to factor in the offsets used to reduce Wastewater revenue
requirements. For example, SAWS earns revenues from interest earnings and from industrial
surcharges, etc. These offsets are used to derive the net Wastewater revenue requirements to be
recovered from Wastewater rates. As shown in Exhibit 55, the net revenue requirements to be
recovered from Wastewater for Fiscal Year 2009 (or “test year”) is $128.4 million.
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Exhibit 55
IERAN wastewater Revenue Requirements
Operating Capital
Expense Cost Total
O&M Expenses $ 70,514,327 70,514,327
Debt Service $ 54,196,972 54,196,972
Transfer to the City $ 3,759,858 3,759,958
Transfer to R&R ‘$ 4,374,168 4,374,168
Capital Qutlay $ 6,412,287 6,412,287
$ 74274285 $§  64,083427 138,257,712

Less Revenue Requirements Met from Other Sources  $  (10,901,133) (10,901,133

@ ©~ LA £ B P D)

Subtotal

L]

63,373,152 § 64,983,427 128,356,580

D. Cost of Service Allocation

Wastewater Rate Design

The city’s wastewater budget for FY 2009 served as the test year for this study. Budget detail
was taken from the “CY09 Allocations™ file provided by the SAWS in order to provide an
adequate level of detail to allocate costs to the various treatment plant functions, such as primary
treatment, secondary treatment, tertiary treatment, disinfection, solids handling, etc. Pro Ops, a
sub-consultant for the cost of service study, is a professional engineering firm with experience in
wastewater treatment design and operations. Pro Ops performed an analysis to allow for the
allocation of plant costs. The Pro Ops analysis allocated costs to the treatment plant functions
noted above and then allocated those plant functions to the removal of wastewater pollutants.
Ultimately, from the analysis, an allocation table was developed that converts treatment plant
operations and maintenance costs to wastewater pollutants. Pollutant costs divided by the total
pounds of those pollutants discharged into the wastewater system equals the cost per pound to
treat pollutants. All costs not allocated to pollutants, have historically been allocated to volume
for inclusion in the volumetric component of the SAWS uniform wastewater rate. RFC has
taken the additional step of allocating some of the remaining costs to be recovered through the
fixed monthly component.

Volumetric/Strength Cost Allocation

The Volumetric/Strength method of cost allocation as described in the Manual of Practice #27
from the Water Environment Federation recognizes that wastewater systems are designed to
handle volumetric flow as well as pollutant strength. Typical Volumetric/Strength cost
categories include:

e Volumetric: costs related to meeting average and peak day demands.
Strength: costs incurred at the treatment plants related to meeting discharge permit limits
for removal of pollutants.

o Customer Service: costs associated with metering, billing, and collections.
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Our cost of service analysis process consisted of two steps. First, O&M costs were allocated
among the three cost categories above. Then, a COS-based rate was calculated for strength
components and customer service components. Projected revenue from these rates reduces
revenue requirements to be recovered through the city’s volumetric charge.

Industrial Surcharges

The current wastewater rate structure includes a volumetric component charged to all customers
based on usage and a high strength component charged to customers whose wastewater includes
pollutant levels in excess of normal domestic wastewater. The surcharges are intended to recover
direct plant O&M costs associated with removal of biological oxygen demand (BOD) and total
suspended solids (TSS). Surcharges also recover direct cost to administer the city’s pretreatment
program. Without a surcharge, industrial and commercial facilities would be subsidized by
residential customers. While Pro Ops assisted in identifying those costs that would be
incorporated in industrial surcharges, SAWS will be undergoing a more comprehensive study in
the near future to potentially switch from sampling BOD to chemical oxygen demand (COD). If
this switch is made, SAWS will bill based on COD rather than BOD. As a result, it was assumed
SAWS would continue to charge the existing industrial surcharges to high strength customers.
However, Pro Ops still had to allocate costs in order to determine the total costs to be recovered
from the volumetric rate.

Treatment Cost Allocation

Pro Ops evaluated each wastewater treatment plant in order to equitably allocate cost activity to
each removal process. Objectives of the analysis included determining a correlation between
each of the treatment plant’s influent pollutant loads and the annual O&M costs and relating the
reduction of these pollutants in the liquid and solids treatment processes to the corresponding
O&M costs for each process. RFC, with input from SAWS Staff, assigned O&M activity into
functional allocation categories or cost pools. Data collected from the analysis performed by
Pro-Ops was used in determining equitable allocation of treatment plant activity to functional
allocation categories. Units of service were obtained from historical operating reports and then
divided by the net operating cost per cost class to determine a unit cost.

Analysis Results

Application of the cost of service analysis for the test year to O&M data resulted in costs being
allocated to the categories above in the percentages shown in Exhibit 56. These test year
allocations can be applied to subsequent O&M projections in order to determine the cost of
service.

Exhibit 56

INNEN O&M Cost Allocation Results
Cost Category Allocation Percentage
Volumetric 82%
Meter 12%
Billing/Customer Service 6%
Total 100%
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E. Conceptual Design
RFC and SAWS Staff identified several wastewater rate structure modifications based on the top
pricing objectives as identified by the RAC.

» Modify Basis for Estimating Wastewater Usage — SAWS currently estimates
residential wastewater use on winter average water use. Other methods used to
estimate wastewater returned to the system include: average annual water usage,
total water usage, or a flat percentage of water usage. Using a different basis for
estimating water use can encourage various levels of water conservation.

= Eliminate the minimum usage — The minimum monthly charge currently
includes the first 1,496 gallons of usage. A customer using less than 1,496 is
penalized since they are paying for more wastewater than they are returning to the
system. To be more equitable and address affordability for those economically
disadvantaged customers with low water use, the volumetric rate could be
assessed to actual usage.

= Establish a base charge by meter size — Currently the minimum charge does not
vary by meter size. In order to reflect the available capacity provided by different
meter sizes, the monthly meter charge could vary by meter size to reflect the
available capacity for those customers with larger meters.

F. Alternative Rate Structures

RFC and SAWS Staff discussed the conceptual design options and identified several viable
alternative rate structures. These alternatives were chosen based on the customer data that was
available at the time of the study. SAWS could not obtain meter size information for each
BexarMet account and therefore, it was not possible to calculate a base charge by meter size for
wastewater customers. In addition, RFC recommended the winter average water use continue to
remain the basis of estimating residential water returned to the wastewater system. Using a
different basis for estimating wastewater could encourage more water conservation. However,
SAWS is already effective in promoting water conservation through their existing tiered and
seasonal residential water rate structure. Furthermore, the winter average usage is a justifiable
and equitable measure for estimating water usage returned to the system. Using an alternative
basis such as total water use or the average annual use is less equitable since it captures more
water than what is actually returned to the wastewater system. Therefore, it was recommended
the winter average usage remain the basis for estimating residential wastewater use for each
alternative.

Alternative 1: Retain existing rate structure but reflect cost of service principals
— This alternative would include applying the cost of service analysis to the net FY
2009 revenue requirements and determining rates under the existing rate structure.
This alternative would re-calculate the minimum monthly charge that includes the
first 1,496 gallons of usage and the volumetric rate for all usage above 1,496 gallons.
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Alternative 2: Eliminate the minimum usage — This alternative would include
applying the cost of service analysis to the net FY 2009 revenue requirements and
determine rates under the existing rate structure, but would eliminate the minimum
allowed usage of 1,496 gallons. All customers would continue to be assessed a
monthly charge but the volumetric rate would be assessed to all usage.

The resulting wastewater rates under each option are shown in Exhibit 57 and the resulting
customer impacts in Exhibit 58. As shown, under alternative 1, those residential customers who
use less than 9,000 gallons of water (winter average) will see a decrease in their bill ranging from
0% to 10%, while those using more than 9,000 gallons will see an increase ranging from 0% to
3%. Under alternative 2, those customers using less than the minimum, (1,496 gallons) will see
a decrease in their monthly bill ranging from 0% to 40%. Approximately 11% of customers use
less than 1,496 gallons of water (winter average use).

Exhibit 57
WWEEN Alternative Rates for Wastewater

Existing Rates Option 1 Option 2

Inside-City
Base Charge
Residential and General Class $7.76 $7.16 $4.65
Wholesale Class
Volumetric Charge (per 100 gallons)
Residential and General Class $0.2057 $0.2126 $0.2077
Wholesale Customers $0.1854 $0.1900 $0.1856
Outside City
Base Charge
Residential and General Class $9.32 $8.59 $5.58
Wholesale Class $91.11 $81.64 $81.64
Volumetric Charge (per 100 gallons)
Residential and General Class $0.2468 $0.2551 $0.2492
Wholesale Customers $0.2226 $0.2280 $0.2227
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Exhibit 58
IENEN Residential Customer Impacts under Alternative Rate Options
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While alternative 2 would provide more affordable rates for customers with low usage, the lower
base charge would jeopardize SAWS’ revenue stability. Under alternative 2, the revenues from
base charges would decrease from 29.3% to 17.6%. The RAC, along with RFC and SAWS
Staff, concluded that the alternative rate structures did not provide enough advantages to warrant
a change. As a result, the RAC voted to keep the wastewater rate structure unchanged at a RAC
meeting held on October 1, 2009.

Exhibits 59 through 68 show comparisons of monthly wastewater bills for various customers
under the existing wastewater rate structure. Exhibits 59 and 60 show the comparison of
monthly bills for residential customers that represent SAWS average residential wastewater
customer who has a winter average water usage of 6,178. As shown, the average SAWS
residential wastewater customer has monthly bills that are lower than bills of most of the select
Texas and national utilities.
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Exhibit 59
ENEEN Residential Monthly Wastewater Charges for 6,178 gallons (winter average) for Select
Texas Utilities

$4586

$25.81

EiPaso Cunsnt Lubbock Aslington  FortWorth Daltas Houston Plano Compus Austin
SANS Christi

Exhibit 60
Residential Monthly Wastewater Charges for 6,178 gallons (winter average) for Select
National Utilities
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Exhibits 61 and 62 show the comparison of monthly bills for residential customers that have a
winter average water usage of 30,000. As shown, the monthly bills for these customers are in the
lower range of the comparison for both the select Texas and national utilities.

Exhibit 61
IRNEN Residential Monthly Wastewater Charges for 30,000 gallons (winter average) for Select
Texas Utilities
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Exhibit 62
WEESN Residential Monthly Wastewater Charges for 30,000 gallons (winter average) for Select

National Utilities
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Exhibits 63 and 64 show the comparison of monthly bills for residential customers that have a
winter average water usage of 50,000. As shown, the monthly bills for these customers are in the
lower range of the comparison for both the select Texas and national utilities.
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Exhibit 63
WEEEN Residential Monthly Wastewater Charges for 50,000 gallons (winter average) for Select
Texas Utilities
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Exhibit 64
ENEEN Residential Monthly Wastewater Charges for 50,000 gallons (winter average) for Select
National Utilities
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Similarly, for the General Class, the existing rates and recommended rates are compared to the
same group of state and national benchmarking utilities. For this comparison, two customer
groups were used: those with average monthly usage of 50,000 gallons and a 2” meter, and
those with average monthly usage of 850,000 galions and a 6” meter. State-level benchmarking
comparisons are provided in Exhibits 65 and 67 and national comparisons are provided in
Exhibits 66 and 68. SAWS existing and recommended rates are in the low range for both
comparisons.

Exhibit 65
WWEEN General Class Monthly Wastewater Charges for 50,000 gallons for Select Texas Utilities
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Exhibit 66
IEEEN General Class Monthly Wastewater Charges for 50,000 gallons for Select National Utilities
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Exhibit 67
IEEEN General Class Monthly Wastewater Charges for 850,000 gallons for Select Texas Utilities
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Exhibit 68
BWEEN General Class Monthly Wastewater Charges for 850,000 gallons for Select National
Utilities
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VII. RECYCLED WATER

A. Recycled Water System

SAWS has been leading the nation in treating and reusing wastewater for irrigation, commercial,
and industrial purposes. Recycled water is wastewater that is highly treated through a tertiary
treatment process to be released to the environment and used in the recycled water system.
SAWS continues to observe an increase in the demand for recycled water. Three Water
Recycling Centers are owned and operated by SAWS to provide this service, which helps
conserve potable water drawn from Edwards Aquifer. Recycled water cannot flow through the
potable water system. Therefore, SAWS has invested millions of dollars in building the
necessary infrastructure to provide this service. The SAWS’ recycled water system is comprised
of nearly 80 miles of pipeline to distribute up to 35,000 acre-feet per year to customers. While
the initial investment was significant, SAWS is committed to conservation and believes this
system will continue to pay dividends as a valuable alternative source of water.

B. Existing Rate Structure

The recycled water rate structure is comprised of a monthly service availability fee that varies by
meter size and a two-tiered volumetric rate structure, provided in Exhibit 69. Seasonal
volumetric rates apply to recycled usage between July 1 and October 31%. Standard volumetric
rates are applied to usage in the other months.

SAWS has two different tiered rate structures. SAWS has several recycled water customers that
transferred their Edwards Aquifer rights (in acre feet or “AF”) to SAWS. In exchange for these
rights, SAWS charges these customers the “Edwards Exchange Customer” Block 1 rate for all
usage that is up to the amount of AF transferred to SAWS. The customer is then assessed the
Block 2 rate for all usage above the AF transferred to SAWS. The majority of SAWS’
customers are Non-Edwards Exchange Customers. These customers are assessed a tiered
standard and seasonal volumetric rate structure. The block cut-off for these customers is 748,000
gallons.
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Exhibit 69
ENERN Existing Recycled Water Rate Structure

Meter Size Charge Edwards Exchange Customers
518" $8.74 Rate Category Standard Seasonal
34’ $11.37 Transferred Amount $0.0230 $0.0230
1" $14.81 All Excess $0.0863 $0.0917
11/2™ $23.55
2" $34.44
3" $91.60 Non-Edwards Exchange Customers
4" $136.14 Rate Tier Standard Seasonal
6" $259.71 Tier 1 - First 748,000 gal $0.0924 $0.0992
8" $391.47 Tier 2 - Above 748,000 gal $0.0943 $0.1002
10” $536.79
127 $662.31

C. Revenue Requirements

Revenue requirements include all costs incurred by SAWS to operate the Recycled Water
system. RFC obtained revenue requirements and offsets allocated to Recycled Water from the
aforementioned file, “FP09 B Session”, prepared by SAWS Staff. In particular, this file was
used to obtain the following revenue requirements information for Recycled Water System:

« Operating reserves;

+ Debt service;

« Commercial paper;

+ Notes payable;

« Rate funded capital outlay; and
« Rate funded CIP projects.

Exhibit 70 presents the Recycled Water revenue requirements. However, offsets are used to
reduce revenue requirements. For example, SAWS earns revenues from other core businesses.
Currently, Recycled Water is being supported in part by revenues generated from Water Delivery
and Water Supply. It is a common practice among utilities throughout the country to support
recycled water operations in this way. The net revenue requirement to be recovered from
recycled rates is approximately $3.9 million. However, a portion (or 70% of these revenues) is
fixed due to contracts.
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Exhibit 70

RN Recycled Water Revenue Requirements

O&M Expenses

Debt Service
Transfer to the

City

Transfer to R&R

Capital Outlay
Transfers Out

Total Revenue Requirements - No Subsidy

Less Revenue Requirements Met from Other Core Sources

Transfer from Water Supply
Transfer from Water Delivery
Subtotal Revenue Requirements

Less Fund Transfers

Tra

Subtotal Revenue Requirements - With Subsidy

nsfer from R&R Fund

Contractual Revenue
CPS Contracts
Subtotal Revenue Requirements

Net Revenue Requirements

Total
$ 2,959,688

$ 11,975,149

$ 91,645

$ 453,153

$ 178,486

$ -

$ 15,658,120

$ (3,941,000
$ (5,800,000

$ 5,917,120

$ (1,984,000
$ 3,933,120

$  (2,720,450)
$ 1,212,670

$ 1,212,670

The recycled water system provides SAWS with an alternative Water Supply source and delays
the need to pursue other Water Supply sources that are more expensive. Exhibit 71 shows a
comparison of the capital costs and available acre feet for alternative Water Supply sources. As
shown, recycled water (capital cost/AcFt) is the second least expensive Water Supply source.

Exhibit 71

RN Water Resource Capital Cost Comparison (as of October 2009)

Comparison of Water Resource Capital Costs

5

Recycled Water

$ 134,829,275 35,000 % 3,852
Edwards Acquisitions $ 87,418645 | 60,000( $ 1,457
Brackish Groundwater Desal'" $ 216,203,715] 11,800] $ 18,322
Additional Recharge $ 141568199 13451(% 10,525
QOcean Water Desal $ 3,288,752697 | 120,000| $ 27,406

{1) Includes 50% of the costs of the Integration Pipeline
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The existing recycled rates (Non-Edwards Exchange Rates) are comparable to those assessed by
other utilities similar in size to SAWS, as shown in Exhibit 72. Because the existing rates are
comparable to other utilities, and because recycled water is a less expensive source of water, the
recycled rates should continue to be subsidized. However, it was recommended that increases in
recycled water rates be considered whenever increases are proposed for Water Delivery and
Water Supply rates. On October 15, 2009, the RAC approved this recommendation and the
recommendation to retain the current Recycled Water rate structure..

Exhibit 72
AN Benchmarking Recycled Water Rates with Peer Utilities
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VII. OTHER SYSTEM-WIDE FEES

A. Private Fire Protection Costs

As described in Section III-F of this report, the cost of service allocation process identified those
costs to be recovered from customers who have standby water pressure provided by SAWS to
support private fire service systems. Added to this cost, is approximately $385,000 for the
maximum day and maximum hour demand that can be placed on the system to actually fight a
fire. (These costs are based on assuming 4,000 gallons of water flow per minute to fight a fire
multiplied by the calculated max day and max hour costs developed in Section III). The total
costs to be recovered from private fire protection are therefore $1,385,000. SAWS currently
generates approximately $1,500,000 from private fire service customers who pay an annual fee
based on meter size. While the cost of service analysis does not justify increasing the revenues
collected from these customers, the private fire service rate structure could be modified, while
still collecting the same level of revenues.

Private fire protection charges are assessed by meter size. The meter ratios are based on the
Hazen-Williams equation for flow through pressure conduits, which raises the diameter of the
meter to the 2.63 power (provided by the AWWA M1 manual, page 224). Since the current fire
protection charges are based on a 4” meter, the meter differentials using the Hazen-Williams
equation are set relative to a 4” meter. Exhibit 73 shows the existing differential and those
calculated using the Hazen-Williams equation, relative to a 4” meter. The calculated
differentials are applied to SAWS’ number of private fire protection meters by meter size to
derive equivalent units. The revenues under existing rates are divided by the equivalent units to
derive a unit cost of $77.50. This unit cost represents the annual cost for a private fire protection
meter 4” in size (or smaller). The proposed differentials shown in Exhibit 73 are then applied to
the unit cost to determine the rates for the other meter sizes. This alternative private fire
protection rate structure will recover the same amount of revenues as currently generated, but a
larger percentage of the revenues will come from those customers with larger meters. Private
fire protection customers with smaller meters will see a decrease in their bill, but private fire
protection customers with larger meters will see a significant increase in their annual bill.
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Exhibit 73
" Private Fire Protection Charges
) ) ] Number of Private
Meter Size Existing Rate | Calculated Rate Existing Fire Protection
(Inside-City) {inside-City) Differentials Accounts (includes
- . . Outside-City)
1" $ 25000 |8 . 7750 1.00 18
112" $ 250.00 | & . i 7.00 21
2" $ 250.00 |$ 1,00 16
4" $ 250.00 ['$. 1.00 238
6" $ 34500 f§ 225 1.38 1,631
g" $ 420.00 F$ ~ - 479f 1.68 1,690
10" $ 485.00 | §- 1.94 59
12" $ 580.00 | $ 2.32 149
14" $ 580.00 2.32 1
3,823

It is also recommended future fire protection rates should be tied to increases in Water Delivery
and Water Supply rates in order to offset increase in fire protection costs resulting from inflation.
On October 15, 2009, The RAC approved the recommendation to submit a change in the rate
structure and to tie future rate increases with those implemented for Water Delivery and Water

Supply.

B. Lift Station Maintenance Fee

When new development is connected to the water or wastewater systems, SAWS takes
ownership of the water and wastewater infrastructure used to serve that new development and
also takes on the responsibility of operating, maintaining and repairing that infrastructure. In
cases where the infrastructure contributed consists predominantly of water and wastewater pipes,
the incremental cost associated with those pipes is relatively small, and SAWS absorbs those
costs into its overall cost structure and recovers those costs from its entire rate base through its
water and wastewater rates. However, in cases where the contributed assets include wastewater
lift stations, the incremental cost of operating, maintaining and repairing the assets is significant
and recovery of these costs to serve a relatively small number of customers from the entire
customer base through rates could lead to rate equity issues. To avoid this problem, SAWS
assesses a Lift Station Maintenance Fee on all wastewater lift stations contributed to the SAWS
system. This fee is designed to offset the additional costs SAWS will incur as a result of owning
and operating the lift stations. Presently, the fee is based on a projection of the annual operating
and maintenance costs that SAWS will incur over a ten year period. These costs are then
discounted back to the current year using a discount factor that approximates the risk-free cost of
capital.

At the request of SAWS, RFC reviewed the logic behind the Lift Station Maintenance Fee and
the methodology used to calculate the fee. Based on this review it is our opinion the Lift Station
Maintenance Fee represents a fair and equitable approach to recovering the costs associated with
contributed wastewater lift stations and the methodology SAWS currently uses to calculate the
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fee results in a fair and equitable charge to the parties that contributed the assets. Therefore,
RFC recommends SAWS continues to assess the fee and continues to use the methodology
currently used to calculate the fee.

C. Edwards Aquifer Recharge Zone Charge

The Edwards Aquifer is numerous layers of predominantly limestone which serves as the
primary source of water for SAWS and several other water utilities that serve south central
Texas. The recharge zone for the Edwards Aquifer extends in a generally east-northeast to west-
southwest trending arc north of San Antonio and underlies a significant portion of the SAWS
service area. In an effort to protect the quality of the aquifer, state and local regulators have
imposed strict regulations to prevent the discharge of contaminants within the recharge zone and
these regulations require SAWS to incur more costs associated with the maintenance and repair
of wastewater infrastructure located within the Edwards Recharge Zone.

At SAWS request, RFC analyzed the possibility of developing a special charge that would be
assessed to sewer customers located within the Edwards Recharge Zone. The purpose of this
charge would be to recover the additional costs associated with sewer infrastructure located with
the recharge zone from the specific customers served by that infrastructure. Our analysis in this
regard focused on answering two questions. First, while it is known the more stringent
regulatory requirements for infrastructure within the recharge zone require SAWS to incur
additional costs, is it possible to accurately isolate these costs and assign them to a special
charge? Second, is it within the bounds of standard industry practice to develop a special charge
to recover costs associated with a customer’s geographic location?

With regard to the first question, RFC found that SAWS could, with some degree of accuracy,
identify the incremental costs associated with meeting the stricter regulatory requirements
governing the maintenance and repair of infrastructure within the Edwards Recharge Zone.

When considering the second question, it is important to recognize that many geographically-
based cost differences exist within all utilities. For example, a customer located 10 miles from
the utility’s wastewater treatment facilities uses more of the wastewater collection system than
does a customer located 5 miles from the plant. Similarly, in order to treat wastewater generated
by customers situated at elevations lower than the elevation of the wastewater treatment
facilities, the utility must incur costs associated with pumping the wastewater up to the treatment
plant. In theory, separate charges could be developed to address each of these cost differences
and others that exist within the system, but the result would be an incredibly complex set of rates
and charges that would often result in next-door neighbors being assessed different charges for
essentially the same service.

RFC’s analysis determined that while there are some utilities that take a customer’s geographic
location into account when developing rates, it is not a widely used practice. The vast majority of
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utilities have determined that the limited gains with respect to equitable cost recovery these types
of charges provide do not justify the additional effort associated with calculating, maintaining,
assessing, and explaining these geographically based charges. Therefore, RFC recommended to
SAWS Staff and the RAC that SAWS should not pursue the development of a special charge for
customers located within the Edwards Recharge Zone.
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Appendix A: List of Rates Advisory Committee (RAC) Members

RAC Member Representing Occupation District
Arce, Fred (appointed Feb 09) OCL Customers Engineer OCL
Coronado, Gil Large Lot Owner Retired Federal 8
Executive
Estrada, Kathie Multi-Family Retirement Home OCL
Executive
Gallardo, Antonio (appointed Dec 09) | Comm. Volunteer Retired 6
Harris, Mike Industrial SAMA President OCL
Kindle, Keith Engineering Engineer 9
Morales, Ron Affordability Social Worker 1
Patmon, Steve Neigh. Association Architect 10
Soules, Joe Residential/Family Retired 10
Townsend, Allen Environmentalists Educator 5
Tullis, Liz OCL Customers Bank Executive oCL

Appendix B: Rate Structure Comparison of Existing and RAC Recommended

Rates
Existing and Recommended Residential Rate Structure
WATER DELIVERY WATER SUPPLY
Existing | Recommended Description Rationale | Seasonality | Existing Recommended Rationale
Cut-Off Cut-Oif
Block 7,481 5,985 Non-discretionary Median Expand N/A 5,985 (Tieto | Tiered rates to
i indoor use usage in seasonal (uniform Water Delivery | reflect same
lowest period by rate) block-cut-off’s
month two months as those for the
(May until recommended
October) Water Delivery
Block 12,717 12,717 Non-discretionary Outdoor Expand N/A Rates
2 indoor and outdoor usage seasonal (uniform
use typically period by rate)
7,000 to two months
8,000 {May until
gallons per | October)
month
Block 17,205 17,205 Discretionary Difference | Expand N/A
3 between 2 | seasonal (uniform
and 4® period by rate)
blocks (still | two months
within 95% | (May until
of October)
customers)
Block | >17,205 > 17,205 Disproportionate Top 5% of | Expand N/A
4 water use customers seasonal (uniform
period by rate)
two months
(May until
October)
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Comprehensive Cost of Service and Rate Design Study

Existing and Proposed General Class Rate Structure

WATER DELIVERY WATER SUPPLY
Existing Recommended Description Existing Cut-Off Recommended Rationale
Block Cut- Block Cut-Offs
Offs
Base 90% of 100 % of Average N/A (uniform N/A (uniform rate Combined water
Average Annual Usage rate) equal to existing delivery and water
Annual Usage rate) supply rate should
Block 1 100% of Base | 100% of Base Non-discretionary N/A (uniform N/A (uniform rate not be less than
indoor usage rate) equal to existing existing rates
rate)
Block 2 125% of Base | 125% of Base Non-discretionary N/A (uniform N/A (uniform rate
indoor and outdoor rate) equal to existing
usage rate)
Block 3 150% of Base | 175% of Base Discretionary N/A (uniform N/A (uniform rate
rate) equal to existing
rate)
Block 4 200% of Base | >175% of Base Disproportionate water | N/A (uniform N/A (uniform rate
use rate) equal to existing
rate)
Block 5 > 200% of N/A (uniform
Base rate)
Existing and Proposed Irrigation Class Rate Structure
WATER DELIVERY WATER SUPPLY
Existing Recommended Rationale Seasonality Existing Block Recommended Rationale
Block Cut- Block Cut-Offs Cut-Offs Block Cut-Offs
Offs
Block 1 12,717 0 Align with N/A  (uniform | O Align with
Residential rate rate) Residential
structure rate
Block 2 17,205 6,732 Difference Add seasonal N/A  (uniform | 6,732 structure
between rates which will | rate)
Residential Block | be applied from
1 and Block 2 May until
Cut-off, or non- October
discretionary
outdoor usage
Block 3 >17,205 11,220 Difference Add seasonal N/A  (uniform | 11,220
between Blocks 2 | rates which will | rate)
and 3 ,or be applied from
discretionary May until
outdoor usage October
Block 4 >11,220 All discretionary Add seasonal >11,220
usage rates which will
be applied from
May until
October
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Comprehensive Cost of Service and Rate Design Study

Water Delivery — Monthly Meter Charge

Insida—C%
Eiistl'ng Rate Structure ecommended Rate
Residential/ General/ Residential/ General/
Wholesale Irrigation Wholesale Irrigation
5/8” $6.77 $9.81 $6.76 $9.38
347 $8.59 $13.16 $9.47 $13.41
1" $12.49 $19.21 $14.90 $21.46
112" $22.25 $35.03 $28.47 $41.59
2" $33.95 $52.83 $44.75 $65.75
3 $61.27 $106.92 $82.74 $122.11
4’ $100.30 $176.40 $137.01 $202.63
8" $197.89 $350.03 $272.69 $403.93
8" $314.96 $543.20 $435.51 $645.49
107 $451.57 $755.89 $625.46 $927.31
127 $841.86 $1,191.85 $1,168.18 $1,732.51

{Outside-City rates are 1.3 times inside-City rates)

Water Delivery — Volumetric Rates

Existing Rate Structure RAC Recommended Rate Sfructure
Inside-City inside-City
Standard Seasonal | RESIDENTIAL Standard Seasonal
0-7481 $0.0908 $0.0908 0-5985 $0.0807 $0.0897
7,482- 12,717 $0.1308 $0.1423 5,086- 12,717 $0.1208 $0.1412
12,718 - 17,205 $0.2058 $0.2217 12,718 - 17,205 $0.1831 $0.1974
> 17,205 $0.3288 $0.4246 > 17,205 $0.3208 $0.4141
GENERAL Standard Seasonal GENERAL Standard Seasonal
Base $0.10886 Base $0.1088
> 100% - 125% $0.1267 >100% - 125% $0.1288
> 125% - 150% $0.1633 »126% - 176% $0.1821
> 150% - 200% $0.2138 > 175% $0.2666
> 200% $0.3160
IRRIGATION Standard Seasonal IRRIGATION Standard Seasonal
0-12,717 $0.1526 4] - -
12,718 - 17,205 $0.2290 >0-6,732 $0.1298 $0.1412
> 17,206 $0.3160 6,733~ 11,220 $0.1831 $0.1974
> 11,220 $0.3208 $0.4141
WHOLESALE Standard Seasonal WHOLESALE Standard Seasonal
Base $0.0788 Base $0.0753
> 100% - 125% $0.0983 > 100% - 125% $0.1132
> 125% - 150% $0.1353 >125% - 175% $0.1634
> 150% - 200% $0.1804 > 176% $0.2311
> 200% $0.2365

(Outside-City rates are 1.3 times inside-City rates)
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Comprehensive Cost of Service and Rate Design Study

Water Supply
Existing Rate Structure RAC Recommended Rate Structure
S Inside-City Inside-City
RESIDENTIAL nda RESIDENTIAL Standard
0-7,481 $0.1529 0-5985 $0.0994
7,482 -12,717 $0.1529 5,986 - 12,717 $0.1438
12,718 - 17,205 $0.1529 12,718 - 17,205 $0.2028
> 17,205 $0.1529 > 17,205 $0.3550
GENERAL Standard GENERAL Standard
Base $0.1529 Base $0.1529
> 100% - 125% $0.1529 > 100% - 1256% $0.1529
> 125% - 150% $0.1529 > 125% - 175% $0.1529
> 150% - 200% $0.1529 > 175% $0.1529
> 200% $0.152¢9

IRRIGATION Standard IRRIGATION Standard

0-12,717 $0.1529 0 -
12,718 -17,208 $0.1529 >0-6,732 $0.1438
> 17,208 $0.1529 8,733 - 11,220 $0.2028
> 11,220 $0.3550
WHOLESALE Standard WHOLESALE Standard
Base $0.1529 Base $0.1528
> 100% - 125% $0.1528 > 100% - 125% $0.1529
> 125% - 150% $0.1529 > 125% - 175% $0.1529
> 150% - 200% $0.1529 >175% $0.152¢9

> 200% $0.1529

(Outside-City rates are equal to the inside~City rates)
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COMBINED Water Delivery and Water Supply — Volumetric Rates

Existing Rate Structure RAC Recommended Rate Structure
s T Inside-City : e Inside-City
RESIDENTIAL Standard Seasonal RESIDENTIAL Standard Seasonal
0-7,481 $0.2435 $0.2435 0-5,985 $0.1891 $0.1891
7.482- 12,717 $0.2838 $0.2952 5,986 - 12,717 $0.2736 $0.2850
12,718 - 17,205 $0.3587 $0.3746 12,718- 17,205 $0.3859 $0.4002
> 17,205 $0.4817 $0.5775 > 17,205 $0.6756 $0.7691
GENERAL Standard Seasonal GENERAL Standard Seasonal
Base $0.2615 Base $0.2615
> 100% - 125% $0.2786 >100% - 125% $0.2827
> 125% - 150% $0.3162 >125% - 175% $0.3350
> 150% - 200% $0.3667 > 175% $0.4195
> 200% $0.4689
IRRIGATION Standard Seasonal IRRIGATION ndard Seasonal
0-12,717 $0.3055 0 - -
12,718 - 17,205 $0.3819 >0-6,732 $0.2736 $0.2850
> 17,205 $0.4689 6,733- 11,220 $0.3859 $0.4002
> 11,220 $0.6756 $0.7691
WHOLESALE Standard Seasonal WHOLESALE Standard Seasonal
Base $0.2317 Base $0.2282
> 100% - 125% $0.2512 >100% - 125% $0.2661
> 125% - 150% $0.2882 >125% - 175% $0.3163
> 150% - 200% $0.3333 > 175% $0.3840
> 200% $0.3894

Wastewater (same as existing rate structure and rates)

Inside-City
Minimum Volumetric
Charge Charge
Residential $7.76 $0.2057
General $7.76 $0.2057
Wholesale - $0.1854
Includes 1,496 gal per 100 gal

(Outside-City rates are 1.2 times the inside-City rates)
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Comprehensive Cost of Service and Rate Design Study

Recycled Water (same as existin

Meter Size Charge Edwards Exchange Customers

5/8" $8.74 Rate Category Standard Seasonal

3/4" $11.37 Transferred Amount $0.0230 $0.0230
1" $14.81 All Excess $0.0863 $0.0917

11/2™ $23.55

2 $34.44
3 $91.60 Non-Edwards Exchange Customers
4 $136.14 Rate Tier Standard Seasonal
g $259.71 Tier 1 - First 748,000 gal $0.0924 $0.0092
8 $391.47 Tier 2 - Above 748,000 gal $0.0943 $0.1002
10° $536.79
1z $662.31

Fire Protection

Existing Rate RAC Recommended
Meter Size Structure JRate Structure Inside
Inside-City City
1" $250.00 $77.50
112" $250.00 $77.50
2" $250.00 $77.50
4" $250.00 $77.50
6" $345.00 $225.20
8" $420.00 $479.80
10" $485.00 $862.80
12" $580.00 $1,393.60
14" $580.00 $2,090.30

(Outside-City rates are 1.3 times the inside-City rates)
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Appendix C: Glossary of Terms

Administration/General — Operations that involve areas that serve all areas of the
organization such as human resources, legal departments, etc.

American Water Works Association (AWWA) - AWWA is the authoritative resource
on safe water, with more than 60,000 members worldwide sharing knowledge on water resource
development, water and wastewater treatment technology, water storage and distribution, and
utility management and operations.

Base costs — Costs associated with operating the system during average conditions.

Billing/Customer Service — Operations that involve billing customers for services received,
collecting and processing payments from customers, and responding to customer issues/requests.

Block (tiers) — Water usage that has been classified based on customer characteristics and is
assessed a specific rate per unit to encourage or discourage water usage patterns.

Conservation - The practice of encouraging customers to use water efficiently. Conservation
includes pricing tactics, incentives such as rebates on water efficient fixtures, as well as
educational materials that promote the efficient use of water.

Cost of service — The industry approved methodology of allocating water and wastewater
costs as explained in the American Water Works Association M-1 Manual and the Water
Environment Federation Manual of Practice #27, respectively.

Cut-offs — The maximum water usage allowed within each block, with the exception of the
final cut-off which represents the minimum water usage within that block.

Distribution — Smaller water mains that transport treated water from transmission mains to the
customer.

Edwards Aquifer — The Edwards Aquifer is carbonate limestone, and its catchment area,
about 4,400 square miles, contains the drainage basins of the streams that recharge the Edwards
aquifer.

General class customers — Includes commercial and industrial businesses and multi-family
apartments and condominiums.

Irrigation — Water used to irrigate lawns and is typically not returned to the wastewater
system.

Lift Stations - Infrastructure that assists in transporting wastewater from customers’ homes
and businesses to SAWS wastewater treatment plants.

Max day costs — Costs to operate the system during the day with the highest consumption
during a one-year period.
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Max hour costs — Costs to operate the system during the peak hour of the day with the
highest consumption during a one-year period.

Meter — A devise used to measure the volume of water used within a specific period of time.

Non-discretionary water usage — For the purpose of this Rate Study, non-discretionary
water usage refers to a reasonable and responsible amount of outdoor irrigation per property.
However, in the event of a severe water shortage, non-discretionary water usage would represent
water needed for health and human safety.

Private fire protection — Customers who have standby water pressure provided by SAWS
to support private fire service systems.

Recycled water — Recycled water is wastewater that is treated highly through a tertiary
treatment process to be released to the environment and used in the recycled water system.
SAWS recycled water system is comprised of three water recycling centers.

Revenue requirements — The total annual cash needs of the utility including operating
costs, capital costs, reserve fund requirements and debt service coverage requirements.

Service Availability Fee (Monthly Meter Charge) — A monthly charge that is
assessed by meter size and does not depend on water use.

Source of supply — Water supply sources can include groundwater (aquifers), surface water
(lakes), or water rights (purchased water).

Storage - Infrastructure such as tanks that store water within the distribution and transmission
system.

Transmission — The transportation of water from the treatment facility through major trunk
mains/lines to locations within the distribution system.

Wastewater — The wastewater system includes the collection lines that transport wastewater
to three treatment facilities that have the capability to treat over 200 million gallons of
wastewater a day.

Water Environment Federation (WEF) — Formed in 1928, the Water Environment
Federation is a not-for-profit technical and educational organization with 35,000 individual
members and 75 affiliated member associations representing water quality professionals around
the world.

Water delivery — The water delivery system entails the treatment of the water pumped from
the Edwards Aquifer and received from other smaller sources, and the distribution system
involved in sending treated water to approximately 350,000 customers.

Water supply — The water supply system is comprised of wells that tap into the Edwards
Aquifer, as well as other water sources.
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CITY OF SAN ANTONIO
INTERDEPARTMENTAL CORRESPONDENCE
FINANCE DEPARTMENT

TO: Sheryl Sculley, City Manager

FROM: Ben Gorzell Jr., Chief Financial Officer

COPIES: Mayor and City Council; Michael Bernard, City Attorney
SUBJECT: Report on Proposed Adjustments to SAWS Rates and Rate Structure
DATE: June 16, 2010

BACKGROUND:

The San Antonio Water System (SAWS) has proposed adjustments to all water delivery, water
supply fee, wastewater, and recycled water rates and has proposed adjustments to the residential,
general, wholesale, and irrigation water delivery and water supply fee rate structures. The
proposed rate adjustments are equivalent to an overall 6.5% system increase. The proposed rate
increases are scheduled to become effective November 1, 2010. On June 8, 2010, the SAWS
Board of Trustees approved the proposed rates, the rate structure adjustments and formally
forwarded the rate request to City Council for consideration.

REVIEW PROCESS:

The Public Utilities Staff (“Staff”) of the Finance Department conducted a comprehensive
review of the proposed rate adjustments and proposed rate structure changes. Staff was involved
in the process as SAWS was developing its revenue requirements and rate models. The review
included areas such as the Economic/Rate Model; Key Financial Targets; Revenue
Requirements; Proposed Capital Plan; Operations and Maintenance Budget; Financing Plan;
Affordability Programs; and Credit Considerations. The following sections offer a more detailed
description of the areas included in the analysis.

Revenue Requirements — Capital Plan

Capital requirements are a significant driver in the development of rates as funding is derived
from the issuance of additional debt and equity contributions, both of which impact cash flows
on an annual basis. Staff’s review of the capital plan focused on the first 5 years (FY 2011
through FY 2015). Individual meetings with SAWS department heads and staff of each of the
core business areas were conducted in order to obtain a greater understanding of the proposed
capital plan, its development, as well as the prioritization of proposed projects.

SAWS five year $1.5 billion capital plan includes $514 million for water resource development
(includes recycled), $600 million for replacing aging infrastructure and $376 million to develop
additional capacity (distribution and collection). Table I below summarizes the five year plan.
The proposed rates will provide sufficient funding for the 2011 capital plan which consists of
$254.9 million of capital improvement projects comprised of the following:



Economic/Rate Model

SAWS uses a comprehensive Cash Flow Model (“Model”) to develop financial forecasts of
revenues, operations and maintenance expense, capital expenditures, capital financing including
cash and debt financing, and rate requirements. The Model incorporates 20-year financial
forecasts and requirements by each core business unit — Water Delivery, Wastewater, Water
Supply, and Chilled Water and Steam. In order to perform detailed analysis of the Model, Staff
requested that SAWS provide Alternate Rate Cash Flow Scenarios (“Scenarios™) that could be
examined in comparison to the Model scenario proposed by SAWS.

The structure of the Model, and calculation of the flow of funds and rate adjustment
requirements in the Model, is based on the enabling ordinance of SAWS. In addition to structure
under the ordinance, SAWS leadership team has developed key financial targets and policies that
are designed to assist SAWS in maintaining a strong financial position, attaining its long-term
financial goals, meeting the capital and maintenance requirements of four core business units,
and maintaining a strong credit rating. Credit ratings are an important factor due to the level of
projected capital funding required and the impact on the overall cost of borrowing.

The financial targets include such items as: Debt Service, Debt Service Coverage, Days Cash on
Hand, Debt per customer, etc. Attachment A includes graphs for selected key financial
measures. Financial targets were evaluated in terms of SAWS’s cash flow and system
requirements. In reviewing the sufficiency of SAWS’s key financial targets, Staff reviewed
several documents/items including the most recent rating agency reports for SAWS senior lien
and junior lien debt, respectively, and the “2010 Water and Sewer Medians”, a report by Fitch
Ratings from April 2010. This report compares the recent financial performance of Water and
Sewer Ultilities among various categories utilizing different financial ratios.

The analysis indicates that the current rate request will begin to improve key SAWS financial
measures to more favorable levels during the next several years. With the large capital program
SAWS has planned over the next several years, strong financial measures will be essential to
ensure the lowest possible financing costs along with adequate debt capacity. The proposed rate
model also plans for all obligations in the flow of funds (outlined in SAWS bond ordinances) to
be met as required.

Rate Structure Review

In 2003, SAWS engaged Raftelis Financial Consultants, Inc. (RFC), to assist in conducting a
Comprehensive Cost of Service (COS) and Rate Design Study (rate study). The purpose of the
COS and rate study was to provide SAWS with information concerning the rate structure for
Water Delivery, Water Supply, Recycled Water and Wastewater. The results of the 2003 study
were an adjustment to the individual rates and a confirmation of the existing rate structures.

Since 2003, SAWS, with the approval of the City Council, has implemented adjustments to the
rates but has not changed the rate structure resulting from the 2003 study. In accordance with its
policy to perform rate studies once every five years, the SAWS Board of Trustees authorized a
new COS and rate study to be initiated in 2008 and concluded in 2009.

In 2008, SAWS engaged RFC to work with SAWS staff to conduct a COS and rate study. The
study would assist staff in determining the effectiveness of existing rate structures and
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Rate Plan and Customer Bill Impact

The proposed rate adjustments will have a combined effect of an overall 6.5% increase for Water
Delivery, Wastewater, and Water Supply Fee rates. Under current rates, the average residential
customer using 7,788 gallons would pay $44.92 per month. With the results of the rate structure
change, that same customer would save $2.85 paying $42.07 per month. After applying the rate
adjustments equating to 6.5% on the total bill, the same customer would pay $44.71 per month,
saving $0.21 from the current bill. Specific percentage increases include the following: 2.2% for
Water Delivery; 2.9% for Water Supply; and 11.9% for Wastewater. The increases are requested
to become effective November 1, 2010. Please see the proposed residential bill impact and
associated multi-year rate plan in Attachment B.

Affordability Program Update

The combined rate structure and rate adjustment would equate to an estimated $.21 per month
decrease to the typical residential customer bill of $44.92. In addition, SAWS is proposing to
increase the funding for the Affordability Discount Program (ADP). The ADP is a discount
taken off each monthly bill and it is available for those customers who have income at or below
125% of Federal Poverty guidelines and meet one of the following criteria: are elderly; are
disabled; or have children under the age of 18 years.

Qualifying water and sewer customers would recognize a discount ranging from $3.50 to $9.30
based on a sliding scale. Also, qualifying customers who have only water or only sewer service
with SAWS could recognize a discount ranging from $3.50 to $5.55 based on a sliding scale.
The program currently has approximately 20,000 customers who receive the ADP. SAWS and
the City will continue to work together to increase awareness and participation in the program.
Funding for this program is being increased by 6.33% to $1.5 million. Please see Table 4 below
for a summary of the ADP.

able 4 — Affordability Discount Program

Size of

Federat Income at or | Income ator | Income & or | Income & or
Family Poverty below 50% | below 75% | below 100% | below 125%
Unit Level * Poverty * Poverty * Poverty * Poverty *
Water and Sewer |  $8.80 $6.10 $4.00 $3.30
Wateronly  $5.25 $4.00 $3.40 $3.30
Sewer only $5.25 $4.00 $3.40 $3.30

Size of Federal Income at or | Income ator | Income at or | Income # or
Family Poverty below 50% | below 75% | below 100% | below 125%
Unit Level * Poverty * Poverty * Poverty * Poverty *
Water and Sewer $9.30 $6.45 $4.23 $3.49
Water only|  $5.55 $4.23 $3.59 $3.49
Sewer only $5.55 $4.23 $3.59 $3.49

This discount is in addition to the following programs which provide assistance to qualifying
customers who need help paying their SAWS bill: Project Agua — Payment Assistance, Senior
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Economic/Rate Model Measures
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Attachment B

Rate Plan & Rate Class Impact
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Attachment C

Proposed 2011-2015 Capital Improvement Projects

Water Supply: 34%

Water Supply: Recycle,
20,507,540 , 1%

Heating & Cooling, 2,365,000
, 0%

Water Delivery: 16% ‘

Water Delivery: Corporate,
3,931,080, 0%

Water Delivery: Distribution,
31,647,956 , 2%

stey Treatment. ol
151,600,795 , 10% * Wastewater: 50%
Wastewater: Corporate, il
3,696,820, 0%
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Revenue
Requirements -

Opening Comments

May 17, 2010

City Council Public Hearing

Robert R. Puente
Chief Executive Officer

Doug Evanson
Chief Financial Officer




Sustainable Affordable Water Services

Prepared for the Future

« Nation's largest direct Recycling
Program

* Over 22 billion gallons of water
stored underground

* Over 28,000 acres of land
preserved for aquifer protection

Nation's best Conservation Program

May 17, 2010

o San
T Antonio

Opening Comments oL S



Water Supply

Sound Policy and Management

25% of annual use is irrigation
e Continued water conservation is essential

50-yr Water Management Plan

* Acquire Supplies and Manage Demand
« Sustainable and Affordable

Water Supply Fee
« City Council foresight in 2001

May 17, 2010

- San
. lntenio

Opening Comments L ater



Water Supply Fee
Successful Investment since 2001
Available Supplies (ac-ft)

Water Supply 2001 2009
Edwards Aquifer 188,555 251,412
Canyon Lake 0 9,300
Trinity Aquifer 0 3,500
Local Carrizo Aquifer 0 6,400
Aquifer Storage & Recovery 0 73,000
Total Potable Supply 188,555 343,612
Direct Recycled 0 35,000
Total Available Supply 188,555 378,612 l

Pending Supply
Regional Carrizo Aquifer

Brackish Desalination
Total Pending Supply

May 17. 2010

Opening Comments o

o San
. -._ Antonio
— Watep
System



Water Supply Fee
Ordinance 92753 - Adopted Oct. 19, 2000

Created new funding mechanism to pay for “Water
Supply Development Costs,” including:

« Land acquisition & construction, including debt service and O&M of:
— Water supply development projects
— Water recycling facilities
— Integration infrastructure
— Aquifer recharge enhancement and optimization projects

» Other costs authorized to be funded by the fee:
— Feasibility studies and reports
— Water quality protection and treatment
— Legal fees & other costs related to development of water supplies

— Administrative costs, including overhead and portion of System’s
administrative costs

~ May 17, 2010

o San
.. Antonio

Opening Comments Lo $5en



Water Supply - Sources and Uses of Funds
2001 - 2009 ($ in Millions)

Water Supply Fee S 553.76
Operating Transfer from Water Delivery 113.05
Non-Operating Income & Other 41.98
Recycle Water Revenues 28.70
Water Supply Impact Fees 51.63
Bond Proceeds 506.88
Water Supply O&M (333.34)
Debt Service Expense (191.37)
Capital Funding (575.05)
Net Funds Provided S 196.25
Restrictions on Cash 56.86
Designations on Cash 120.63
Unrestricted/Undesignhated Funds S 18.76

May 17. 2010

. San
. Antonio

Opening Comments I Y




Water Supply - O&M Expenditures
2001 - 2009 ($ in Millions)

Operating and Maintenance Costs

Western Canyon Project - GBRA S 33.73
LCRA - Study Period and Other 41.02
Edwards - Lease Expense & Other 29.55
Recycled Water Operations 18.83
Trinity - Lease Payments & Production Costs 13.00
Regional Carrizo, Brackish Desalination & System Integration 14.06
Aquifer Storage & Recovery Project 10.67
Aquifer Protection & Compliance 21.94
Terminated Water Supply Projects 10.67
Conservation Program - netloss 5.59
Other Water Resources Cost 6.09
Legal - Water Law 6.01
Communication & Outreach 7.16
Facilities Maintenance 10.88
Billing & Collections 19.01
Finance & Information Systems 23.17
Human Resources, Safety, Other Benefits' 15.54
Other Support Services? 27.21
Transfers to City of San Antonio 19.21

Total Operating & Maintenance $333.34

Y Includes workers compensation and dependent and retiree health insurance.
2 Includes executive ma nagement, Board of Trustees, Internal Audit, Corporate Facilities, Legal (corporate) and other misc.

May 17. 2010

L San
= Antonio

Opening Comments L tater




Water Supply - Capital Spending
2001 - 2009 ($ in Millions)

FUNDING SOURCE

Pay-as-you-go Debt Total
Non-Edwards Water Supplies

Western Canyon Project - GBRA S 331 S 10.87 S 14.18
LCRA - Study Period and Other - 2.54 2.54
Trinity Aquifer 12.49 - 12.49
Local Carrizo 0.54 10.58 11.12
Brackish Desalination 2.79 12.05 14.84
Regional Carrizo 0.17 23.23 23.40
Aquifer Storage & Recovery Project (ASR) 241 244.05 246.46
Recycled Water System - 65.76 65.76
Total Non-Edwards 21.71 369.08 390.79

Other Projects Funded With Water Supply Fee
Edwards Aquifer Water Rights 61.21 99.51 160.72
Land & Buildings 18.24 5.30 23.54
79.45 104.81 184.26
Total Spending S 101.16 S 473.89 S 575.05

May 17. 2010

~ San
.. Antonio

Opening Comments ol tater
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Water Supply - Cash Restrictions/Designations
2001 - 2009 ($ in Millions)

Restrictions on Cash:

(

Operating Reserve S 11.83
Reserve Fund 11.98
Construction - Impact Fees® 33.05
56.86

Designations on Cash:
Future Reserve Fund deposits & Other 7.38
2010 & Prior CIP program (cash funded) 55.29
2010 & Prior CIP program (bond funded)? 31.30
2011 CiIP Program (cash funded) 26.66
120.63
Unrestricted/Undesignated Funds 18.76
Total Funds Available S 196.25

. Respresents unspent impact fees. These have all been committed to fund CIP projects
in the 2010 & Prior CIP program or will be used to help fund the 2011 CIP Program.

2 Represents bond proceeds currently on hand. These proceeds have all been committed
to be used on existing projects.

May 17. 2010

Opening Comments




Opening Comments

May 4, 2010
City Council Public Hearing

Robert R. Puente

Chief Executive Officer

Doug Evanson
Chief Financial Officer



Water Supply - O&M Expenditures
2001 - 2009 ($ in Millions)

Operating and Maintenance Costs

Waestern Canyon Project - GBRA S 33.73
LCRA - Study Period and Other 41.02
Edwards - Lease Expense & Other 29.55
Recycled Water Operations 18.83
Trinity - Lease Payments & Production Costs 13.00
Regional Carrizo, Brackish Desalination & Integration 6.78
Brackish Desalination 1.33
Aquifer Storage & Recovery Project 10.67
Terminated Water Supply Projects 10.67
Water Supply Integration 5.95
Aquifer Protection & Compliance 21.94
Conservation Program - net loss 5.59
Communication & Outreach 7.16
Facilities Maintenance 10.88
Legal - Water Law 6.01
Billing & Collections 19.01
Other Water Resources Cost 6.09
Finance & Information Systems 23.17
Corporate Facilities 6.53
Human Resources, Safety, Other Benefits® 15.54
Other Support Services? 20.68
Transfers to City of San Antonio 19.21

Total Operating & Maintenance $S 333.34

! {ncludes workers compensation and dependent and retiree health insurance.

2 Includes executive management, Board of Trustees, Iinternal Audit, Legal (corporate) and other misc.

May 17. 2010
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Water Supply - Capital Spending
2001 - 2009 ($ in Millions)

FUNDING
Pay-as-you-go Debt Total
Non-Edwards Water Supplies

Western Canyon Project - GBRA S 3,31 S 10.87 S 14,18
LCRA - Study Period and Other - 2.54 2.54
Oliver Ranch/BSR 12.49 - 12.49
Local Carrizo 0.54 10.58 11.12
Brackish Desalination 2.79 12.05 14.84
Regional Carrizo 0.17 23.23 23.40
Aquifer Storage & Recovery Project (ASR) 2.41 244.05 246.46
Recycled Water System - 65.76 65.76
Total Non-Edwards 21.71 369.08 390.79

Other Projects Funded With Water Supply Fee
Edwards Aquifer Water Rights 61.21 99.51 160.72
Ltand & Buildings 18.24 5.30 23.54
79.45 104.81 184.26
Total Spending S 101.16 S 473.89 S 575.05
Spent prior to 2001* 69.27
Total Spending S 644.32

* Primarily related to Recycle system.

May 17, 2010
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Revenue Requirements

Rates and Charges

The governing ordinances expressly stipulate that
SAWS will maintain rates to produce Gross
Revenues in each Fiscal Year sufficient to:

1) Pay maintenance and operating expenses, plus an
additional two-months of budgeted operating expenses

2) Cover 1.25 X all Senior Lien Debt Service due that year
3) Pay all Junior Lien Debt Service due that year

4) Pay all Inferior Lien Debt Service due that year

5) Fund the transfer to the City’s General Fund

6) And to pay any other Debt of the System

May 17. 2010

Revenue Requirements




Application of Revenue

-
100% S

90%
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60% | 4 | 36.3% 36 7% §
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I2?
|

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
m Operating Expenses mDebt Requirements Renewal & Replacement = Transferto City

May 1 7 201 O "Projected amounts assume future rate support
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Sources & Uses 5 Year Forecast

2010 2011 2012 2013 2014 2015
$ in Millions Adopted Budget Forecast Forecast Forecast Forecast

Sources of Funds
Revenues*
Rate Adjustment, iIncremental
Nonoperating Revenues
Draw on Equity
Capital Recovery Fees

Uses of Funds
Operations and Maintenance
Debt Service & Expenses
Transfer to COSA
Available for R & R - Restricted
Available for R & R and Other

sIncludes rate adjustment from prior year

May 17. 2010
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2011 Proposed O&M Budget

Maintenance
Materials and
/_Expense
0,
Utilities %
9% Ground Water

District
4%

Canyon Lake Water
3%

Chemicals
3%
\ Edwards Aquifer
Leases
2%
Sewer - Line

Other Cleaning/

14% Bio-Solids
2%

\ Fleet
Conservation 29,

2%
May 17. 2010

Revenue Requirements

Salaries and Benefits
Utilities
Maintenance Materials
and Expense
Ground Water District
Canyon Lake Water
Chemicals
Edwards Aquifer Leases
Sewer - Line Cleaning/
Bio-Solids Disposal
Fleet
Conservation
Other

Total SAWS

(before Capitalization)

Capitalized Costs

Total SAWS
{after Capitalization)

$128.5
22.7

18.6
10.5
7.6
6.4
4.9

4.6
4.0
3.9
34.5

$246.1
(534.8)

$211.4

San

. Antonio
Watep
System



Capital Investment

Infrastructure will be primary rate driver

Texas Water Development Board

“Texas will need to invest over $25.1 billion on water and
wastewater infrastructure between 2010 and 2020 to
comply with requirements of the Clean Water Act, Safe
Drinking Water Act, and other state and federal regulations.”

- The 2007 State Water Plan, November 14, 2006

Fitch Ratings

“For several years, regulatory agencies, trade
organizations, and industry professionals have predicted
massive water and sewer capital needs necessary to
rehabilitate the U.S.’s aging infrastructure, address
heightened regulatory requirements, and meet the rapid
growth pressures in certain parts of the nation”.

- 2008 Median Ratios for Water and Sewer Revenue Bonds - Retail
Systems, January 15, 2008

May 17 2010
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Infrastructure Needs

Capital Investment Required

Repair & Replace Aging Infrastructure
« Sewer Mains — 5,108 Miles
 Water Mains — 5,038 Miles

Support San Antonio’s Future
» Expand Wastewater Collection System
* Increase Wastewater Treatment Capacity
« Continue to Increase and Diversify Water Supplies
« Expand Water Production & Distribution Network

May 17. 2010
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Main Replacement Costs
Estimated Useful Life is 50 Years

Current >40 yrs old >50 yrs old >60 yrs old
SyStem Miles Cost* Miles Cost* Miles Cost®
Waste $1.1 $633 $296
water | >108 1 1330 giion | 827 wion | 378 million
$514 $224 $60
Water | 5,038 |\ 1158  phiion | 521 miion | '2°  wmillion

May 17. 2010 ‘Estimate

San
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Wastewate
Collection

System
Expansion

Medina River
Sewer Outfall
Pipeline
&

Dos Rios
Wastewater
Plant
Expansion

Page 9

l:] Medio Creek WRC

Calaveras
Lake

Leon Creek WRC
Dos Rios WRC

Medina River
Sewer Outfall
service area

10




Wastewater Treatment Capacity
Total Effluent Volumes Projected to Grow

Treated Wastewater by Year, 1935 - 2030

200,000

150,000

acre
feet

100,000

50,000

1935
1940
1945
1950
1955
1960
1965
1970
1975
1980
1985
1990
1995
2000
2005
2010
2015
2020
2025
2030

May 17. 2010
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Diversification of Supply

- " Guadalupe

Tank _ Booster
{tation o City of Seguin Tank

‘Existing CRWA Pipeline
Tanks & Booster Station

New Pipeline, Pump Stat;o
Tank Proposal

Existing Canyon Regional}

0 2 4

Regional Carrizo Aquifer and Desalination Projects will

produce more than 23,000 ac-ft of non-Edwards supply SAWS Desal Membrane

Pilot Test Unit

May 17. 2010
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2011 Wastewater CIP

Corporate $3.7M
Collection Growth $421 M
Collection R&R $25.6 M
Governmental Sewér $16.1 M
Sewer Main Replacement $21.9 M
Treatment Growth $16.3 M
Treatment R&R $1.2M
I

May 17. 2010
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2011 Water Delivery CIP

Corporate $3.9M
Distribution Growth $6.0 M
Governmental Water $18.5 M
Water Main Replacement $76 M
Production Growth $10.9 M
Production R&R $1.8 M

TOTAL Water Delivery

May 17. 2010
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2011 Water Supply CIP

Regional Carrizo Aquifer $59.5 M
Desalination $13.2M
Integration Pipeline $46 M

Aquifer Storage & Recovery $.05 M

Recycled Water $1.6 M

TOTAL Water Supply $79 M

May 17. 2010
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Capital Improvements

5 Year Forecast

Program (CIP)

Page 15

$400
$300 $278.8 —
1)
5
= $200 - ,
= ‘
¥
$100 -
$0 -
2011 2012 2013 2014 2015
B Water Delivery $48.8 $46.5 $45.4 . $55.0 $48.8
mWastewater $126.9 $162.0 $137.8 $160.4 $152.0
‘| mWater Supply $79.0 $143.7 $115.1 $98.5 $77.9
i Heating and Cooling $0.3 $0.1 $1.8 $0.1 $0.1

May 17. 2010
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Capital Improvements

5 Year Forecast

Funding

2011 2012 2013 2014 2015
CIP Budget $ 2549 % 352.3| $ 30001 % 3141 % 2788
, 2011 2012 2013 2014 2015
Revenue/Renewal & Replacement 17.8% 7.4% 10.7% 19.0% 18.3%
Impact Fees 24.6% 9.1% 11.3% 10.9% 12.3%
Investment Income 0.1% 0.1% 0.1% 0.2% 0.3%
Bonds/TECP 57.6% 83.4% 77.8% 69.9% 69.0%
Total 100.0% 100.0% 100.0% 100.0% 100.0%
Cash Funding $ 108.0]% 585| % 66.5]|9% 945|% 86.3
Debt Funding $ 1469189 293.8| % 2335]% 2196|% 1925

May 17. 2010
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Challenge for 2011 - 2015

Increased Debt Service Funding Requirements

4.5% Interest 5.5% Interest
Average CIP (2011 - 2015) S 300,000,000 S 300,000,000
Cash Funding Percentage 35% 35%
Approximate Debt Issuance S 195,000,000 $ 195,000,000
Annual Debt Service S 11,908,778 S 13,345,807
1.5 Times Coverage Ratio 1.5 1.5
Annual Additional Revenue Requirement S 17,863,167 S 20,018,711
Approximate Rate Adjustment Required 5.95% 6.67%

May 17. 2010

San
Antonio
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Historical Financial Ratios
Target Bonded Debt Coverage Ratio > 1.5 X

Long Term Debt per Customer | $2,006 $1,995 $2,060 $2,098 $2,377

Cash Operating Margin 45.1% 47.7% 48.3% 49.1% 46.5%

Bonded Debt Coverage Ratio 2.23 X 2.28 X 172 X 1.84 X 1.41 X
Days Cash on Hand 261 Days | 355 Days | 376 Days | 349 Days | 283 Days

May 172010

, San
— _ Antonio
Watep
System
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Financial Ratios Projection
Target Bonded Debt Coverage Ratio > 1.5 X

12/31/2010  12/31/2011  12/31/2012  12/31/2013  12/31/2014  12/31/2015
Long Term Debt per Customer | $2,716 $2,814 $3,075 $3,243 $3,381 $3,475
Cash Operating Margin 43.0% 43.5% 46.2% 48.0% 49.8% 50.6%
Bonded Debt Coverage Ratio 1.24 X 1.27 X 1.29 X 1.31 X 1.36 X 137 X
Days Cash on Hand 297 Days | 229 Days | 215 Days | 203 Days | 201 Days | 212 Days

May 17. 2010
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Rating Agency Commentary on SAWS
January 2010

Fitch Ratings

— “Maintenance of strong debt service coverage commensurate
with the rating category is key to the rating.”

Moody’s Investors Service

— “Moody’s believes that debt service coverage needs to be
strengthened in 2010, from 2009, in order to be consistent with
the high quality ratings.”

Standard & Poor’s

— Ratings stability will depend on maintenance of adequate
liquidity and coverage levels as management attempts to keep
rates affordable, while addressing the system’s long-term capital
needs.”

May 17. 2010
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Proposed Rate Adjustment

Would generate $20 million of revenue

ltem crate R‘:‘;‘.-’g,ﬁ"g,,‘g;';:/'é’.‘”
Wastewater 11.9% $2.07
Water Supply 2.9% $0.25
Water Delivery 2.2% $0.32
I

Ma\/ 17. 2010 Average hased on 7,788 gallons water/ 6.178 gallons sewer usage. Excludes COSA Stormwater.

- San
_Antonio
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Residential Bill & Rate Projection

Including Rate Structure Proposal

Residential Bill (7.788 gallons water / 6,178 wastewater, ICL, Standard)

Actual

Budget Projected

Monthly Residential Bill 2010 2011 2012
Water Supply 11.91 8.79 970 [ 1067 | 1199 | 13.73
Water Delivery 1395 | 1479 | 1549 | 1592 | 1651 | 16.84
Wastewater 1739 | 1946 | 21.25| 2291 | 24.72| 26.03
Increase $0.00 | $ 264 | $ 340 (% 3.06|9$ 3.72 | $ 3.38
Increase % 0.0% 6.5% 7.9% 6.6% 7.5% 6.4%
EAA Fee 1.43 1.43 1.43 1.43 1.43 1.43
State-Imposed TCEQ Fee 0.24 0.24 0.24 0.24 0.24 0.24

Increase % with EAA/TCEQ Fees‘ 1.6% 6.3% 7.6% 6.4% 7.3% 6.2%

* Excludes COSA Stormwater

May 17. 2010
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Keeping Rates Low

Beating Expectation

Residential Bill (7,788 gallons water / 6,178 wastewater)

11.91

Water Supply Fee 26.46 | $
Water 16.88 |
Wastewater 24.95 |

Total $ 68.29 |4

EAATCEQ $ 1.21
$

Total With EAA 69.50 |

May 17. 2010
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Revenue Requirements
Summary of Drivers

Wastewater

 Sewer Main Replacements
* Medina River Sewer Outfall
* Environmental / Regulatory Requirements
* Increased Operating Costs

Water Supply & Delivery

 Water Main Replacements

» Regional Carrizo Project

« Brackish Desalination Project

* Increased Operating Costs

* Full Funding of Conservation Initiatives
May 17. 2010

San
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Average Residential Bill Comparison

Assuming Rate Structure Change and 6.5% increase
$80.00

$70.13 $71.52

$70.00

$60.00

$50.00

$40.00

$34.59

$30.00 -

$20.00 -

$10.00 -

$0.00 -

e ——

ElPaso Proposed Current Dallas FtWorth Houston Corpus  Austin
SAWS  SAWS ' Christi

May 17. 201 ] 7.788 Gallons Water / 6,178 Gallons Sewer per month, smallest meter. non-seasonal
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Commercial Bill Comparison
50,000 Gal. Water and Wastewater (2” Meter)

$700.00

$622.55

$600.00

$500.00 $458.03
$421.37

$400.00 $391.25
$331.14

$295.79 $300.15  $301.42

ElPaso Dallas Current Proposed FtWorth Houston Corpus  Austin
SAWS SAWS Christi

* SAWS, Dallas and E! Paso have base/excess water rates; charges assume avg. monthly consumption of 50,000 galions per month.
** Austin Peak Period Rates ~ July 1 through October 31.

f\/lay 17. 2010 SAWS Rates :Combined Water Beb Water Supphy & Wadtewater: Inell EAAN and TCHOQ 1O

San
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Monthly Residential Bills (Seasonal)

Assuming Rate Structure and 6.5% Increase

Meter  Water / Wastewater Rate 2011 Bill w/ Tl Bill

Percentile  Size (Gallons) Current Bill Structure  6.5% Increase Change
20th 5/8" 2,992 /2,373 $24.40 $22.76 $24.20 -0.8%
40th 5/8" 4,489 /4,102 $31.89 $29.44 $31.37 -1.6%
60th 5/8" 6,733/4,102 $37.76 $34.82 $36.87 -2.4%
80th 5/8" 9,725/7,844 $54.46 $51.59 | $54.77 0.6%
99th 1" 36,657 / 12,850 $213.42 $251.08 $260.11 21.9%

May 17. 2010
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Monthly Commercial Bills

Assuming Rate Structure and 6.5% Increase

Water/Wastewater Current 2011 Bill w/ Tt Bill

Percentile (Gallons) Bill Rate Structure 6.5% Increase Change

Commercial - General*

20th 5/8" 1,496 $22.03 $21.57 $22.80 3.5%
40th 5/8" 5,237 $40.26 $39.74 $42.13 4.6%
60th 5/8" 13,810 $82.04 $81.37 $86.45 5.4%
80th 1" 43,390 $235.58 $237.09 $251.70 6.8%
99th 4" 1,086,241 $5,474.79 $5,482.45 $5,827.48 6.4%

Commercial - Irrigation (Seasonal)**

20th 5/8" 6,733 $31.61 $29.81 $30.50 -3.5%
40th 3/4" 20,199 $86.91 $123.34 $126.32 45.3%
60th 1 44,138 $209.63 $319.91 $327.71 56.3%
80th 2" 98,749 $509.37 $794.27 $813.64 59.7%
99th 2" 665,809 $3,272.71 $5,259.92 $5,389.34 64.7%
*Water and Wastewater amounts are identical since no use is irrigation; **No Wastewater charges since all use is irrigation

May 17. 2010
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2011 Use per Bill Forecast

Gallons17,500
\ 2001:

\ Water Supply Fee
A Irrigation Rates
General Class rate structure
Recycle increases

17,000

16,500 -
16,000 -

15,500 -

15,000 4
14,500 -
14,000 -
13,500 -
13,000 A
12,500 -
12,000 1
11,500

1996 | 1997 | 1998 | 1998 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2008 | 2010 | 2011
=—p=Use Per Bill [16,593/15,798/16,214{16,671/15,708/15,187|14,489/13,868/13,204(14,295/14,512(12,092|14,133(13,442
—4—2010 Budget 12,875

+ 2011 Budget 12,547

May 17. 2010
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2010 Average Winter Consumption

2004-2009 AWC appears to level off

Gallons
8,750

8,500 -
8,250 2010 Sewer Forecast =

\ average of 2007 & 2009

8 .
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2011 Average Winter Consumption
Is 2010 the continuation of the pre-2004 trend?

Gallons
8,750

8,500 N 2011 Sewer Forecast =
8250 L average of 2009 & 2010
8,000 AWGC

7,750 1 | -
7.500 -+ ~ ~

7,250 - ~

7.000 - \ .~

6,750 W
6,500 - v < ~ A

-~ —

6,250 ™~ - - @ 2011 Forecast

6,000 - A"~ .

5.750 -

5.500
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2008 2010 2011
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Interest Earnings Rate
Current portfolio yield (3/10) = 0.32%

2011 forecast is 0.7% due to continued low inflation
6.0

5.0

% 4.0

3.0

2.0

1.0

0.0
Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 Jan-10
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2011 Capital Financing

Heating &
Water Delivery Wastewater Water Supply Cooling Total

Rewenue $ 4811252 13,533,544 | $ 26,672,285 | $ 259,333 45,276,414
Impact Fees 10,588,235 46,993,628 5,000,000 - 62,581,863
Investment Income 31,333 62,667 31,333 15,667 141,000
Bonds 33,360,820 46,447,296 47,272,339 - 127,080,455
TECP - 19,814,091 - - 19,814,091

$254.9M CIP funded: 42.4% cash / 57.6% debt
— $108.0M Revenue, Impact Fees, Investment Income
— $127.1M Bond Funding
— $ 19.8M Commercial Paper Funding

May 17. 2010

San
Antonio
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2011 Proposed O&M Budget

Salaries and Fringe Benefits $108.7 $115.3 $120.1

Contractual Services 89.1 89.4 93.2

Materials and Supplies 22.8 22.3 21.6]

Other Charges 14.0 10.4 11.2

Capitalized Cost -32.8 -33.7 -34.8
Operating Expense

$201.7 $203.7 S211.4

May 17. 2010

Antonio
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Capital Outlay Budget
Automobiles and Trucks $8.0 $9.1 $4.2 $7.8
Computer Equipment & Software 25 24 2.2 1.6
Machinery and Equipment 0.5 0.0 2.0 0.5
Miscellaneous Equipment 24 1.7 1.0 0.8
$13.5 $13.2 $9.4 $10.7

Total Capital Outlay

May 17. 2010
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Previous Projections
Beating Expectations

2010 Bill could have been $24 higher
2006 2007 2008 2009 2010

35 Budget
age Monthiy Bt

P
s T "y p e oy Mg g g
Pt | s 3 3 < B kb e d E
# A il b e K S5 % wt wd v wf LS
5 %) " o
e

Actual Average
Monthly Bill* $42.76 $42.66 $42.99 $44.20 $44.92

*Average based on 7,788 gallons water/ 6,178 gallons sewer usage. Excludes COSA Stormwater fee.

May 17 2010
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Statement of Revenues, Expenses and
Changes in Equity - Comparison to Prior Year

Year ended December 31, Variance
(All amounts in millions) 2009* 2008 Fav/(Unfav)
Revenues
Water Supply $ 115.2 $ 123.8 $ (8.6)
Water Delivery 106.4 112.8 6.4)
Wastewater 134.8 128.5 6.3
Chilled Water & Steam 12.7 12.8 V ©.1)
Total operating revenues 369.1 377.9 (8.8)
Non-operating revenue 4.5 14.4 (9.9)
Total revenues 373.6 392.2 (18.7)
Expenses
Operating and maintenance 218.1 208.8 (9.4)
Depreciation expense 86.5 83.5 (3.0)
Interest and debt related 67.8 63.7 4.1
Transfer to City of San Antonio 9.7 10.4 0.7
Other 4.2 (1.0 (5.2
Total expenses 386.3 365.3 21.1)
Income before capital contributions (12.7) 26.9 (39.6)
Capital Contributions 66.9 128.9 62.1)
Change in Equity 54.2 155.8 (101.7)
Equity Beginning 1,725.8 1,570.0 155.8
Equity Ending $ 1,780.0 $ 1,725.8 $ 54.2
*Unaudited

May 17. 2010
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Condensed Balance Sheet

(All amounts in millions) December 31,
2008* 2008 Change
Assets -
Cash & Inwestments - Unrestricted $ 171.0 $ 1984 $ (274)
Cash & investments - Restricted 405.7 280.5 125.2
Accounts Receivable & Other Current Assets 51.0 53.1 (2.1)
Noncumrent Assets 19.4 18.0 14
Capital Assets, Net 3,170.5 2,967.2 203.3
TOTAL ASSETS $ 3,817.6 $ 35172  § 3004
Liabilities
Curmrent Liabilities, payable from unrestricted funds $ 454 $ 570 § (118)
Current Liabilities, payable from restricted funds 733 735 (0.2
Noncument benefit related liabilities 40.1 226 17.5
Long Term Debt, Net 1,878.8 1,638.3 2405
Total Liabilities 2,037.6 1,7914 246.2
Equity
Invested in Capital Assets, Net of Related Debt 1,520.5 1,466.6 53.9
Restricted Equity 103.6 69.3 343
Unrestricted 15659 189.9 {34.0)
Total Equity 1,780.0 1,726.8 54.2
TOTAL LIABILITIES & EQUITY $ 3,817.6 $ 35172 § 3004
* Unaudited

May 17. 2010
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CIP 2011-2015

Wastewater 2011 2012 2013 2014 2015 Total
Corporate $3,696,820 $3,696,820
Collection Growth $42,107,064 $67,717,036 $66,529,169 $33,787,848 $1,359,125 $211,500,242
Collection R&R $25,551,550 $28,961,323 $21,620,417 $35,494,909 $83,220,855 $194,849,053
Govemmental Sewer $16,092,040 $18,103,545 $15,765,850 $16,309,500 $15,222,200 $81,493,135
Main Replacements - Sewer $21,854,730 $23,121,435 $21,694,136 $13,792,582 $15,531,189 $95,994,071
Treatment Growth $16,309,500 $12,759,139 $3,061,728 $42,902,792 $33,226,801 $108,259,960
Treatment R&R $1,239,622 $11,338,497 $9,168,875 $18,114,581 $3,479,360 $43,340,834
Total Wastewater $126,851,226 $162,000,975 $137,840,174 $160,402,211 $152,039,529 $739,134,115
Water Delivery 2011 2012 2013 2014 2015 Total
Corporate $3,931,080 $3,931,080
Distribution Growth $6,012,240 $7,800,332 $3,816,718 $10,550,066 $3,468,600 $31,647,956
Gowernmental Water $18,499,200 $15,435,270 $17,921,100 $18,499,200 $17,343,000 $87,697,770
Main Replacements - Water $7,630,920 $10,987,324 $8,684,334 $12,177,393 $17,387,916 $56,867,887
Production Growth $10,926,090 $5,278,282 $5,041,032 $753,824 $2,370,210 $24,369,438
Production R&R $1,792,110 $6,983,448 $9,897,072 $13,065,060 $8,197,458 $39,935,148
Total Water Delivery $48,791,640 $46,484,656 $45,360,256 $55,045,543 $48,767,184 $244,449,279
WATER RESOURCES 2011 2012 2013 2014 2015 Total
Edwards Acquisitions - $ 25,263,063 $& 25,263,063 25,263,063 $ 19,864,791 $ 95,653,978
Regional Carrizo 59,639,117 542,300 542,300 542,300 542,300 $ 61,708,317
Desalination 13,177,890 109,544,600 - 1,084,600 1,084,600 $ 124,891,690
Integration Pipeline 4,555,320 3,253,800 86,519,683 62,263,212 - $ 156,592,015
Twin Oaks ASR 54,230 - 542,300 - - $ 596,530
Recharge - - - - 54,230,000 $ 54,230,000
Recycle 1,649,400 5,113,140 2,199,200 9,346,600 2,199,200 $ 20,507,540
Total $ 78,975,987 $ 143,716,903 $ 115,066,545 98,499,776 $ 77,920,891 $ 514,180,071

May 17. 2010

Revenue Requirements
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Public Hearing - Rate Design
Robert R. Puente
President/Chief Executive Officer

Doug Evanson
Sr. Vice President/Chief Financial Officer

Introduction

June 10, 2010

Rate Design




Water Conservation
Texas Water Development Board

“Water is a finite resource that
requires careful and proactive
management: the era of plentiful
and inexpensive water is ending.”

“Since most conventional fresh-
water supplies in Texas are already
developed, water conservation is a
very critical element to meeting the
State’s long-term water needs.”

- June 10, 2010

Rate Design

Peak Water Dean

‘ .. Antonio

Water
System

30°% of all Potable Use is for Landscape lirrigation

60.0%
Residential use peaked by 6.4 Billion galions
<~
§ 50.0% | lrrigation use peaked by 1.8 Billion galions
£
™~
8 40.0% |
o
E
2
S 30.0%
o 23.9%
[/
2 20.0%
]
5.3
§ 100% 5.9%
o I
General/ Residential
Commercial

_June 10. 2010

Rate Design

49.8%

Irrigation

System



Meeting Peak Demand

Expensive Water Supplies Needed

» Residential and Business use peaks
by 8.2 Billion gallons for lawn and
landscape irrigation, or 25,000 ac-ft/yr

« By comparison, the Carrizo Aquifer
and Brackish Desalination projects
will supply more than 23,000 ac-ft/yr
at a cost of $316 Million

« Water Supply capital costs over the
next 5 years will exceed $514 Million

June 10. 2010
et P A- A . e A §g¥oniu
Rate Design ' Water

System

Water Supply

How is it paid for?

» Paid by all customers from funds
generated by the Water Supply Fee

 All customers pay a flat Water Supply
Fee of $0.15 per 100 gallons,
regardless of the amount used

~ June 10. 2010

San
Antonie

Rate Design ‘ Water
System



Proposed Rate Structure

4 Water Conservation Tool

« Sends a price signal so customers
become more conscious of their lawn
and landscape water use

« Rewards thos_e who conserve water with
lower water bills

* Not fair to ask all customers to pay more
for the lawn watering demands of a few

» More fair to ask those who demand large
amounts of water for irrigation purposes
to pay for a higher cost of service

- June 10. 2010
Rate Design

Proposed Rate Structure

HRecovering our Costs

* More accurately reflects
the cost of service

— Charging more for water that
costs more

— Tiered Water Supply Fee

— All Water Delivery blocks are
less expensive

_ June 10, 2010
Rate Design

- System



Proposed Rate Structure
Tiered Water Supply Fee

26,184

2443

18,703

14,962

1,22

Gallons

7481

3,4

Current Proposed
Rate/100 Gallons
_June 10. 2010

Rate Design

Proposed Rate Structure
ALL Water Delivery Rates Decrease

26,184 $

22443

18,703

14,962

11,222

Gallons

TA81

3741

Current Proposed
Rate/100 Gallons

_June 10, 2010 I _Stndard 1C1

Rate Design



Proposed Rate Structure

Customer Impacts

Residential Customers

Commercial Buiieess Customers

79.4%

20.6%

Residential Class
350,000 accounts

93% of bills will
Decrease

Tiered Water Supply Fee

General Class
16,490 Businesses with
no irrigation use

100% of bills will
stay flat or Decrease

Flat Water Supply Fee

Irrigation Class
5,720 Businesses
with irrigation use

80% of bills will

receive a price signal
{1,144 customers will not}

Tiered Water Supply Fee

June 10. 2010

Rate Design

Rates Advisory Committee

June 10. 2010

Rate Design




Rate Design Study

Rates Advisory Committee {RAC)

« Chairman, Keith Kindle

— Former Chair of the Greater Chamber Water Committee

* A special purpose citizen advisory group
* Assisted in the selection of a Rate Study Consultant

» Reviewed, discussed, and analyzed rate structure,
fee structure, and charges

San

Rate Design

Rate Structure Review Process
Guiding Principles

» Based on “Cost of Service”

 Revised with Community Input

= “Inclusive and Transparent”

» Supportive of the 2009 Water Management Plan,
including conservation and water supply goals

* Financially Responsible
* Revenue Neutral

June 10.2010

Rate Design




Peak Water Deman

30% of all Potable Use is for Landscape Irrigation

60.0%

50.0%

30.0%

20.0%

10.0%

Increase in Usage from 2007 to 2008

0.0%

40.0% -

Residential use peaked by 6.4 Billion gallons

Irrigation use peaked by 1.8 Billion gallons 49.8%

23.9%
5.9% I
General/ Residential Irrigation

Commercial

Junet0.2010

Rate Design

Bystem

Rate Design

_June 10,2010

Rate Design




Current

Page 17

Residential Water Rate Structue

Meter Charge + Tiered Water Dalivery” + Flat Water Supply Fee

26,104

22443 4

18,703 -

14,962

11,222 -

Galions

7,481 -

3,741

~June 10. 2010

677 2 I s1529

Fixed Charge Flat Fee
Regardless of
Gallons Used

Current Meter Current Water Current Water
Charge Delivery Supply Fee
Rate/100 Gallons

“ntandard 1O

Rate Design

Current Residential Rate Structure

Bilock 1 users charged more per 1,000 Gallons
than some Block 4 users

~June 10, 2010
Rate Design

20.06

5,000

$ $ 401
10,000 $ 3417 $ 3.42 91% of
15,000 $  50.99 ¢ 340 ) CustomerBils
20,000 $ 7328 § 366
25,000 $ 9829 $ 393
30000  $ 12511 $ 417
40,000 $ 17512 § 438
50,000 $ 22513 $ 450

Standard ICL - Flat Water Supply Fee - 58 Inch Meter, ' Inch at 30,000 Gaitons




Proposed Residential Rate Structure

ALL Water Delivery Rates Decrease

26,184

2443

18,703

14,962

Gallons

7AR

3

_ June 10. 2010

Rate Design

122

Proposed Residential Rate Structure

$

Current Proposed
Rate/100 Gallons

Standard 101,

San
. ... Antonio
Water
System

Tiered Water Supply Fee

%184

Gallons

_June 10. 2010

Rate Design

Current Proposed
Rate/100 Gallons




Proposed Residential Rate Structure
Tiered Water Supply Fee

« Water Supply Fee (WSF) has been a flat charge
per gallon since its inception in 2001

+ Initially, WSF was small portion of total water bill
+ More recently, WSF has exceeded Water Delivery
charge for Blocks 1-3

— Served to reduce the progressive nature of rate structure

» Proposal acknowledges the high cost of additional
water supplies being obtained to meet peak
demand levels

June 10. 2010

Rate Design

Proposed Residential Rate Structure
Low Water Use Becomes More Affordable

26,184
22443
18,703 ;
14,962

11,222

Gallons

7481 -

341

Current Proposed

Rate/100 Gallons

June 10, 2010 Combined Water Delivery & Tiered Water Supply - Standard 1CLH

Rate Design

System



Gallons

Proposed Residenial ate Structu

iLow Water Use Becomes Nore Affordable

26,184

22443

18,703

14,962

11,222

.40

3741 |

| June 10. 2010

Gallons

Rate Design

Proposed Residential ate Structu

939%, of Customer Bills will decrease

18,703

14,962

11,22

1401

341

_June 10, 2010

Rate Design

93% of Customer Bills

Rate/100 Gallons

Combined Water Delivers & Tiered Water Supply - Standard 1C1

93% of Customer Bills

Rate/100 Gallons

Combined Water Delivery & Tiered Water Supply - Standard 1C1



Proposed Residenial ate Structure

Customers hecome more conscious of their water use
26,164

2403

18703

14,962

1,22

Gallons

7481

3

93% of Customer Bills

Current Proposed

Rate/100 Gallons

June 10, 2010 Combined Water Delivery & Tiered Water Supply - Standard 101

Rate Design

Impact on Large Lot Owners
Mot All Large Lot Owners Are High Water Users

Significant Analysis Done on a Large Lot Neighborhood

GHY e

None or Reduction 57 42% 1.18 6,853

Less than $4.00 25 19% 1.33 10,448

Greater than $4.00 53 39% 1.21 23,699
Total Lots* 135

*Average lot size of 1.22 acres

 June 10,2010

Rate Design ' L e

i System




Proposed Residential Rate Structure

Block 1 users now chavgad Jess per 1,000 Gallons
than Block 4 users

3.47

17.33

5,000

$ $

10,000 $ 31.09 $ 3.11 91% of
15,000 $ 4826 $ 392 | CustomerBills
20,000 $  76.57 $ 3.83

25 000 $  111.27 $ 4.45

30,000 $ 14868 $ 4.96

40,000 $ 218.08 $ 5.45

50,000 $ 287.48 $ 5.75

Ju ne 10. 20 Standard ICL - Tiered Water Supply Fee - 58 Inch Meter, 24 Inch at 30,000 Gallons

Rate Design ' | “\ater

System

Texas Water Bill Comarion

3.000 Gallons Becomes More Affordable

szs.oo' S . N e
$21.52 $21.63

$19.70 $20.06 $zo.29

$20.00

$17 71
$16.56
$14.59

15.

S1500 | ¢1316

$10.00

$5.00 - -

s .|

Dallas ElPaso Austin  SAWS Fort SAWS Houston BexarMet Corpus
Proposed Worth Current Christi

| June 10, 2010

Rate Design |

System




Proposed Commercial Rate Structure
General and lrrigation Meters

Business General Use - water utilized in direct

support of business activities is general usage
» No seasonal rate would apply
» Water Supply Fee will continue to be a flat rate

Business Irrigation Use - water utilized to irrigate

a commercial premises is irrigation usage
» Seasonal rate and tiered Water Supply Fee will apply

~ June 10. 2010

Rate Design

System

"3':‘\‘ 2z

Proposed Commercial Rate Structur
Block 5 Eliminated, Water Supply Fee Still Flat

90-125% 100-125%
$ i Base 90% $ i Base 100%
Current Rate/100 Gallons Proposed
*The commercial rate structure 1s individualized, utilizing each customer's prior year annuai consumption to determine the base that serves as the basis for

the vanous block cut-offs

June 10, 2010 Combined Water Delivery & Flat Water Supply - Standard ICL

Rate Design

il SYSEM




General Clasleommecial Bills

Impact of Rate Structure Changes

Water

(Gallons)

1,496
5,237
13,810
43,390
1,086,241

Rate structure has almost no impact on
General Class commercial bills

Current Rate : Bill

Bill Structure . pecresey
$22.03 $21.57 $(0.46)
$40.26 $39.74 $(0.52)
$82.04 $81.37 $(0.67)
$235.58 $237.09 $1.51
$5,474.79 $5,482.45 $7.66

-2.1%
-1.3%
-0.8%
0.6%
0.1%

Commercial - General*

*Water and Wastewater amounts are identical since no use is irrigation

 June 10. 2010

Rate Design

Residential vs Business Irrigation

San

Top Residential Rate Block is 23% Higher than frrigation

37,405 -
33,665 -
29,924 -
26,184 -
22 443 -
18,703 -

14,962 1

Gallons

11,222 4

7481 -

3,741 4

0

Imigation  Rate/100 Gallons Residential

Business Irrigation is Not Currently Subject to Seasonal Rates

June 10.2010

Rate Design

Combined Water Delivery & Fiat Water Supply - Seasonal ICL for Residential

I " Watep
System



rana 4
Ay SO

Proposed Irrigation Rate Structure

Designed to mirror Residential Water

Non Discretionary

Block 1 Block 4

Residental [pwertiig > 17,205 Gals
*Rate Per 100 gal‘ $0.1891 1 : : L $0.6756
Non Discretionary
- . Block 1 Block 4
Irrigation 0 Gals >11,220 Gals
*Rate Per 100 gals IRE DR $0.6756

,,,‘,J,,,u,,”e, 1 0. 201 O N K Vater Supply - Blandaid iCL

Rate Design

Proposed Irrigation Rate Structure

Blocks Altered, Seasonail Rates Adopted, & WS Fee Tiered
37,408 -]
33,665 -
29,924 -
26,184 -
22443 -
18,703 1
14,962

11,222

Galions

7481 +

3,741 +

Block 1 has Zero Consumption
Current  Rater100 Gallons  Proposed

Combined Water Delivery & Tiered Water Supply - Standard ICL

June 10, 2010

Rate Design

- System




Monthly Irrigation Bills

Impact of Rate Structure Changes

At higher volumes, rate structure is designed to send a
price signal to discourage irrigation use.

' Current Rate | Bill
|

Water . |

Increase /

(Decrease) |

6,733 $31.61 $29.81 $(1.80) -5.7%
20,199 $86.91 $123.34 $36.43 41.9%
44,138 $209.63 $319.91 $110.28 52.6%
98,749 $509.37 $794.27 $284.90 55.9%
665,809 $3,272.71 $5,259.92 $1,987.21 60.7%

Irrigation (Seasonal)*

*No Wastewater charges since all use is irrigation

June 10. 2010
Rate Design : .leal?élr!ﬂ

System

Business Customer Statistics
Rate Study Data from 2007-2008

Total Commercial Customers 22,210
Effected by Irrigation Rate Structure Proposal 4,576
Businesses not impacted or better off 79.4%
Businesses that will receive a price signal 20.6%

_Junet0.2000

San
... Antonio

Rate Design - | Water

hay System



Proposed Rate trutures

Summary
v" All customers more closely aligned to cost of service

v High discretionary water use discouraged through a price
signal; Water conservation efforts rewarded

v Water Supply Fee tiered for Residential and Irrigation

v 100% of residential customers will be charged less for non-
discretionary use (first two blocks)

v 93% of residential monthly water bills will be reduced as a
result of rate structure changes

v 80% of businesses will not be impacted

v’ Designed to be revenue neutral and reduce annual
discretionary demand by 1.4 billion gallons (4,300 ac-ft)

~June 10. 2010

Rate Design

Customer Impacts

_June 10,2010

Rate Design
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Proposed Rate Structure

Custeomer lmpacts

Residential Customers

Commercial Bugieess Customers

79.4%

20.6%

Residential Class
350,000 accounts

93% of bills will
Decrease

Tiered Water Supply Fee

General Class
16,490 Businesses with
no irrigation use

100% of bills will
stay flat or Decrease

Flat Water Supply Fee

Irrigation Class
5,720 Businesses
with irrigation use

80% of bills will

receive a price signal
{1,144 customers will not)

Tiered Water Supply Fee

0. 2010

Rate Design

Average Residential Bill

San
... Antonio

Water

System

Assuming Rate Structure change and 6.5% increase

Current

$44.92

Rate
Structure

-6.3%

-$2.85

$42.07

6.5%

$2.64

Rate
Adjustment

$44.71

New
Bill

$0.21
Lower

Average based on 7,788 gallons water/ 6,178 gallons sewer usage. Excludes COSA Stormwater.

_June 10, 2010

Rate Design




Total Residential Bill

Assuming Rate Structure change and 6.5% increase

Water / Wastewater  Current Rate Structure Proposal Rate Proposal New Final Result
(gallons) Bill (Bill Impact) (6.5% Impact) Bill (Net Impact)

5,000/4,102 $33.23 -8.2% -$2.73 $30.50 6.6% $2.01 $32.44 -22%  -$0.72
TIOBISANS  $44.92 | 3% 9285 $42.07| 6.5% $2.74 $44.71| -0.2% -$0.21
10,000/ 7,844 $55.04 -5.6% -$3.08 $51.96 6.4% $3.33 $55.16 0.5% $0.25
12,500/ 7,844 $62.59 -5.3% -$3.32 $59.27 6.1% $3.59 $62.63 0.4% $0.27
15,000/ 9,467 $75.20 -3.6% -$2.73 $72.47 6.0% $4.32 $76.47 21% $1.59
20,000/ 10,000 $98.58 31% $3.29 $101.87 5.7% $6.15 $106.72 | 9.0% $9.44
25,000/ 10,000 $123.59 10.0% $12.98 $136.57 5.3% $7.52 $142.28 | 15.8% $20.50

| June 10. 2010

San
Antonio

Rate Design - L ater

System
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Texas Water/Wastewater Bill Comparison
Monthly Cost at 7,788 Gal. Waie: {Standard)/6,178 Gal. Wastewater

sao_oo ,,,,,,,, P - - PP U UFUSH CfUR O

$70.00 | - $69.55 »~$71.52«

$60.00 $55.51

$50.00 $49.25 $51.61 o
' $4471 $4492
$40.00 | g34.59
$30.00
$20.00 + - e . R e . R
$10.00
s ‘

ElPaso SAWS SAWS BexarMet Dallas Fort Corpus Houston Austin
Proposed Current * Worth  Christi ol

* Includes BexarMet water charges and proposed SAWS wastewater charges
** Houston wastewater charges based solely on water usage

_June 10,2010

Rate Design

System




Texas Water/Wastewater Bill Comparison
8onthly Cost at 25,000 Gal, Water {Seasonal) 10,000 Gal. Wastewater

96% of bills between July through August use

less than 25,000 gallons per month *
$200.00 $192.73

$17003 ¥177.86
$149.33 $151.18
$150.00 $132.37 $140.80
$101.43
$100.00
$50.00
$- ,

El Paso SAWS Fort Dallas SAWS BexarMet Corpus Houston Austin
Current  Worth Proposed hid Christi ok
* 2007 through 2009
** Includes BexarMet water charges and proposed SAWS wastewater charges

*** Houston charges assumes use of separate meter for 15,000 gallons of irrigation water. Without this separate meter, total monthly
charge would be $262.02

June 102010

- ’ T ’ San
Rate Design ' - ntomo

System

Texas Water/Wastewater Bill Comparison
Monthiy Cost at 35,000 Gal. Water {Seasonal)10.000 Gal. Wastewater

$400.00 @ o o e e

99% of bllls use Iess than 35 000 gallons per month
$350.00 - - .

8305 61

$300.00 | - « o

|

' $250.74
$200.00 $191.96 $193.45 $203.13

$1 66.53
$150.00 -
$100.00
$50.00
- WEWm W NN BEEm 2=

El Paso SAWS Fort Dallas SAWS Corpus BexarMet Houston Austin
* 2007 through 2009 Current  Worth Proposed Christi *

** Includes BexarMet water charges and proposed SAWS wastewater charges
*** Houston charges assumes use of separate meter for 15,000 gallons of irrigation water. Without this separate meter, total monthly
charge would be $379.02

| June 10. 2010

Rate Design




Texas Water/Wastewater Bill Comparison
General’ Comnm. Monthily Cost at 50,000 Gal. Water and Wastewater (27 Meter)

$700.00
$622.55

$600.00
$489.91
$500.00 $458.03 $461.71
$400.00 $391.25
$331.14
$295.79 $300.15 $301.42

$300.00

$200.00

$100.00

s - . . - .- .

El Paso* Dallas* SAWS SAWS Fort  Corpus Houston BexarMet Austin **
Current * Proposed Worth  Christi >

*SAWS, Dallas and El Paso have base/excess water rates; charges assume avg. monthly consumption of 50,000 gallons per month.
=** BexarMet includes $369.53 for water from BexarMet and $120.38 for SAWS provision of sewer service under proposed rates.
*** Austin Peak Period Rates — July 1 through October 31.

June 10 2018 v s Rates :Combined Water Del. Water Supph & Wastewater: Iacl, EA Y and TCEQ - 1CT

: San
Rate Design ‘ [ Waier

System

Texas WaterIWastewter ill Comparison

Gensraliind. Monthly Cost »t 850,000 Gal. Water and Wastewater (6 Meror)
$12,000.00

$10,233.05

$10,000.00
$8,000.00 $7.851.68
$6.79351 12144
$6.000.00 $5.910.86
saqo71g $4T923 $481205

s400000 | $3.77268
$2,000.00 I - B BB R ! N

$- , 1 ‘ ,

ElPaso* SAWS Dallas* SAWS Fort  Corpus BexarMet Houston Austin™*
Current * Proposed Worth Christi =

*
«SAWS, Dallas and El Paso have base/excess water rates, charges assume avg. monthly consumption of 850,000 gallons per month.
«<** BexarMet includes $5,159.64 for water from BexarMet and $1,961.80 for SAWS provision of sewer service under proposed rates.
*** Austin Peak Period Rates - July 1 through October 31.

June 10, 20165 WS Rates :Combined Water Del.. Water Supply & Wastewater: Inch FANand TCEQ - 1CT

Rate Design




Outreach and Options

- June 10,2010

Rate Design - - e

: System

Public Outreach

Overwhelmingly Positive Feadback

136 Total Presentations over 6 months
— 58 Rate Structure presentations

— 78 Rate Structure & Rate Increase
presentations

All members of Executive Management were
involved in each presentation and meeting

| June 10,2010

Rate Design
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Community Outreach

Neighborhoods & HOAs

e
s,

District 1

Shearer Hills

King William
Oimos Park Terrace
Edison

Dellview

District 2

Coliseum
Del Crest
President's Meeting

— Town Hall Meeting

Dis

East Side Housing Summit

trict 3

Highland Park
Sunny Slope

East Pyron

Pecan Valley
Mission San Jose
Community Meeting

June 102010

Rate Design

Chambers of Commerce

* Greater Chamber Water Committee .

District 4

Pace

Lackland Terrace
Airforce Village

Tierra Linda
Southwest Community
Energy Summit

District 5

Collins Garden

— Memorial Heights

Prospect Hill
Nogalitos/Zarzamora
Haven For Hope
President's Meeting
Town Hall Meeting

District 6

+ Alamo Asian American Chamber

« Alamo City Black Chamber

» Hispanic Chamber

* North San Antonio Chamber

+ San Antonio Women’s Chamber

+ South San Antonio Chamber
+ West San Antonio Chamber

SAWS Citizen Committees

+ Rates Advisory Committee

NW Neighborhood Alliance
Cable Westwood

Community Workers Assoc.

Spring Fest

Los Jardines
Meadow Village
President’'s Meeting

Rate Structure and Rate

A Broad Base of Endorsements

Dis

Dis

Dis

Dis

trict 7

Donaldson Terrace
Ingram Hills
Jefferson
Monticello Park
Thunderbird Hills
Sunshine Estates
Town Hall Meeting
President's Meeting

trict 8

Jade Oaks
Mission Trace
Oak Hills

Oxbow
Tanglewood

Town Hall Meeting
NNOD

trict 9

Encino Park
Harmony Hills
NCTONA

Shady Oaks

Town Hall Meeting
D-9 Neighborhood Alliance
Deerfield

trict 10

El Chaparral
District 10 Alliance
Valley Forge
President's Meeting

System

Increase

Civic and Trade Groups

San Antonio Council of

Engineering Companies

* Professional Engineers in
Private Practice

+ Greater Edwards Aquifer
Alliance (GEAA)

+ San Antonio Manufacturers
Association (SAMA)

+ San Antonio Express-News

« Community Conservation Committee

» Citizens Advisory Panel

| June 10. 2010

Rate Design
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Preferred Optio

Current Proposal - RAC & SAWS Staff Recommendation

» Extremely thorough, transparent and inclusive
process

» Extensive community outreach and overwhelming
community and business support

» Adheres to cost of service principals
* Makes essential uses more affordable for all

« High non-essential use discouraged with a price
signal

* Assists in SAWS’ ongoing conservation efforts

« Has built-in phase-in as proposal will not have
significant impact before next summer

_June 10.2010

Rate Design

Other Potential ptons

Number of options and potential combinations is limitless

1. Phase-in Irrigation Class 4t Block Rate
Structure Change

2. Phase-in Irrigation Class and Residential
Class 4t Block Rate Structure Change

3. Increase Residential 3" Block Cutoff to
19,451 gallons

4. Increase “Base Quantity” for commercial
irrigation above 11,220 gallons

5. Reduce the proposed seasonal period by one
or two months

June 10. 2010
Rate Design

: San
... Antonio
Water
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Other Potential Opion — Challenges B

All result in some amount of revenue shortfall

* Any phase-in will generate a temporary revenue
shggtfglINT Modeled Estimates Range from $0.6 M
to $3.

— Amount and term of shortfall is dependent upon the
graduated nature and term of the phase-in

— The more customer classes to be phased in the greater
the shortfall

* |Increase Residential 4th Block Cutoff — Estimated
shortfall of $1.4 M

* Increase “Base Quantity” for commercial irrigation
— Estimated shortfall of $0.9 M

* Reduce the proposed seasonal period - Estimated
shortfall of $750 K per month

| June 10.2010
Rate Design

System

Options to Address Revenue Shortfalls

No Easy Options

1. Additional rate increases
— Temporary for phase-in options
— Permanent for other options

2. Reducing capital spending

— Reductions to come in the areas of Water Supply
and/or Water Delivery

— Approx. $45 M for each $3 M shortfall

— Likely to result in larger rate increases going forward
3. Reduction in personnel related costs

— Layoffs/unpaid furloughs or some combination

— Impacts to service provision

— Likely to result in larger rate increases going forward

| June 10,2010

=5 San
- ... Antonio

Rate Design - Water
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Conclusion

~ June 10. 2010

Rate Design

System

Proposed Rate Structure and
6.5% Rate Increase

Even after implementing both o
proposals, the average SAWS  “#"
bills will still be among the
lowest in the State

— Bills will be higher for everyone if
we do not conserve water

June 10. 2010

Rate Design

i System



Rate Design

ST San
~- ... Antonio
- Water

e/ System

June 10. 2010

Public Hearing - Rate Design
Robert R. Puente
President/Chief Executive Officer

Doug Evanson
Sr. Vice President/Chief Financial Officer



Exhibit E

SAWS Wrap-Up Meeting Presentation
June 16, 2010



Rate Structure
and Adjustment

Wrap-up

Jun 16, 2010

City Council “B” Session

Robert R. Puente
Chief Executive Officer

Doug Evanson
Chief Financial Officer



Proposed Rate Structure & Increase
Public Process

» City Council “B” Session
— Rate Structure Proposal, March 17

Bi-Monthly Utilities Meeting
— Sustainable Affordable Water Services, April 6

* Public Hearings
— Rate Increase Proposal, May 17
— Rate Structure Proposal, June 10
* Public Outreach, 143 meetings
— December 2009 — June 2010




Rate Proposals
Goals still being met

» Rate Structure
— Customers will receive a price signal to encourage water
conservation

— Cost savings for the average SAWS customer remains a
component of the proposal

* 93% of Residential Bill will still decrease
» 80% of Business Customers are still unaffected

— Rate Structure proposal remains revenue neutral

 Rate Increase

— The System can meet its infrastructure needs for water
and sewer in 2011
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|
Proposal Adjustments

 Rate Structure remains Revenue Neutral

— Adjustment 1 —Irrigation Class
 Block 3 starts at 17,205 gallons
 Block 3 rate increases slightly
— Adjustment 2 —Seasonal Period
* Five months (May— Sep), instead of proposed 6 months
« Seasonal rates slightly higher than proposed in top two Blocks

« Rate Increase
— Adjustment 1 — Recycled Water Rates

 No Increase

(o=l San
oo Antonio

Rate Structure and Adjustment Wrap-up o L bater




Proposed Irrigation Rate Structure

Adjustments 1 and 2

37,405 -
33,665 d. . F
29924 {

26,184 -

Gallons

Block 1 has Zero Consumption Option
Current Original Proposed Proposed
Rate/100 Gallons




Proposed Residential Rate Structure
Adjustment 2 - Seasonal Rates (May - Sep)

26,184
22443 -
18,703 -
use2 | =
5
" nmq g
i 5 $.2952 I ¢ 2350 [l $.2850
7481 O |
21$.2435
“ % | B $.1891 I $.1891
0 @includes fiat water supply fee)  (inchudes tiered water supply fee) Option
Current Original Proposed Proposed
Rate/100 Gallons

June 16, 2010 Combined Water Delivery & Tiered Water Supply — Seasonal ICL

(. San
. Antonig

Rate Structure and Adjustment Wrap-up oL ater




Rate Structure and Increase Proposals
Summary

v High non-essential water use discouraged through a
price signal; Water conservation efforts rewarded

v’ Water Supply Fee tiered for Residential and Irrigation

v SAWS to study the feasibility of a multi-family rate in
the next Rate Structure review.

v Implementation delayed from June 1 to November 1

v No Increase to Recycled Water Rates

June 16, 2010

B Lol san
.-, Antonio

Rate Structure and Adjustment Wrap-up | Water

- System




|
SAWS Affordability Discount Program
Funding Increased 6.3% to $1.5 Million

$1,280,000

Budget $1,008,636 $1,369,000| $1,410,688| $1,500,000
Actual $1,136,006| $1,201,139| $1,283,411| $1,410,688| $1,500,000
Difference | -$127,370 $78,861 $85,589 SO SO

*Projected Expenditures

« Based on Need
« Continued Certification by COSA

- June 16,2010

Rate Structure and Adjustment Wrap-up

o, San
. Antonio
'Watep
System




Proposed Rate Structure and
6.5% Rate Increase

Even after implementing both
proposals, the average SAWS
bills will still be among the
lowest in the State

— Bills will be higher for everyone if
we do not conserve water

_June 16, 2010

Rate Structure and Adjustment Wrap-up



Rate Structure

" San

. and Adjustment

System wra p-u p

Jun 16, 2010

City Council “B” Session
Robert R. Puente
Chief Executive Officer

Doug Evanson
Chief Financial Officer



Water Supply Projects

Cost Per Acre Foot

Recycle $1,276
Canyon Lake $1,357
Local Carrizo & ASR' $1,084
Trinity Aquifer $935
Edwards Aquifer Acquisitions $283
Regional Carrizo? $1,442
Brackish Desal $1,924

1 - Assumes annual yield of 12,000 acre-feet from ASR and 6,400 from Local Carrizo
2 - Assumes partnership with SSLGC, if done independently $1,647 per acft

~_June 16, 2010

Yl san .
-, Antonio

Rate Structure and Adjustment Wrap-up oL Jater



===
O&M Budget Comparison to 2005

2005 2011 Difference % Increase/Decrease Annual Growth
Salaries 592,899,644  $120,132,511  $27,232,867 29.31% 4.38%
Contractual 593,975,933 $93,176,743  -$799,190 -0.85% -0.14%
Materials 515,158,423 $21,567,970 56,409,547 42.28% 6.05%
Other 59,662,166 $11,249,466 51,587,300 16.43% 2.57%
Total " $211,696,166 | $246,126,690  $34,430,524 16.26% 2.54%
Capitalized cost  -$30,739,315 -$34,763,863  -54,024,548 13.09% 2.07%
Total $180,956,851  $211,362,827  $30,405,976 16.80% 2.62%
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Exhibit F

SAWS Rate Structure and Adjustment Presentation

(Summary of Recommendations)
June 17, 2010
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Proposed Residential Rate Structure
Seasonal Rates (May - Sep)

26,184

22,443 -
18,703 -

14,962 ..—_“;

(14}

]

g 11,222 - £

S S

& - 3

N

o)

3,741 - X

i ™

o

{includes flat water supply fee) New
Current Proposed
Rate/100 Gallons

June 17, 2010 Combined Water Delivery & Tiered Water Supply — Scasonal ICL
Antonlo

Rate Structure and Adjustment % e



, Page 4

Proposed Irrigation Rate Structure
Blocks Altered, Seasonal Rates Adopted, & WS Fee Tiered

37,405

3

33,665 -

29,924 -

26,184 -

22,443

18,703 -

14,962 -

11,222 1

Gallons

7,481 4

3,741 1

New

Current Proposed
Rate/100 Gallons

June 1 7, 2010 Combined Water Deli\)ery & Tiered Water Supply - Seasonal ICL

Rate Structure and Adjustment




Proposed Rate Adjustment
6.5% Increase will generate $20M

Capital Improvements
Wastewater Infrastructure — Approx. $126.9 M

Water Infrastructure — Approx. $48.8 M

— Anderson Tank & Pump Station
New Water Supplies — Approx. $79.0 M

Medina River Sewer QOutfall

Collection System Improvements

Main Replacements
Dos Rios Improvements

Main Replacements

Regional Carrizo
Brackish Desalination

June 17,2010

Rate Structure and Adjustment

_==. San

"~ .- Antonlo
= Water
i/ System



Proposed Rate Adjustment
Would generate $20 million of revenue

Rat Avg. Monthly
Item Ch:nze Resldential Bll
Wastewater 11.9% $2.07
Water Supply 2.9% $0.25
Water Delivery 2.2% $0.32

J une 1 7 201 O Average based on 7,788 gallons water/ 6,178 gallons sewer usage. Excludes COSA Stormwater.

Rate Structure and Adjustment




Average Residential Bill
Assuming Rate Structure change and 6.5% increase

Rate Rate
Current Structure Adjustment New

Bill i
-6.3% 6.5% Bill

-$2.85 $2.64

$0.21
$42.07 | $44.71 | Lower

Average based on 7,788 gallons water/ 6,178 gallons sewer usage. Excludes COSA Stormwater.

$44.92




Page 8

Average Residential Bill Comparison

Assummg Rate Structure Change and 6.5% increase
$80.00 o e L -
$70. 13 571 .52

$50.00 o R c4dgs . ,

$40.00 - = R o

$30.00 -
$0.00 —— S

El Paso Proposed Current Dallas FtWorth Houston Corpus
SAWS  SAWS Christi

June 1 7, 201 O . 7,788 Galions Water / 6,178 Gallons Sewer per month, smallest meter, non-seasonal

Rate Structure and Adjustment System
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Average Residential Bill Comparison

As a percentage of Median Household Income
2.00%

1)
1.80% 1.79%

1.60% 1.45% 1.48%

1.40%

120 qq0%  112%  1.43%  1.14%  118%

1.00%

0.80%

0.60% 3

0.40% -

o« N BE B OB O O O

Dallas Prop. SAWS  Current El Paso Ft. Worth Austin Houston * Corpus
Std. SAWS Std. Christi

* Houston wastewater charges based solely on water usage

June 17, 2010 Avg. Bill Based on 7,788 Gal. Water (Standard)/6,178 Gal. Wastewater |
c 11, eVIV ___ Avag. Bill Base 5,178 Gal. Wastewate =5 gan

Rate Structure and Adjustment £ System




Commercial/General CIass Bill Comparison

850,000 Gallons Water and Wastewater (6” Meter)
$12,000.00
$10,233.05
$10,000.00 —
$8,000.00 — $7,851.68
$6,793.51 37,121.44
1
$6,000.00 $5,910.86
$4,497.18 $4,792.34 $4,812.05
$4,000.00 - 3,772.68
o . l I . I
$- “ T
ElPaso* SAWS Dallas * SAWS FortWorth Corpus BexarMet Houston Austin***
‘SAWS Dallas and EI Paso have i%w?(gess water rates, cha?gf g%gssu?n% vg monthl'y.consu%'{n%&!)f §50.000 gallons per month

b Austln Peak Pernod Rates Juiy 1 through October 31.
SAWS Rates :Combined Water Dells Water Supphy & Wastewater: Inel EAx N and TCEQ
w System

June 17,2010 saws
Rate Structure and Adjustment




: | Page 11

SAWS Affordability Program Discount
Monthly Bill Reduction - Water and Sewer

2010 Discount $8.80 $6.10 $4.00 $3.30
2011 Increase S0.50 S0.35 $0.25 $S0.20
2011 Discount -

~June 17,2010

Rate Structure and Adjustment
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Exhibit G

SAWS Tariff Amendments to Chapter 34 of the
San Antonio City Code



EXHIBIT G
AMENDMENTS TO CHAPTER 34, ARTICLE 1 OF THE SAN ANTONIO CITY CODE

The City Code of the City of San Antonio Chapter 34, Water and Sewers, Article I, In General,
Section 34-2.01, Definitions is hereby amended by deleting the language that is stricken and
adding the language that is underlined (added) as set forth herein.

Base use amount for general and wholesale water service customers. The average

monthly water consumptionless—ten—-10)}percent. Such amount is calculated by adding the
monthly consumption, less irrigation use either calculated or metered, for the previous calendar

years, and dividing by twelve (12);-and-deducting-ten-{(1H0)-percent-from-the total.



AMENDMENTS TO CHAPTER 34, ARTICLE II OF THE SAN ANTONIO CITY CODE

The City Code of the City of San Antonio Chapter 34, Water and Sewers, Article II, Water
Service and Rates, Section 34-121, Establishment of Rate Schedules is hereby amended by
deleting the language that is stricken and adding the language that is underlined (added) as set
forth herein.

Article 1. Water Service and Rates

Section 34-121. Establishment of Rates and Schedules

The schedule of water service rates and charges contained in Schedule A relating to residential

water customers, the schedule of water service rates and charges contained in Schedule B
relating to_general water customers, the schedule of water service rates and charges in Schedule
C relating to wholesale water customers, and the schedule of water service rates and charges in
Schedule D for irrigation water rates, as amended, attached hereto, shall be effective for all
consumption on or about November 1, 2010 and shall be the lawful rates for water service to be
charged by the System.

The City Code of the City of San Antonio Chapter 34, Water and Sewers, Article II, Water
Service and Rates, Section 34-122, Rate Schedules is hereby amended by deleting the language
that is stricken and adding the language that is underlined (added) as set forth herein.

Section 34-122. Rate Schedules
Rate Schedules A, B, C and D relating to residential, general and wholesale, and irrigation

customers are hereby amended and shall hereinafter read as attached hereto and incorporated
herein.



AMENDMENTS TO CHAPTER 34, ARTICLE III OF THE SAN ANTONIO CITY
CODE

The City Code of the City of San Antonio Chapter 34, Water and Sewers, Article III, Sewer
Service and Rates, Section 34-226, Establishment of Rates and Schedules, is hereby amended by
deleting the language that is stricken and adding the language that is underlined (added) as set
forth herein.

Article III, Sewer Service and Rates

Rate Schedules A, B, and C relating to wastewater residential, general, and wholesale customers
are hereby amended and shall hereinafter read as attached hereto and incorporated herein.

Section 34.226. Establishment of Rates and Schedules, Rates Schedules and Affordability
Discount Analysis

The schedule of sewer service rates and charges contained in Schedule A for residential sewer

service customers, the schedule of sewer service rates and charges contained in Schedule B for
general sewer service customers, and the sewer service rates and charges contained in Schedule

C for wholesale sewer service customers, as amended attached hereto, shall be effective for all
consumption on or about November 1. 2010. and shall be the lawful rates for sewer service to be
charged by the System.

Rate Schedules A, B and C relating to sewer service for residential, general and wholesale
customers are hereby amended and shall hereinafter read as attached hereto and incorporated
herein.



AMENDMENTS TO CHAPTER 34, ARTICLE IX OF THE SAN ANTONIO CITY
CODE

The City Code of the City of San Antonio Chapter 34, Water and Sewers, Article IX, Water
Supply Fee is hereby amended by deleting the language that is stricken and adding the language
that is underlined (added) as set forth herein.

Article IX, Water Supply Fee

Section 34-1345. Water Supply Fee Schedule

The Water Supply Fee which will be applied to all consumption beginning on or about

November 1, 2010 is set out in Schedule E to this Chapter. Such water supply fee schedule shall
remain in effect as set out in Schedule E until the System's Board of Trustees and Council of the
City of San Antonio determine that an additional adjustment is necessary to most effectively
meet the water supply development needs of system customers.




ATTACHMENT [
Schedule A

RESIDENTIAL CLASS WATER AND SEWER RATE SCHEDULES
SAN ANTONIO WATER SYSTEM
San Antonio, Texas
Effective for Conswmption on or about November 1, 2010

The Service Availability Charge (minimum bill) for all residential water service INSIDE THE CITY LIMITS of San Antonio furnished
through meters of the following sizes together with the Monthly Volume Charge measured per 100 gallons of water usage in every instance

of service for cach month or fraction thereof shall be as follows:

MONTHLY SERVICE AVAILABILITY CHARGE

Meter Size ice Availgbility Charpe
5/8” $637 S 691
3i4” 255 9.68

1" 1249 15.23
1127 2135 29.10
27 3395 45,73
3 6127 24.56
4 10036 140,02
6" 197.89 278.69
8" 31496 445.09
197 45157 639.22
127 841.86 1,193.88

The Service Availability Charge (minimum bill) for all residential water service QUTSIDE THE CITY LIMITS of San Antonio furnished
through meters of the following sizes together with the Monthly Volume Charge measured per 100 gallons for water usage in every instance

of service for each month or fraction thereof shall be as follows:

MONTHLY SERVICE AVAILABILITY CHARGE

Meter Size i ilability Charge
5/8” e § 8.98
<78 e 1259
1 1623 19.80
1127 2892 3783
2 44 3946
¥ 75.65 10994
4 13639 18204
& 25704 36230
8" 405.45 578.63
10 s 83099
12" 109442 1,552.05

MONTHLEY-MOLUME-GHARGE
Rate Per 100 Gallong
Lsase-Blocks ndard Seasonal
Eirst 7481 $0:6906 $0:0906

Gall Lall b, 12t il kN
Ve8P o8

tl;l . s bt Oatabar 2 Lol 1%

“Standerd” Rate Per-100-Gallons-shall be-utilized:

MONTHEY-NOEUME-CHARGE
Rate Per 100 Gall
Usage Blocks Standard Seasonal
Next-5:236 01702 01850
Next-4:488 82674 02882
Giall Eallds e f “ll Lmi,ladi- U' g

Sewer service charges for all metered residential connections are computed on the basis of average water usage for 90 days during three
consecutive billing periods beginning after November 15 and ending on or about March 135 of each year and are billed according to the rate

schedules below.

INSIDE CITY LIMITS (ICL)
Monthly Service Availability Charge {includes first 1,496
gallons) - $+76 $8.68
Over 1,496 gallons - $6-2857 $0.2302 per 100 gallons.
Customers who do not have a record of winter water usage or

an interim average will be billed an Unaveraged or Unmetered
Residential Charge of $23:63 $24.18 per month.

OUTSIDE CITY LIMITS (OCL)
Monthly Service Availability Charge (includes first 1,496
gallons) - $9-32 $10.43
Over 1,496 gallons - $0:2468 30.2762 per 100 gallons.

Customers who do not have a record of winter waier usage or an
interim average will be billed an Unaveraged or Unmetered
Residential Charge of $25.93 $29.02 per month.

MONTHLY VOLUME CHARGE
Usage Blocks Rate Per 100 Gallons
Gallons Standard Seasonal
First 5.9 $0.0017 0.0917
Next 6,732 0.1327 0.1443
Next 4,488 1871 2146
Over 17,205 0.3277 04446

The Volume Charge “Seasonal” Rate Per 100
Gallons shall be applied to all billings beginning
on or about May | and ending after five

complete billin nths on or t September
30 of each vear. Atall other imes the Volume
Charge “Standard” Rate Per 100 Gallons shall
be utilized.

MONTHLY VOLUME CHARGE
Usage Blocks Rate Per 100 Gallons
Gallons Standard Seasonal
First 3,985 $0.1193 $0.1193
Next6.732 01725 0.1876
Next 4,488 02433 0.2790
Qver 17,205 0.4260 0.5779

The Volume Charge “Seasonal” Rate Per 100
Gallons shall be applied to all billings beginning

1 OF

comy illin

f e

“Sran "

be utilized,

ing a
P> T

tall imes the Volume
te Ps allol



ATTACHMENT I
Schedule B

GENERAL CLASS WATER AND SEWER RATE SCHEDULES
SAN ANTONIO WATER SYSTEM
San Antonio, Texas
Effective for Consumption on or about November 1, 2010

The Service Availability Charge (minimum bill) for all general water service INSIDE THE CITY LIMITS of San Antonio furnished
through meters of the following sizes together with the Monthly Volume Charge measured per 100 gallons for water nsage in every
instance of service for each month or fraction thereof shall be as follows:

MONTHLY
SERVICE AVAILABILITY CHARGE MONIHLY-NVOLIME - CHARGE
Maeter Size ice Availabili 2 Usage Blocks Rate Per 100 Gallons
58 so81 8 959 Below-Baset $0.1086
34 1336 13T 106-128%-of Base 61257
i 1828 21.93 $25-450% of Base 01633
1120 3585 4250 150-200%-0F Base 43138
» 5283 _ 67.20 Over-200%-of Base 83160
3 10692 _ 124.80
4 $76:40 _207.09 *The Bave Use is defined as 90% of the Annuel Average
6 35003 _412.82 Gensumption-
8" 54320 _ 659.69
10" 255.80 _ %4771
12 110485 1,770.63

The Service Availability Charge (minimum bill) for all general water service QUTSIDE THE CITY LIMITS of San Antonio fornished
through meters of the following sizes together with the Monthly Volume Charge measured per 100 gallons for water usage in every
instance of service for each month or fraction thereof shall be as follows:

MONTHLY
SERVICE AVAILABILITY CHARGE MONTHEY-MOLUMECHARGE
Meter Size ice Availability Charge Usage Blocks Rate Per 100 Gallons
587 siigs § 1247 BetowBaset so1410
34 s 1182 106-425%-of Base oiss
1” 2294 28.51 +25-480%-of Base FLTLTY
1-1/2" 4160 3526 450-200%6-0f-Base 02738
b 63.01 8736 Over-20096-0f Base 04180
¥ izsap 16224
4 20648 269.22 2The Base Use is defined as 90% of the Annual Average
5" 45030 536.66 Consumption-
8 63760 857.60
1w s51.35 1,232.03
72 344441 2.301.82

SEWER

Sewer service charges are computed from the water usage schedules below for all metered connections.

INSIDE CITY LIMITS (ICL) QUTSIDE CITY LIMITS (OCL)
Monthly Service Availability Charge (includes first Monthly Service Availability Charge (inchudes first 1,496
1,496 gallons) - $3-76 $8.68 gallons) - $9-32 81043

Over 1,496 gallons - $0:2087 $0,2302 per 100 gallons. Over 1,496 gallons - $0-2468 $0.2762 per 100 gallons,

MONTHLY VOLUME CHARGE

Usage Blocks, Rate Per 100
Gallons Gallons
Base® $0.1110
2100-125% of Base 0.1327
>125-175% of Base 0.1861
>175% of Bage 82725

*The Base Use is defined as 100% of the Annual
Avengs Consumption

MONTHLY VOLUME CHARGE
Usage Blocks, Rate Per 106
Gallons Gallons
Base? 0.1443
2100-125% of Base 01724
>128-175% of 0.2419
2178% of Base 0.3542

*The Rase Use is defined as 100% of the Annual
Average Consumption




ATTACHMENT |
Schedule C

WHOLESALE CLASS WATER AND SEWER RATE SCHEDULES
SAN ANTONIO WATER SYSTEM
San Antonio, Texas
Effective for Consumption on or about November 1, 2010

The Service Availability Charge (mini bill) for all wholesale water service INSIDE THE CITY LIMITS of San Antonio
furnished through meters of the following sizes together with the Monthly Volume Charge measured per 100 gallons for water
usage in every instance of service for each month or fraction thereof shall be as follows:

MONTHLY
SERVICE AVAILABILITY CHARGE MONTHLY-NOLUME CHARGE MONTHLY VOLUME CHARGE
Usage Blocks, Rate Per 100
Meter Sizet Service Availability Charge Usage Blocks Rate Per 100 Gatlong Gallons Gallons

& swres § 27869 Below-Baset $0:0788 Base* $0.0770

& 3314.06 445.09 $60-123%-of Base 50083 >100-125% of Base 0.1157

T 4517 63922 435-150%-0EBase PR 125-175% of Base 01670

an 24186 _ 1,193.88 150-200% of Base 081804 >175% of Base 02362
Over-20036-0f Base H2365
£The Base Use is defined a3 90% ef the Annunl *The Base Use is defined as 100% of the Annual
AVIOge-CORSHMPHOR- v jon

The Service Availability Charge (mini bill) for all wholesale water service QUTSIDE THE CITY LIMITS of San Antonio

furnished through meters of the following sizes together with the Monthly Volume Charge measured per 100 gallons for water
usage in every instance of service for each month or fraction thereof shall be as follows:

MONTHLY
SERVICE AVAILABILITY CHARGE MONTHLY-VOLUME-CHARGE MONTHLY YOLUME CHARGE
Usage Blocks, Rate Per 160
Meter Sizet i vailability Char| Usage Blocks Rate Per 100 Gatlons Gallons Gallons
& sas724 § 36230 Bolow-Base® $6-1025 Base” $0.1001
& 4045 57863 +06-125%-of Base FREEY >100-125% of Base 01504
1oz 537,03 83099 125-150%-0f Base 01766 2125-175% of Base 2171
FEES 489442 155205 150-200%-o£Base 82346 >175% of Base 0.3070

OverJ00%-ofBase 03075

*The Base Use is defined as 00% of e Annual *The Base Use iy defined as 100% of the Annual

Avverage-Consumption Average Consumption

$ Wholesale water service will not be provided through a meter smaller than 6" in"order to comply with fire-flow requirements
and the "Criteria for Water Supply and Distribution in the City of San Antonio and its Extraterritorial Jurisdiction,”

SEWER
INSIDE CITY LIMITS (ICL)
$6-1854 $0.2075 Monthly Volume Charge per 100 gallons of contributed wastewater. ($4-39 $1.56 per 100 cubic feet}

OUTSIDE CITY LIMITS (OCL)

$01:4 $101.95 Moothly Service Availability Charge plus $6:2226 $0.2491 Monthly Volume Charge per 100 gallons of
contributed wastewater. ($+:6+ $1.87 per 100 cubic feet)



ATTACHMENTI
Schedule D

IRRIGATION CLASS WATER AND SEWER RATE SCHEDULES
SAN ANTONIO WATER SYSTEM
San Antonio, Texas
Effective for Consumption on or about November 1, 2010

The Service Availability Charge (mindmum bill} for all irrigation water service INSIDE THE CITY LIMITS of San
Antonio furnished through meters of the following sizes together with the Monthly Volume Charge measured per 100
gallons for water usage in every instance of service for each month or fraction thereof shall be as follows:

MONTHLY
SERVICE AVAILABILITY CHARGE MONTHEY-VOLUME-GHARGE MONTHLY VOLUME CHARGE
Rate Per 100 Gallons
Usage Blocks,

Meter Size Service Availability Charge Usage Blocks Rate Per 100 Gallons Gallons Standard Seasonal
518" g0g1 § 959 Erst2 47 $0.1526 0 Gall $0.0000 $0.0000
34" 1336 1371 Next-4,488 82290 Next 6,732 0.1560 0.1560

1 4921 2193 Over 17205 83160 Next 10473 0.1871 2172
1-172” 35903 _ 4250 Over 1720 03277 04497
2" 5283 _ 6720
3" 10692 _ 12480 Volume Charge nal” Per 100
4 13640 _207.09 hall ied to all bill]
6" 41282 inning on May | ing after
g» 35603 _6'5-;& five lete billing months on or
54320 _ L7007 September 30 of each vear, Atall other times
10 75588 _947.71 the Volume Charge “Standard” Rate Per 100
127 149485 1770.63 Gallons shal} be utilized.
The Service Availability Charge (minimum bill) for all irrigation water service OUTSIDE THE CITY LIMITS of San
Antonio furnished through meters of the following sizes together with the Monthly Volume Charge measured per 100
gallons for water usage in every instance of service for each month or fraction thereof shall be as follows:
MONTHLY
SERVICE AVAILABILITY CHARGE MONTHEY-VOLUME-CHARGE MONTHLY VOLUME CHARGE
Rate Per 100 Gallons
Usage Blocks,

Meter Size ice Availability Charge Usage Blocks Rate Per 100 Gallons Gallons Standard Seasonal
5/8” $11.83 § 1247 ErstiL 17 $0.1982 0 Gallons $0.0000 $0.0000
3/4” 1572 17.82 Next-4:488 62976 Next 6,732 0.2028 02028

1 2294 2851 Over 17205 04109 Next 104 0.2432 02824
1-1/2” 41,69 5526 Over 17.205 0.421 0.5846

2 6301 8736

ki 2534 16224 The Volume Charge “Sea " Rate Per 100

47 20648 26922 Gallons shall be applied tc all billings

& ’ 536,66 eginning on Ofa’ Mav 1 an ing after

gn 5931 m v te billing mon! n or about

) 63769  82/.0U S r 30 of each vear. At times
10 89435 123203 the Volume Charge “Standard” Rate Per 100

127 1dadat 230182 Galls Il be utilized.




ATTACHMENT I
Schedule E

SAN ANTONIO WATER SYSTEM
SAN ANTONIO, TEXAS

WATER SUPPLY FEE SCHEDULE

Effective for Consumption on or about November 1, 2010

The Water Supply Fee assessed on all potable water service for water usages in every instance of service for each month or
fraction thereof shall be as follows:

Eeeto-be-
Assessed
Year fpert00-gationsy

2009 $6-1520

Feetobe

Usage Blocks, Assessed

Rate Class  QGallons {per 100 gallons)

Residential First 5,985 $0.1023
Next 6,732 0.1480
Next 4,488 $0.2087
Over 17,205 $0.3653
General Base* $0.1573
>100-125% of Base 0.1573
>125-175% of Base $0.1573
>175% of Base $0.1573
Wholesale Base* $0.1573
>100-125% of Base 0.1573
>125-173% of Base $0.1573
>175% of Base 0.1573
Irrigation 0 Gallons $0.0000
Next 6,732 0.1573
Next 10.473 $0.2087
Over 17,205 0.3962

Consumption




