
Agenda 
 

Public Involvement Committee 
March 4, 2024, | 3:00 – 5:00 
 

3:00 SpeakUp Austin and Question Update – Joseph Gonzales, 
AW Assistant Director, Financial Services  

3:10 Water Allocations – Andy McCartney, Principal Consultant, 
NewGen Strategies and Solutions  
 

4:30 Reuse Strategies and Financial Policies – Joseph 
Gonzales, AW Assistant Director, Financial Services 
 

5:00 Next Meeting – 3/18/2024 - Joseph Gonzales, AW Assistant 
Director, Financial Services  
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Agenda
 SpeakUp Austin and Question Update

 NewGen – Water Cost Allocations

 Reuse Strategy Recap

 Financial Policy Highlights
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Question and Answer Update

 Cost of Service Rate Study link to SpeakUp Austin on Austin Water 
homepage

 Questions and responses posted on SpeakUp Austin
 Question on shared services costs provides links to Excel cost allocation 

models
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NewGen
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DISCUSSION TOPICS
• Revenue Requirement Recap
• Water Cost of Service (COS) Process 
• Revenue Requirement Functionalization

̶ Functions to Cost Pools

• Allocation to Base-Extra Demand Components
• Distribution to Customer Classes
• Draft Water COS Results
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Note: All figures are subject to change. The material contained 
herein is for information and discussion only and does not 
reflect the final results of the study.
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KEY TAKEAWAYS

• The study Test Year is still a work 
in progress.
̶ Future known and measurable 

adjustments will be made

• Certain system and customer 
information is still under review 
and will be updated.
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WATER 
REVENUE 
REQUIREMENTS
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WATER NET 
REVENUE 
REQUIREMENTS 
UNDER
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WATER COST OF SERVICE PROCESS
• Functionalization answers how much money is spent running the system 

and what the money is spent on.
̶ Example: It costs $46.67 million per year to run the system’s treatment facilities.

• Allocation answers why the money is being spent, that is, what are the 
“cost causative components” that drive the need to spend money.
̶ Example: Treatment facilities serve the system’s daily water demands.

• Distribution answers who is causing the costs to be incurred, that is, who is 
contributing (and in what amount) to the total “cost causative 
components” of the system.
̶ Example: Residential customers are responsible for 31.7% of the system’s average 

day water demand.
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SAMPLE WATER COST OF SERVICE PROCESS
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COST FUNCTIONALIZATION

Water Service Functions
Raw Water Retail Meters & Services

Treatment Average Day Watershed Land Purchases

Treatment Facilities LCRA Water Rights

Pump Stations & Booster Stations Customer Service

Pump Stations Power Small Calls

Tanks / Reservoirs Revenue-Based Fixed Charge

Transmission Mains Revenue-Based Volume Charge

Distribution Mains Indirect

Direct Fire Other Meters & Services
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STEP 1A: FUNCTIONALIZATION (IN MILLIONS)
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FUNCTIONS TO COST POOLS

Function Joint Retail 
Only

Watershed 
Land 

Purchases
LCRA Reserve Fund

Raw Water X

Treatment Average Day X

Treatment Facilities X

Pump Stations & Booster Stations X

Pump Stations Power X

Tanks / Reservoirs X

Transmission Mains X
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FUNCTIONS TO COST POOLS

Function Joint Retail 
Only

Watershed 
Land 

Purchases
LCRA Reserve Fund

Distribution Mains X
Direct Fire X
Retail Meters & Services X
Meters & Services X
Watershed Land Purchases X
LCRA Water Rights X
Customer Service X
Small Calls X
Indirect X X X
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STEP 1B: FUNCTIONS TO COST POOLS
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STEP 1C: COST POOL FUNCTIONALIZATION

13



© 2024 NEWGEN STRATEGIES AND SOLUTIONS, LLC

ALLOCATION TO BASE-EXTRA COMPONENTS

Functionalized 
Costs by Cost 

Pool

Base Demand Extra Capacity

Max-Day

Max-Hour

Customer Costs

Customer

Meter

Fire
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BASE-EXTRA ALLOCATION COMPONENTS

Base Demand – Costs associated with meeting average daily water demands.

Max-Day Demand – Costs related to meeting excess average day demand.

Max-Hour Demand – Costs related to meeting excess max-day demands.   

Customer – Costs related with customer service, billing, & collecting. 

Meter – Meter reading and maintenance cost of meters & service lines. 

Fire – Costs associated with public fire protection including hydrants.
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STEP 2: ALLOCATION TO BASE-EXTRA COMPONENTS
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UNITS OF 
SERVICE – 
BASE 
DEMAND
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UNITS OF 
SERVICE – 
MAX-DAY 
DEMAND
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UNITS OF 
SERVICE – 
MAX-HOUR 
DEMAND
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2020© 2024 NEWGEN STRATEGIES AND SOLUTIONS, LLC

UNITS OF 
SERVICE - 
CUSTOMER
Based on equivalent 
meters
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UNITS OF 
SERVICE - 
METER
Based on equivalent 
meters
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UNITS OF 
SERVICE - 
FIRE
Based on equivalent 
meters
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STEP 3: DISTRIBUTION TO CUSTOMER CLASSES
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SUMMARY 
OF UNITS 
OF SERVICE
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DRAFT 
WATER COST 
OF SERVICE 
RESULT
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Note: All 
results are 
subject to 
change. The 
material 
contained 
herein is for 
information 
and discussion 
only and does 
not reflect the 
final results of 
the study.



QUESTIONS?
ANDY MCCARTNEY

ERIC CALLOCCHIA
GRANT RABON
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WATER 
NON-RATE 
REVENUE
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Reuse Strategies



Funding Strategies
Advancing Reuse
 Community Benefit Charge (CBC)

• Add an extra $0.15 per thousand gallons to AW’s CBC to fund reclaimed water system expansion and 
onsite reuse programs

 OWRS Alternative Fee
• Large developments greater than 500 feet from centralized reclaimed will install dual plumbing and pay 

a fee to support reclaimed system expansion in place of implementing OWRS

 Purple Choice and Purple Choice Plus
• Voluntary rate program for AW residential and commercial customers to fund reclaimed system 

expansion and programs

 Excess Usage Fees
• Fees applied when potable water allotments from Water Benchmarking are exceeded
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Key 2024 Activities
Advancing Reuse
March 7: PURPLE PIPE DAY!
 Council considers Code changes for Onsite Water Reuse Systems and Reclaimed Water 

System Connections

 Council considers reauthorizing existing incentive program

 Council considers Community Benefit Charge increase ($0.15 per thousand gallons) 
to fund Reclaimed Water System expansion and Onsite Reuse programs

 Council considers reclaimed water Interlocal Agreement with Travis County.

August
 Budget adoption, including new rates and incentives for reclaimed water system expansion
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Financial Policies



Debt Service Coverage 9

• Indicates the financial margin to meet current debt service with 
current revenues available for debt service

Purpose of Metric

• Debt Service Coverage = 

• (*)Net Revenue = Gross Revenue less Operating Expense

Calculation
Net Revenue (*)

Debt Service Requirement



Debt Service Coverage

AW Financial Policy and Goal:
 Financial Policy: 1.75x
 AW Planning Target: 1.85x
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Days Cash on Hand 11

• Measures an entity’s available resources to meet short-term 
liabilities, particularly in the event of unforeseen hardships or 
difficult operating conditions

Purpose of Metric

• Days Cash on Hand =

• (*)Operating Requirements = O&M expense and other operating 
transfers excludes debt and other transfers. 

Calculation
Operating Cash Balance x 365 days

Operating Requirements (*)



Operating Days Cash on Hand

AW Financial Policy and Goal
 Financial Policy: 180 Days
 AW Planning Target: 245 Days
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Cash Financing of CIP Projects 13

• Measures the degree to which an entity limits debt exposure by 
utilizing cash funding for a significant portion of its’ capital programs

Purpose of Metric

• Cash Financing % =                                                                  X 

• (*)Current Revenue is the transfer from service revenue to fund 
capital projects for the year. 

Calculation
Capital projects funded with Current Revenue (*)

Total Capital Spending
100%



Cash Financing of Capital Program

 AW Financial Policy and Goal:
• Financial Policy: 35% min – 50% max
• AW Planning Target: 35% min – 50% max
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Questions?



 

Aus�n Water 
Approved Financial Policies 

FY 2023-24 
 

1. The term of debt generally shall not exceed the useful life of the asset, and shall not 
generally exceed 30 years. 

2. Capitalized interest shall only be considered during the construction phase of a new 
facility, if the construction period exceeds seven years. The time frame for 
capitalizing interest may be three years but not more than five years.  Council 
approval shall be obtained before proceeding with a financing that includes 
capitalized interest. 

3. Principal repayment delays on revenue bonds shall be one to three years, but shall 
not exceed five years. 

4. Each utility shall maintain a fully funded debt service reserve for its existing revenue 
bond issues and future issues, in accordance with the Combined Utility Systems 
Revenue Bond Covenant. 

5. Debt service coverage of at least 1.75x shall be targeted. 

6. Short-term debt, including tax-exempt commercial paper, shall be used when 
authorized for interim financing of capital projects. The term of short-term debt shall 
not exceed five years.  Commercial paper will be converted to refunding bonds when 
appropriate under economic and business conditions. Total short-term debt shall 
generally not exceed 20% of outstanding long-term debt. 

7. Commercial paper may be used to finance new water and wastewater plants, capital 
expansions, and growth-related projects as well as to finance routine capital 
improvements required for normal business operation. Commercial paper for the 
necessary amount may also be used to finance improvements to comply with local, 
state and federal mandates or regulations. 

8. Capital improvement projects for new water and wastewater treatment plants, capital 
expansions, and growth-related projects that are located in the Drinking Water 
Protection Zone (DWPZ) will be identified and submitted, as part of the annual 
budget process, to the following Boards and Commissions: Water and Wastewater 
Commission, Resource Management Commission, and the Environmental Board. 

These Boards and Commissions will review growth-related DWPZ capital projects 
spending plans, obtain Board and Commission and citizen input, review consistency 
with Imagine Austin Comprehensive Plan, review effect on growth within the DWPZ, 
and make recommendations on project approval for inclusion in Austin Water’s five-
year capital spending plan. 



 

9. Ongoing routine, preventive maintenance should be funded on a pay-as-you-go 
basis. 

10. Capital projects should be financed through a combination of cash, referred to as 
pay-as-you-go financing (equity contributions from current revenues), and debt. An 
equity contribution ratio of at least 35% to 50% is desirable. 

11. Austin Water shall maintain a minimum quick ratio of 1.50 (Current Assets less 
inventory divided by Current Liabilities). Source of information shall be the 
Comprehensive Annual Financial Report. 

12. Austin Water shall maintain operating cash reserves equivalent to a minimum of 180 
days of budgeted operations and maintenance expense. 

13. Revenue generated by Austin Water from Debt Service Coverage requirements 
shall be used for General Fund transfers, capital investment, or other Austin Water 
requirements such as working capital reserve or non-CIP capital. 

14. Austin Water rates shall be designed to generate sufficient revenues to support the 
full cost (direct and indirect) of operations and debt, provide debt service coverage 
and meet other revenue bond covenants, if applicable, and ensure adequate and 
appropriate levels of working capital. 

15. The General Fund Transfer shall not exceed 8.2% of the Austin Water three-year 
average revenues, calculated using the current year estimate at March 31 and the 
previous two years’ actual revenues. 

Revenue collected from the Reserve Fund Surcharge will be included in the General 
Fund Transfer calculation; however, any use or transfer of the reserve fund back 
into the operating fund in the future due to revenue loss will not be included in the 
total revenues to calculate the General Fund Transfer. 

16. A Water Revenue Stability Reserve Fund shall be created and established for the 
purpose of offsetting current year water service revenue shortfalls below budgeted 
revenue levels. 

The target funding level for the Reserve Fund is 120 days of the budgeted water 
operating requirements of Austin Water, which includes operations and 
maintenance and other operating transfers, but excludes debt service and other 
transfers.  In the event that any portion of the Reserve Fund is used, the balance will 
be replenished to the target level within five years. 

Upon creation of the Reserve Fund, the goal to reach the target funding level of 120 
days of budgeted water operating requirements will be no later than five years.  If 
the fund is drawn down prior to reaching the 120 day target during the first five-year 
development period, the reserve fund surcharge shall not be lower than it was during 
the year in which the draw down occurred until such time as the fund reaches its 
120 days of operating costs. 



 

Sources of funding for the Reserve Fund may include a Reserve Fund volumetric 
surcharge charged to all customer classes, operating reserves in excess of 60 days 
of operating requirements, and any available net water service revenue after 
meeting all obligations of Austin Water. 

The City Council must approve all Reserve Fund utilization of funs through a 
separate action during the year.  The Reserve Fund shall only be used to offset a 
current year water service revenue shortfall where actual water service revenue is 
less than the budgeted level by 10% or more.  The maximum use of the Reserve 
Fund in any fiscal year is 50% of the existing balance at the time of request for 
Council action. 

When the target levels of the Reserve Fund are reached, any Reserve Fund 
Surcharge shall be reduced to levels to only maintain the goal of 120 days of 
operating requirement as may be necessitated by changes in budgeted operating 
costs over time. 

All interest earned by the Reserve Fund account shall remain in the Reserve Fund 
in order to offset funding and replenishments requirement and to minimize rat 
impacts for water customers. 
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