er may be the most vital resource in eve
t of human endeavor, but the economi
a mash-up of tradition, wishful thi
lanning.” Charles Fishman, Aut

Revenue

4. Public .
Relations 3. Equity

2. Efficiency

10/31/2013
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Agenda

expect, or what do you need?
basic rate designs, and are they successful?

Part 1: Setting the Table

are you here?
o you expect, or what do you need?
your basic rate designs?




Change

Change:

)es the agency lose money
en less water is sold?
stomers complain about
ners complain about

1plain about

Why No! to Change

» ltis too expensive

* ltistoo hard
It takes too much data
This is how we have
Customers won’

Change Happens...

S/kgai

Quantity

Flat Rate = Declining Uniform
Block

SEELLLE]] Inclining

Block

Target/
Individualized

10/31/2013
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The Perfect Storm

The “New Normal”

Water efficiency is here to stay
Costs will go up

Drought will happen

State legislation drives effici
Customers want to see r:
Economic downt their situation

Customer Servi

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

“Boys we need to think
different.”

Billy Beane, Oakland
Athletics/Moneyball




10/31/2013

Expectations:

ay, Oct. 10, 2013
ut there — and it could stay that way. Experts predict above-average
res and lower-than-normal moisture amounts will be seen in the
ead — and possibly as much as 15 more years. The cattle ana
ndustry is being hit hard and the prolonged drought is keeping
for municipalities. (Source: Brown&Caldwell; USGS)

Part 1 Summary:

ange has happened and more is likely
en. Are you prepared? Do you hav
9




Part 2: Foundation of a Conservation
Rate Design

ANSI/AWWA G480 Water Conservation Program
peration and Management Standard

“The use of a non-promotional water rate that provides the
inancial incentive for customers to reduce water use.”

omotional water rate structures includ
arginal cost pricing, seasonal
-based rates as defi

What is a Successful
“Conservation” Rate Structure?

alances the needs of the agency and those of the customer

Allocates costs accurately and proportionally
Recovers costs in a stable manner
leets the water needs of the customer

ible” to adapt to changes

“Sustainable”
Rate Design
drought response” T —

10/31/2013
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hat Are the Ramifications of
ate Designs?

ars save more than 2% per year due to conservation,
hella Valley WD Finance Director

we have to raise

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

y of Fairfield Water Official (ot Yo penali
o large ot. You d
«] have a large family aﬁj: wa‘?er users”. Riverside €

_ iginally anticipated, tha's

e | 8l Evanston Now|
The Baily Tribune News % water rate hike on tap

| ity or Whteeterrtes o g frstar.com
Héald News i i T

Mineis American Water secks another
rate hike

water rate Bk

Jackson COUNTY CHRONICLE
i Gemter eyes 71 percent water Tate
inerease

Ramifications of Unsuccessful
Rate Designs

Staff Reductions through
retirements and attrition
allowed for continued
rebate programs




Expectations?

Customer:
« Equitable
* Reasonable

Consistent
Information-orientec
— What s “efficien

— Highlights F

Clear and understandable

What Do Agencies Sell?

10/31/2013



Part 2 Summary:

Rates Should...

+ Balance the needs of the agency & the customer

* Motivate Efficiency for both the Agency & Customer
» Be flexible for changing situations

Be seen as fair, defensible and highlight
responsibilities

hat the agency sells

L/

How Do We Motivate The Masses?

'Part 3: Constructing Successful Rates ‘

- Ask the right questions - Get good data/info - Educate officials 1st

Water Officials? Staff?

“And get us
re-elected.”

‘Save water

10/31/2013
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The Rate Setting Process

STEP 5: ASSESS EFFECTIVENESS IN ADDRESSING
PRICING OBJECTIVES

STEP 4: DESIGN RATE STRUCTURE

Constructing Successful Rates:
Demand Analysis

struct a realistic demand forecast

wn Actual Consumption
weee 1967 SWD forecast
w=== 1973 RIBCO forecast
==== 1980 Complan Forecast Medium
wese 1980 Complan Forecast Medium-Low
=== 1985 Complan Forecast Medum
wene 1993WSP Forecast
wwnn 1997 Revised Forecast
ssss 2001 WSP Forecast
- === 2003 Officlal Forecast
- 2007 WSP Forecast
wese Cument forecast

MM!!SMHM'INIMISISIWIHS'IHIEMMHM.NSM Seattle Public Utlitles 42412

10



Constructing Successful Rates:
Demand Analysis

nderstand drivers of peak demand
ypically irrigation or other seasonal drivers

[ indoor Use M Outdoor Use

\ Maximum Treatment and Transmission Capacity 59 mgd (2007)

Agency Allocations /
Customer Allocations?

dan o Feb o Ma Bpr May  din J Bug Sep Ot Wow o Dec

|-\ndnnr Allocation  Landscape Mlocation =—fe=Total Alocation == Actusl Usage ‘

[ Outdaor Consumption
— Target Gallons
— Weather Adjusted Target

10/31/2013
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Setting Customer Allocations

Indoor Outdoor

(# Residents) (55 gpd) + (ET) (.80) (SF Landscape) (DF) = Water Budget

onsiderations:

WATER.
DISTRCT

151%+ of
Allocation

126 - 150%
of Allocation

Inefficient
Water Use

12



Boulder, CO
Water Budget Allocation

door allocations = 7,000 gal/month (Single-fa
= 5,000 gal/month (Multi-f

oor allocation based on irrigabl

Boulder, CO
Rate Structure

Implemented in January 2007

Use 2013 Charges
(% of water budget) (per kgal)

0-60% $2.3

100%

10/31/2013
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Boulder Water Bill Graphic

Actual Use this month
Water Budget this month
Budget for next month = 14 kgal

@ Actual Use B Water Budget

The Water Waster:

8/10/98 9/09/98 1255 1337

SAGE - LOW VOLUME .480
AGE - CONSERVATION BASE RATE 23  .640

10/31/2013
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RFC KEYINPUTS RESULTS

BT A PENALTY TIER DEFINITION Desaripions | | e e
INDOOR ALLOCATION INPUTS s Z’ o Semice Charges § 43048 430 1%
1B = Indoor Budget, OB = Outdoor Budget Tier1 42718 119 1.19 10%|
GPCD ﬂ m gallons per capita day TIER MULTIPLIERS Tier 2 5437 3.03 3.03 26%
Sie ¥ persons (of Base Rate) Rates Tier3 2,925 3.26 3.26 28%|

Tierl 4 $0.64 Tier4 2,293 511
OUTDOOR ALLOCATION INPUTS Tier 2 j $1.28 TOTAL 14933/ 8 1690 |$ 1179 100%
- Tier 3 m $2.56 Usage by Tiers under Proposed Water Budget o~ )
ET Adjustment Factor| 70 % ﬂ 9% of ET Tier 4 m $5.12 0% 0%
Area Fxcio 7 4 of Total Parcel Avea { o ‘ : o

25% 25%
20% 20%
15% 15%
10% 10%

Base Rate per ccf

~
“’:}’:g"l'y Monthly Usage Comparison M"ﬂt('sliy Bil - Sample Monthly Bill Comparison

% Consumption

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

$60

$50

$ %of TotalBills  percentage of Impacted Bills vs $ Change in Bills
Tmpacted

60%
50%
40%
| 30%
A . e

$30

$20

$10

HTerl  BTier2 BTier 4

Tier3

BService Charge @Tier | ®Tier2  Tier3 MTierd

Recovering “Necessary” (Fixed) Costs?

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

ecover “fixed” costs independent
ater sales
over “fixed” costs in a “service”
and efficiency tiers

okay to lose “variable”

of “demand” analysis

$2.00/ day

0155 150 155 560 15 1) 155 150 19 190 195 240 205 20 0 20

10/31/2013
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Modeling Cost of Service and Allocations

Monthly Bills under Different Scenarios
$180 Usage = 100 % of water budgets or 22 ccf |
e Scenario 1 F/V =75 /25
$140 A
Sio0r] Scenario 2 F/V =25/175
$100 -
$80
560 1
$40
B R s W
$- T T
Scenario 1 Scenario 2 Palmdale (F/V = 60/40) Palmdale Existing Rates
@ Service charge B Water quality surcharge O Elevation surcharge O Tier 1
B Tier 2 O Tier 3 O Tier 4 B Tier 5

Monthly Bills under Different Scenarios

$180 Usage = 68.2 % of water budgets or 15 ccf |
S04 Scenario 1 F/V =75 /25
$140
SO Scenario 2 F/V =25/75
$100
$80 1
$60 1
$40
s B B B =
$ T T T
Scenario 1 Scenario 2 Palmdale (F/V = 60/40) Palmdale Existing Rates
@ Service charge B Water quality surcharge O Elevation surcharge ® Tier 1
B Tier 2 O Tier 3 O Tier 4 B Tier 5

Monthly Bills under Different Scenarios

$180 Usage = 122.7 % of water budgets or 27 ccf |
0 Scenario 1 F/V =75/25
$140
SBhE! Scenario 2 F/V =25/75
$100

$30 1

560 1

$40

=
£ , .

Scenario | Scenario 2 Palmdale (F/V = 60/40) Palmdale Existing Rates
B Service charge B Water quality surcharge O Elevation surcharge B Tier 1

M Tier 2 O Tier 3 O Tier 4 W Tier 5

16
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Part 3 Summary:

Ask the right questions
Use a deliberate process
lake accurate demand

dan Feb o Mar A May  dm W Awg Sep Qb Nov Dec

|-\nu0m Alocation I Landiscape Alocation =t Total Alocation —+— Actusl Usae ‘

i

art 4: Data mr::?::::z::‘jm e -

ndoor demand
# Residents
Efficiency Standard

L R T
”
e,

DISTRICT

17



h’m%
IRIE

Wi
CISTRIT

Meters to Microclimates .

Water Allocations and Targeting

10/31/2013
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Data & The Billing System

Capable billing system is essential

Required capabilities are NOT extreme
Basic mathematics (+, -, X, +)
Careful planning
olve IT department up-front
omer data storage — for retrieval and compariso

etail of Current Charges & Adjustments

Total CCF Total Galons Gl per Day

Water Current 34.00 25,432 847.73
Consumption:

g

g

Efficient Water Use - Tier L 863cd X §1390 18.32
Efficient Water Use - Tier 2 N X §204

Inefficient Water Use - Tier 3 a2ef X 5262 818
Total Water Charge

Riverside Utility Tax

g
g

g

30 Days X $ 0.74600
34of X 40.10500
Fof X 4021000

£

Monthly Use (gallons)

i
Jen Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Total Balance Due $109.05 uWeter Budget  m Metered Use

Part 4 Summary:

Acquire accurate customer data
Compare costs, accuracy and defensibility
del and test different scenarios using
| customer water use in the conte
alized targets for efficiency
idths, efficiency standards, fixed an

Monthly Bills under Different Scenarios
Usage = 68.2 % of water el

Scenario 1 F/V =75/25

Scenario 2 F/V =25 /75

= = =J

Scenario 2 Palmdale (F/V = 60/40) Palmdale Existing Rates
B Water quality surcharge O Elevation surcharge 8 Tier |
O Tier 3 O Tier 4 W Ticr 5

19



art 5: Financial/Rate Design Modeling

B fovatics e i WatrBate Vodel
B o oo
seect e e SRR ot YLWD Customer Impacts = QLABEIEr=auency
Hietve Ve FY2013
iecive Mowh i 15,2012 I .
e x
WARIRE e ADB % CmRevag = =
Srcure k.,
Iy Senice Carges = ko
sa o sam/m sissmo B - .
3 P E
1 51260/mo 72 = Y
112 ss20/m 1 o &
2 s03/m MW S0 HR 5SS SO 6E0 SOSW0 55100 Ofhd L5 1620 25 %50 S0 10120 >20ht
3 ses20/mo e S T
s saze/mo 12
B sws0/mo  2007%
P— sample SFR Monthly Bill ‘Sample SFR Monthly Bills
el o 10 5242 /et < Linchmeterand 20 ncfsoge Linch meterat different uszge levels
Te: o1 x S261 /het 35 B 510
Te: % adakow $348 /bt = s 5180
$10
$100
sewceChage S SPeAR 0% SN 5736 5 50
CmvotiyRaes  S0SGWT SISO 004 33l0sRAd 251 - %0
Toalfes onites  SMID 810573 si0
Cummulative Rev Ad) withou: Pasthiotgh sasson 1% a0 &n
peserrough inreases o Commodiy Rates sarsgzs 1 El °
Ovenlrcrzases sossa a0 50 0
Sevetiage | Carreaiyioes Tomieis Tha | mm | Bra | @ o
Alocation Factors to Teers Base Peaking  Conservation [meurer: EX) ) merent | $6 | @3 | s | sms s
. ot T T |Errpont saw w o e ¢ e ira dee
8% ThS Tier2 1000% 200% 1000% [ impats <o 071 Impecs | 5013 7 Sz | stses  ssa
% LELAGRT  Tier3 52.0% 000% 200% [Cimpacs| 0% FE] Seimpacs| 03 1% 16% B 188
BECEING  Caivisme  63AGhA  RATABIhG 1017155
8 omncdiyRetes Base Peaking Gomsemvaion Suppy & ower Teal
GosofSenice S0 SIS SN SUSED  SAINE
Tees Base Peaking  Cosertion Suppy S%omer  Sup. Suply
Terl  S082/hd 017 /hd S0 /b SLEE /hd SO0 /¢
Te2  QS/hd 03 /hd SOB/hd SIEE Jhd SO0 /n¢
031 /nd 08 /i S0S /net S16% /et

10/31/2013
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Part 5 Summary:

eling any rate design scenario can Qi
agency a picture of what to expec
e implementing any rate chan

Part 6: What to Expect?

10/31/2013
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What Would Customers Choose

curacy
ognizes “their” personal
ation
ds past conservation
enalizes waste)

How important s it to reward water use efficiency by homes
and businesses and to penalize water waste (for example,
with higher water rates for waste)?

1 Extremely Important
B Very Important

1 SomewhatImportant
B NotatallImportant
¥ Don’tKnow.

82.7%
Rewa

What Agencies Say about their
Individualized/Sustainable Rate Design

ater budget rates have stabilized
e, and people now pay attention to
d water waste. The rate structure has
just as it was intended.” - Palmdale

ave reduced use 13%, revenue
6% and we have funding for
rams paid for by water

sts on the
ight

Moulton Niguel WD (after 2.6 yrs
«  87% of customers meet allocation
+ Revenue stable

« New source for “conservation” f

“There’s no negatives to this
cost and PR standpoint IF y
the proper effort.” Charles

Customer Service and P!

Western MWD (after
85% of customer.
© Increased

.

10/31/2013
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CHANGES IN “OVER-BUDGET” WATER USE

Art Meets Science = Results

Science: Results:

Demand Analysis
Customer Data
Customer Allocations
Financial Modeling
Billing System
Upgrade

10/31/2013
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Discussion???

Rick Giardina
303.808.3389
rgiardina@raftelis.com

colorado(-ﬁ
wate

The Voice of the Colorado Water Conservation Community

10/31/2013
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