10/31/2013

colorado—_
T WaTeIrWiSE =

The Voice of the Colorado Water Conservation Community

The Art & Science
of Revenue Recovery
1 Water Use Efficiency

The Perfect Storm

The “New Normal”

« Water efficiency is here to sta:
« Costs will go up

« Drought will happen

« State legislation dri

« Customers wa

Economic downturn their si




Expectations:

rsday, Oct. 10, 2013
dry out there — and it could stay that way. Experts predict above-average
peratures and lower-than-normal moisture amounts will be seen in the
s ahead — and possibly as much as 15 more years. The cattle and
ture industry is being hit hard and the prolonged drought is keeping wate
d supply for municipalities. (Source: Brown&Caldwell; USGS)

Oct. 15, 2013
ill have to use a Positive proof of global warming.

Century 1900~ 1950 1970 1980 1990

ater may be the most vital resource in every
pect of human endeavor, but the economics
ter is a mash-up of tradition, wishful thinkin
poor planning.” Charles Fishman, Author Th
irst, 2010

Revenue

4. Public .
Relations 3. Equity

2. Efficiency
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What is a Successful
“Conservation” Rate Structure?

» Balances the needs of the agency and those of the customer

* Allocates costs accurately and proportionally
* Recovers costs in a stable manner
» Meets the water needs of the customer

5 “flexible” to adapt to changes

“Sustainable”
Rate Design

o

What Do Agencies Sell?
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Recovering “Necessary” (Fixed) Costs

e most controversial philosophical and practical policy
dilemma for agencies is “how” to recover costs...

“fixed” costs independent
ales
ixed” costs in a “service”
iciency tiers
e “variable”

Reliable “Fixed” Water, Sewer and Fire Protection Service

Service
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Change Happens...
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hat Are the Ramifications of
ate Designs?

per year due to conservation, we have to raise

water when you asked, now you raise our rates because you did not sell enough
eed to vote you out.” San Diego County customer

“Agencies create rate structures that are a bad business practice.” Former
City of Fairfield Water Official N

« 1 have a large family and a large lot. f
even if we are conservative water users

€ss water than we ori
ce, and change s

our rates penalize o
. Riverside County

ginally anticipated,
: ome of our founda
Igned to faijl.”

,_that's What we c3
tional assumpti

— | 8l Evanston Now|
The Baily Tribune News %% water rate ke on tap

[ —

HAnldNews

Jagxson COUNTY CHROMCLE

—— water Tate
Alma Center eyes 71 PRCCRL WAL
inerease

Change

hy Change: Why No! to Change:
Does the agency lose money « Itis too expensive
when less water is sold?

Do customers complain about

* ltis too hard
» It takes too much data

n This is how we have done
stomers complain about g
s™? Customers won’t unde
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Think Different About Water Rates:

“Doing the same thing over and
over again and expecting a
different outcome, is the definition
of insanity. Think differently.”
Albert Einstein

Switch: SWITCH
How to \
“Boys we need to think Change g
different.” Things
Billy Beane, Oakland When
Athletics/Moneyball Change

Is Hard

Different attitude

Constructing Successful Rates?

- Ask the right questions - Get good data/info - Educate officials 15t

Water Officials? Staff?

“And get us
re-elected.”

“Save water




What Would Customers Choose?

il

hat if | have a large family?
atif | have a large lot?
if my business is growing?
is hotter?

Individualized
Tiers:

Every customer has their
allocation/tiers

Efficient users have lo
cost

* Only inefficient u
high tiered pri

* No penal

Setting Customer Allocations

Indoor

+

e Qutdoor

(# Residents) (55 gpd) + (ET) (SF Landscape) (.80) (DF) = Efficiency Goal
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ndividualized Tiered Rate Design:

151%+ of
Allocation

126 - 150%
of Allocation

| 100-percent ORI

k Allocation of Allocatio

Inefficient
Water Use

Recovering “Necessary” (Fixed) Costs?

The most controversial philosophical and practical policy
dilemma for agencies is “how” to recover costs...

ecover “fixed” costs independent
water sales
ecover “fixed” costs in a “service”
ge and efficiency tiers
’s okay to lose “variable” e
onue T A A A —

re of “demand” analysis

Reliable “Fixed” Water, Sewer and Fire Protection Service

Service

$2.00/ day
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How Did the 1st “Sustainable”
Rate Design Perform?

» Stable revenue

* 61% landscape use
reduction

« 25% residential reduction

* New funding mechanism for
efficiency programs

, ) IRWD’s water | understand the
e 85% Customer satisfaction all;)c.atlon process IRWD’s rate structure
is fair

Reduced water runoff

Re-election of board
cumbents since 1991

Eel'm Land:
al indscape
@1 Rebates’

a.ﬁ * (‘

Average Flow for July

>~
Jan  Feb  Mar  Apr  May  Jn J Aug  Sep Ot MNov  Dec
1940 1950 1960 1970 1980 1990 2000

Ihdw Allocation mmE Landscape Allocation =¢r—Total Allocation =—e=—Actual Usage

What Customers Say After a
Rate Structure Change

How important is it to reward water use efficiency by homes

Accuracy
Recognizes “their” personal R —
situation
Rewards past conservation

i I VeryImpopdnt 82.7% Say
efforts (penalizes waste) e Rewarding
Transparent / Logical # ttfilmporan: EffiCiency &

¥ Don'tKpow

100% of Agencies (4) with
have Positive/Accepti
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What Agencies Say about their
Individualized/Sustainable Rate Design

e water budget rates have stabilized
venue, and people now pay attention to
ks and water waste. The rate structure has
rked just as it was intended.” - Palmdale
Asst. GM

lomers have reduced use 13%, revenue
ry is up 6% and we have funding for
tion programs paid for by water

of our fixed costs on the
. Our revenues are right
n with significant

Moulton Niguel WD (after 2.6 yrs)
87% of customers meet allocations
Revenue stable
New source for “conservation” funds

“There’s no negatives to this from
cost and PR standpoint IF you put

the proper effort.” Charles Roy, MN
Customer Service and PR Mgr.

Western MWD (after 2 years)
- 85% of customers meet allocati
Increased customer service
Revenue up 7% and me

More Conservation f

assist customer:
wasters)

CHANGES IN “OVER-BUDGET” WATER USE

1/12-6/12 | 10,585af | 529af

1,532af

1/13-6/13 | 9,569af | 402af

1,014af

-10% | -24%

- 34%

10



What Changes at an Agency

10%
oard education ‘”’
h 5% el "
stomer data collection A
0%

g system software

=5%

-10%

Revenue

+ 86% of customers m

Daily ET for Any Address in a
Service Area

17°18°00° 117900'00"

33°30°00"

n7°018°00" 17900'00"

* Daily ET downloaded in the billing system
for 218 specific climate zones at a lower
cost than the installation, maintenance and
calibration of 1 qualified CIMIS ET Stations
per year

10/31/2013
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Landcover Area and Percentage
i .

07126406

14

e

class area percentage
grass 503.00 13.80
impervious 2604.02 71.46
trees/bushes 537.01 14.74
impervious 3384.00 78.33
grass 843.00 19.50
trees/bushes 93.00 217

Scenario 1 A Scenario 2
Fixed = 5% ¥ 25%
Variable = 25% 75%

Allocations Inputs - SFR customers

Total Parcel Area (TA) 8,000 sqft

Area Factor (AF) 45% of total area

Landscape factor (LF) 70% of ETo by State of California Code of Regulation Title 23, Section 490-495

Household size (Size) 4 residents per acct

GPCD 60 gallons per capita day

[Drought factor 100% to control demand at different water supply conditions

Tier Definitions % of water budgets Indoor(cef) = GPCD *Size* Days
Tier 1 100% (-cf)
T?e” 1% outd *TA*AF * LF *DF
Tier 3 150% in C?/ )(1 00 fV j
Tier 4 175% fi leef
Tier 5 above 175 %

ﬂ CY 2009 CY 2010 CY 2011 CY 2012 CY 2013 CY 2014

Conservation factor 100% 98% 97% 97% 98% 99%

10/31/2013

12



F€C KEYINPUTS

RAFTELIS FINANCIAL PENALTY TIER DEFINITION

CONSULTANTS, INC.
Tier3 é’ 175% | % (1B+OB)

1B = Indoor Budget, OB = Outdoor Budget
TIER MULTIPLIERS

INDOOR ALLOCATION INPUTS
(of Base Rate) Rates
Tier 1 m $0.64

GPCD  a m aallons per capita day
S ¥ persons
N

OUTDOOR ALLOCATION INPUTS Ter2 = $1.28

Tes | 40 | $256
a
ET Adjustment Factor| 70% % of ET ) 5.12
Ea s L8]
Area Factoy % of Total Parcel Area
Base Rate per ccf

~
M';:::y Monthly Usage Comparison Mbﬂt('sliy Bl Sample Monthly Bill Comparison

For Average usage , 5/8-inch meter Bill For Average usage , 5/S-inch meter Bill

$60

$50

$40 4

$30

$20

WTier |

BTier2 Tierd  MTird

BService Charge @Tier | @Tier2  Tier3 MTier4

RESULTS
st | o] e R s v €
Service Charges| $ 430 $ 430 37%)|
Tier 1 4,278 119 1.19 10%|
Tier2 5,437 3.03 3.03 26%
Tier3 2,925 3.26 3.26 28%)|
Tierd 2203 511
TOTAL 14,9338 1690 $ 1179 100%]

Usage by Tiers under Proposed Water Budget
% of Bills

40% 40%
35% ¥ 35%
30% - F 30%
25% r 25%
20% 2%
15%

% Consumption

% of Total Bills

Impacted Percentage of Impacted Bills vs $ Change in Bills

Science:

Demand Analysis
Customer Data

Billing System

Upgrade

Customer Allocations
Financial Modeling

Results:
Stable revenue

10/31/2013
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Opinions?

14
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aditional Rates Vs. Individualized Rate

Individualized Rate Des

oes not meet customer needs Allocates water for each cus:
Who is the target for water savings? specific needs

Allocation: 8 k gal

.122I:;(=)opleft :f;)zo:;eﬂ

+1,200 sq i
landscape landscape

« 5 people
* 5 people - 8,500 sq ft landscape
- 8,500 sq ft landscape « Pool
« Pool
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