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Rate Study Overview

Study Objectives Key Phases

4 Primary objective of study is to analyze
different rate structures and charges,
with particular attention paid to:

* Financial stability

* Equity

* Water conservation

* Storm water management

* Other best management practices

4 Other important considerations include:

* Ratepayer sensitivity

* Economic competitiveness

* Ease of Implementation

* Future System needs

* Affordable housing stock

* Regulatory/water quality concerns

4 PHASE 1

4 Analyzed DEPOGs current r
operating expenses

4 Surveyed water and wastewater utilities from around
the country to benchmark capital/operating budgets
and identify universe of alternative rate structures

4 Met with stakeholder groups to facilitate public input
and understand key concerns

4 PHASE 2

4 Study of potential impacts on revenue, ratepayers
under alternative rate structures
* Fixed rates
* Stormwater rates
* New development charges
* Water conservation rates




Information from the following utilities was collected
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Water/Wastewater Utilities
Atlanta Department of Watershed Management

Baltimore Bureau of Water & Wastewater
Boston Water & Sewer Commission

Buffalo Water Authority

Chicago Department of Water Management
Columbus Public Utilities

Dallas Water Utility

DC Water and Sewer Authority

Detroit Water and Sewerage Department (DWSD)
Glendale Water and Wastewater Utilities
Greensboro Water

Houston Water/Wastewater Utility

Irvine Ranch Water District

Jacksonville (JEA Water and Wastewater Utility)
Kansas City Water Services Department

Miami-Dade County Water and Sewer Department
(WASD)

New Orleans Sewerage & Water Board
Newark Department of Water & Sewer Ultilities
Niagara Falls Water Board

Oakland / East Bay Municipal Utility District
Orlando Utilities Commission

Philadelphia Water Department

Phoenix Water Services Department
Pittsburgh Water and Sewer Authority

San Antonio Water System

San Francisco Public Utilities Commission
Seattle Public Utilities

St. Louis Water and Wastewater Department

Washington Sanitary Suburban Commission (WSSC)

To o To To To Do Do Bo o Do o To To Do Do Do o To Do Do Do Do o Io Do Do Do

Water Utilities
Cleveland Division of Water

Denver Water

Greater Cincinnati Water Works

Honolulu Board of Water Supply
Indianapolis Water

Las Vegas Valley Water District

Los Angeles Department of Water & Power
Louisville Water Company

Metropolitan Water District (MWD) of Southern California
Milwaukee Water Works

Portland Water Bureau

San Diego County Water Authority

San Diego Water Department

San Jose Municipal Water System
Southern Nevada Water Authority

Suffolk County (NY) Water Authority

Utica (Mohawk Valley Water Authority)

Wastewater Utilities
Chicago Metropolitan Water Reclamation Department

Cleveland Northeast Regional Sewer District

Denver Wastewater Management Division

Honolulu ENV (Department of Environmental Services)
Las Vegas / Clark County Water Reclamation District
Los Angeles Bureau of Sanitation

Louisville / Jefferson County Metropolitan Sewer District
Milwaukee Metropolitan Sewer District

San Diego Metropolitan Wastewater Department

26 UTITLITIES SHOWN IN RED WERE SURVEYED AND
PROVIDED MODERATE TO SIGNIFICANT INFORMATION. For

other 29 utilities, available reports were reviewed. 3



Phase |: Financial Benchmarking



Overview NYCDEP Budget



DEP FY 609 and
service
m $18,300,000 0 $18,000,000
0.7% 0.7%
| $30,276,000 0%$21,446,371
1.2% 0.9%
O $37,842,000
1.5% m1,082,311,629

@ $90,000,000 43%

4%

0 $178,600,000
7%

W $1,037,200,000
41%

FYQ9 Budget ($2.51 B)

Note: Trust account withdrawal of $66M is not reflected
in the FY09 budget presented herein.

FY 014 budget br eakd
m $18,3000,000 _1 H.$9,000,000
0.5% 0.2%
| $36,753,000
1% 0%$12,478,552 ,
0 $37,842,000 0.3%
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@ $100,000,000 ) ) )
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0 $301,600,000

8%

W $1,790,800,000
50%

B Total DEP Utility O&M
B Debt Service

O Rental Payment to the City
B PAYGO

O Direct City Expenses

B Authority Expenses

B Indirect Expenses

O Board Expenses

O Other

FY14 Budget ($3.61 B)



NYCDEP Operating Budget and Comparison to
other Cities



DEPOs

Law Dept./Data Center/Transportation Dept.

Expenditure Cost Category

Board Expenses

Fire Dept. Hydrant Inspections PS
Intra-City Purchases

Other Misc. Expenses
Judgements and Claims

Vehicles and Equipment Purchases
Water Finance Authority Expenses
City Indirect Costs

Supplies & Materials

Leases, Equipment Rentals

Fuel Oil, Gasoline

Street Cleaning

Maintenance and Other Senices
Biosolid Disposal Contracts
Chemicals

Contracts

Heat, Light and Power

Upstate Taxes

Fringe Benefits at 45%

Salaries and Wages

Source: Booz Allen analysis

t ot al

operating expenditures
and fringe benefits make up a significant portion of this amount

4

4

Salaries, wages and fringe benefits amount to over
40% of the operating budget

City indirect costs include the allocated costs of the City

offices and agencies that provide management and
supportservices-such as OMB, Comptr ol
Law Department, Financial Information Services

Agency, and City-wide Administration Services

Amounts shown do not include City Rental Payment
(including general obligation debt service) of $178.6-
million in 2009
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Commitment Percentage

The share of

DEPGOs budget all ocated

materials is consistent with other large utilities

Water/Wastewater Utilities
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Wastewater
Water Utilities Utilities
$210 $66 $114 $124 $159 $130 $288 $50 $374 $115 4 DEP budget

I shares are
within a 2 to
3% variation of
the average
combined
water/

wastewater
utilities.

4 \Wastewater
personal
service costs
are, on
average, 8 to
10% higher
than water

Notes: nersonal

1. Dollar amounts shown are in millions. rvice costs.

2. iOt her o category includes property taxes
contractual services, judgments & claims, rentals/leases, equipment,

reimbursements, PILOT, and other expenses.

3. A significant portion of Bostonés costs
contained in the wholesale treatment costs of MWRA, which are included as

i Ot her o

Boston (2007)
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San Francisco (2007)
Portland (2009)

San Diego (2009)
Las Vegas (2007)
Chicago (2009)
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DEP expends approximately 80% of its annual operating budget on direct
water, wastewater, and stormwater operations
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1. Combination of Detroit Water and Detroit Wastewater.
2. San Diego has no separate treatment allocation for wastewater
3.

Detroitdés CSO control
control is included in wastewater collection.

Wastewater Utilities

Detroit (2006)

basi

ns
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O Other

B Water Distribution

B Water Treatment

B \Wastewater Collection

B Wastewater Treatment

St. Louis (2007)
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4 Other category generally
includes customer service,
indirects and general
support, planning and
engineering
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Labor Index

Labor construction costs, one variable for evaluating future costs, are
relatively high in New York City

250 A
New York City
200 - San Francisco
oston
Detroit
] _—-———Average
e - Chicago
e ————— Philadelphia
| _ _
100 5 Miami
1 /
50 H
0 1 1 1 1 1 1 1 1
1999 2000 2001 2002 2003 2004 2005 2006 2007

4 On average, since 1999 nationwide inflation (based on RS Means Historical Cost Index)
has been running at 4.7% per year.

4 Regionally, labor costs are 64.5% higher and material costs are 5.3% higher in NY
compared to the RS Means 30-city average.

Source: RS Means, Booz Allen analyses
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Hourly Earnings ($)

Labor costs for government workers are also higher in New York than in
most other areas

34 San Francisco
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Source: U.S. Department of Labor, Booz Allen analyses
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NYCDEP Capital Budget and Comparison to other
Cities

13



DEP projects its capital budget requirements annually; budget
decreases from $3.3B in 2009 to $1.2B by 2019; however, later years
may increase due to yet undetermined mandates

3.3B
¥ T 100%

- Percent of CIP Mandated

T 75%

$1.9B $1.9B

T 50%

&+
[
]

CIP Amounts by Type
(in billions)
8

T 25%

- 0%

8 MANDATED B DEPENDABILITY OSTATE OF GOOD REPAIR BBWSO ®ALLOTHER

Notes:
1. FY09-FY19 amounts and categories are from DEP Capital Improvement Plan as approved in November 2008.

2. Future Annual CIP revisions may cause changes to what is presented above.

% of CIP Mandated
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Analyzing annual capital budget by function may allow improved
understanding of cost drivers

= Debt Service as Percentage of Annual Budget
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1. FY09-FY19 amounts are from DEP Capital Improvement Plan as approved in November 2008.
2. Future Annual CIP revisions may cause changes to what is presented above.
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Percent of CIP

Capital replacement costs as a percentage of total CIP are also
consistent with other utilities

Replacement as a percentage of CIP

Water/Wastewater Water Wastewater
100% Utilities Utilities Utilities
90%
80% 4 CIP percentages shown are
of 5-year, 10-year, or 11-year
70%

plans depending on the utility
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30%
20%
10%

0%

Notes:

* Value for NYC based on budget for State of
Good Repair (SOGR) and portion of BWSO
projects identified in current CIP. Other cities
shown are for their current CIP.

** Estimated percentage provided by utility
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Capital commitments associated with mandates are somewhat high compared
to other combined water/wastewater utilities, but close to average
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4 CIP percentages shown
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Notes:

* Value for NYC based on
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identified in current CIP. Other
cities shown are for their current
CIP.

** Estimated percentage
provided by utility
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NYCDEP Rate Structure, Revenues, and
Comparison to other Cities
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New York Citydos Rate Structure

4 Rates are set to cover the system's expenses each year, which include cost of treatment,
transmission and distribution, and state of good repair.

I Debt Serviceon revenue bonds issued to finance City
I Operations & Maintenance expenses
I Rental payment to City pursuant to Lease

4 Most NYC properties are charged a uniform water rate of $2.61 per 100 cubic feet of consumption
($0.003 per gallon).

I Wastewater charges are levied at 159% of water charges ($4.14 per 100 cubic feet; $0.004 per
gallon). This charge also accounts for stormwater services.

4 About 6% of all properties (mostly multi-family residential), which account for 30% of revenue, are
bill ed on the basis of a seriinecd udfi nfgi:x & dc e fwri art t
street frontage; the number of families; building fixtures and other measures.

i In recognition of importance of affordable housing, DEP has extended frontage for ~ 40k since
beginning of metering program in 1992, and is working with Water Board to extend again

I Some buildings are also part of Multifamily Conservation Program, and are billed at a flat rate
if they comply with specific conservation measures

4 Per State Law, some non-profits are also granted partial exemption from water/sewer
charges, though they must still be metered

19
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Residential water/wastewater charges in New York City are relatively low
compared to other large U.S. cities surveyed

New York Cityobs]lresidenti al
are 14% below the average for
24 large U.S. cities surveyed
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Commercial water/wastewater charges in New York City are about
average compared to other large U.S. cities surveyed

large U.S. cities surveyed

New York Cityos
are 7% below the average for 24

clommer ci

$16,204

$20,000 T
o $15,000 1
9 L
) -
— @© _
8 £ i
S 1 $10.000 7 Surveyed Cities $6,994 N
e "'_J | Average Annual Rate:$7,518 o 01
ECS [ E——
SE_ | I
o £ 35000 453717 H H H
o~ !
) H
~
$0 T T T T T T T T T T T T T T T T T T T 1
S 2 8 £ § 2 2 8 £ 58 =2 8 8% ¢ 506 % &2 E g o5 ¢
3 3 8 : 2 E S 5520 8¢ fzo gz s g os
i . 02 ¢ £ = ¢ 2 0 g x ¢ 5 § & ¢ L 5 =2 ¢ @ %
(@) = ] H < @© @© X — < o ) I e} b © T 2 ©
2 S = c m (2] Q @) = « = (@]
© s g g ) O = > 0 T T8
I= 3 8 > o @ e o c
z - = = 5
@ 3 @
Z =

Note: Water rates reflect data received as of March 2008.
NYC Water Board increased rates by 14.5% effective July
1, 2008. Values above are based on an average annual
commercial facility consumption of 1 million gallons per
year and the average of 10

O 2008 Average Commercial Rates

and

20 meters.

Source: Amawalk, 2008

22



Industrial water/wastewater charges in New York City are relatively equal
to the average of other large U.S. cities

New York Cityobs i
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r surveye
$1,636K
0
&g
c
T £ :
‘S o $1,000,000 ¢
o U Surveyed Cities
= © Average Annual Rate:$696K $699K
= C
o S
S [$371K
I I
s 2 £ 3§ 2 £ ¢ 5 8% 22828658632 E§ 5 oC
S o) 0 c < =4 S —_ = = 4 =} S
§ 3 83 3 82 £ g S 28§ EO0gedos g & g s
6 & & S < g% ° §2 2356 2 & 8% ¢ g 8 3 5 @ <
w5 S ¢ =z o " S = O O o s = O L
@ 8 ?
Z = Source: Amawalk, 2008
Note: Water rates reflect data received as of March 2008. B 2008 Average Industrial Rat
NYC Water Board increased rates by 14.5% effective July 1, erage ‘ndusina’ rates
2008. Values above are based on an average annual
industrial facility consumption of 100 million gallons per year
and the average cost of a 60 and 80 meter. 23

nd



DEP has a lower revenue per capita compared to other combined
water/wastewater utilities
4 Only Dallas has a lower standard

residential water/wastewater charge,
1.1% lower, compared to NYC but still

Philadelphia 213 has a higher revenue per capita rate.
. 4 A general correlation can be observed
New York City 213 between the size of the served population
Phoenix 288 and the revenue received per capita.
Larger utilities tend to reveal a lower
Dallas 371 overall annual revenue per capita partially
Pittsburgh | 421 due to economies of scale.
Boston | 462
Niagara Falls | 470 LEGEND
O <1 million population
San Francisco | 527 Pop
B >1 million population
Washington DC | 568
Seattle | 604
Detroit | 663
0 100 200 300 400 500 600 700

Annual Revenue Per Capita Notes:
1. NYC revenue is $2.54B with a total

population of 9.3M.
2. Values shown are from the most
Source: Booz Allen analysis recently closed FY for each utility
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Survey of other large cities reveals a wide diversity of revenue sources for

water and wastewater utilities
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3. Remaining 5% of NYC revenue comes from interest earnings,
wholesale customers, and miscellaneous fees

4. Chicago Water provides both water treatment and distribution as well
as wastewater collection services.

B Water/Wastewater Charges O Fire Protection Fees
B New Development Charges B Ad Valorem Taxes
O Other
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Revenue from W/WW/SW

Municipality Charges
Detroit (W/WW) 98.9%
Pittsburgh (W/WW) 98.6%
Philadelphia (W/WW) 97.5%
IChicago Water (W/WW) 97.4%
Dallas (W/WW) 96.9%
New York City (W/WW) 94.9%
Boston (W/WW) 94.1%
ISan Francisco (W/\WW) 92.5%
Niagara Falls (W/WW) 86.6%
Seattle (W/WW) 84.9%
Miami (W/WW) 82.2%
Phoenix (W/WW) 75.1%

DCWASA iW/\NW/SWi 75.1%

Los Angeles DWP (W) 95.7%
Cleveland (W) 93.0%
Cincinnati (W) 92.0%
San Diego (W) 90.3%
Louisville (W) 87.2%
Utica (W) 85.6%
Denver Water (W) 82.3%

Milwaukee Water Works iWi 81.4%

Los Angeles Water Works (WW) 95.6%
ISan Diego (WW) 89.5%
Las Vegas/ Clark County (WW) 66.3%
IChicago MWRD (WW/SW) 10.2%

DEP is highly reliant on revenues from user charges however water and
wastewater charges

4 Most utilities recover greater than

85-percent of their revenues from
user charges

Other key revenue sources
outside of rates, by other utilities,
include sales to wholesale
customers, new development
charges, and fire protection fees

Low rate recovery for Chicago
MWRD is due to reliance on
revenues from the general fund
(taxes), nearly 78%

Source: Booz Allen analysis

26



Most major utilities, utilizing AMR, bill customers on a monthly or a more

frequent basis

900
800 | NYC DEP
700
Los Angeles
o 600 |
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e 2 : Cleveland
R Phoenix
g =
c —
- F—
3
200 |
_

100 Washington, DC

T T
Monthly Bi-Monthly Quarterly

Billing Frequency for Residential Accounts

Source: Booz Allen analysis

4 Automatic meter reading
(AMR) allows more frequent
billing to be performed

4 DEP is currently initiating its
AMR program

4 AMR allows more flexibility
for rate structures (e.qg.
drought pricing, etc.)

@D Using AMR
-Just beginning to use AMR

@D ot Using AMR
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Affordable Housing programs correlate with utilities that have high
revenues per capita (e.g. SF, DC, Seattle and Detroit)

Administration

Non-

Low

Type of Affordable Housing

Funds/

Criteria/

Utility ~ Utility Income Elderly  Other Discounts Process Participants
Cleveland X X X 0.5% of utility funds 2,000
Dallas X (ST)
Detroit X X Annual income<150% of FPV | 800 since
for family of 4 2003
Los Angeles X X 31% discount on first 9hcf of Annual income < $43.2k for 50,000
sewage/month; funded family of 4
through low income surcharge
on other customers, approx.
$7.5Mlyr
Miami X X $500k for 2008/09 Annual income <$26.7k
Philadelphia X 25% discount; also applies to
charities, churches, non profit
hospitals, schools and
universities
San Francisco X X Annual income <175% of 6,643
Q) (SFH) FPV
San Francisco X X Selected by Malgdr é6s O
(2) (NP/MEH) Housing
San Francisco X X (BH) Voluntary 30
(3)
Seattle (1) X X X (D/B) 70% of state median income
Seattle (2) X Annual income <20% of FPV
Washington (1) X X Funded through contributions 200/yr
Washington (2) X X Discount of 400cf/month; max Max. 5,500/yr
of $84/yr; funded directly from
revenues, approx. $1M/yr

LEGEND
X1 applies
BH i boarding houses

FPV i Federal poverty level
NP/MFH i non-profit multi-family
housing

D/B i disabled/blind SFH 1 single family household

ST 1 short-term

Source: Booz Allen analysis
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Survey of affordability programs reveals some common practices used
within the water industry

4 In recent years, the use of low income and other affordability programs by
water utilities have increased significantly. Programs may offer direct
discounts to customers or solicit voluntary contributions for assistance.

4 As evident from the Phase 1 survey, affordable housing programs are
typically not administered by the utility organization, rather through another
government or outside social services agency.

4 The NYC Water Board is prohibited from offering free service except for
limited categories of exemptions (e.g., non-profit charitable or religious
institutions).

4 The Board currently offers one assistance program referred to as the Multi-
family Conservation Program (MCP). Under MCP, owners of housing
consisting of six or more dwelling units are offered a fixed charge per dwelling
unit in lieu of metered billing. Owners are required to cooperate on
conservation efforts and invest in low-flow plumbing and fixtures.
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NYCDEP Financing Mechanisms and Comparison
to other Cities
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New York City relies heavily on proceeds of debt to finance capital
improvements

100% ~ B[] l I I ] . O Other
> I || I |  BTaxRevenue
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& 75% [ ] B Grants
@)
3 —_— 8 New development charges
o
O 50% - | O Cash (PAYGO)
©
© O Proceeds of debt based on
e SRF (in Boston, MWRA loans)
25% - B Proceeds of debt based on
Water & Wastewater Utilities Water Utilities Wastewater bond issuance
HNERNENNEE BRERN wuw
0% Ll New York City Sources of Financing
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=3 512 E E ® =2 8 S = 9 S G g < budgeted for FY08 and FYQ9,
S olo c 8 = « SR no deposits were made.
5SE & . 5
L | L ; ©
> > For FY10, New York City has
O|O| Notes: budgeted:
X | X 1. Data for cities other than New York are based on average of approved CIPs.
o|o 2. Chicago Water (includes wastewater collection service) derives the majority of 84% Proceeds of debt based
;’ > its revenues from user charges; Chicago MWRD derives the majority of its on bond issuance
> % revenues fron1 ad valorem t_axes. _ 12% Proceeds of debt based
2|z 3.60t her6 funding category includes mun|C|panSF€Fo|0an i butions
from the proceeds of debt or cash (29% for Washington DC, 8% for Miami).
4% PAYGO
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As a resul t | NYCOs debt service as
than average
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31%

As Percentage of
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Debt Service as
Percentage of Annual Revenue
N w
o o
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Notes: Water/Wastewater Utilities Water Utilities Wastewater Utilities

1. Values shown are based on current budgets
2. Value for NYC includes general obligation debt service

Source: Booz Allen analysis 32



List of alternative financing options include sources of revenue other than

debt

Alternative

Financing Techniques

Considerations

PAYGO

Description

Uses annual revenue or other available
cash to pay directly for capital
improvements

A Reduces the amount to be raised through debt, thus reducing debt
service in the future

A Enhances liquidity i amount can be reduced to provide cash for other
uses in the event of a shortfall

A If dollars are raised through customer payments, current customers
are paying for long-term assets

Proceeds of Bonds

Bonds are sold with principal and
interest to be paid through revenues of
the system

AAut horityodés high credit ratings
competitive rates

A Long-term repayment of the bonds enables both current and future
users of the system to pay their share

State Revolving Fund (SRF)
Debt

Bonds are sold with principal and
interest to be paid through revenues of
the system

A Subsidized interest rate on SRF debt results in lower interest costs
compared to Authority bonds
A NYC is already at the limit of what the SRF can offer

New Development Charges
or Impact Fees

Charges to property developers to cover
the cost of their impact on the system or
their cost of buying-in to the system

A Provides source of construction cash for PAYGO and/or debt service
A Typically adds a modest amount to development cost
A Current economic downturn

Tax Revenue

Use of property tax, sales tax or other
tax revenue to subsidize water and
sewer rates

A Used by Atlanta (1 cent sales tax) and Chicago (property taxes) but it
is generally not used

A Raises equity questions i the dollars charged for taxes may have no
relationship to water/sewer use
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DEP Intergovernmental Transfers (IGTs) and
Comparison to other Cities
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NYC intergovernmental fund transfers are average (5-10% of revenue),

when compared with other cities

IGT Payment from
Utility to City/County

. Utility transfer payment to City/County

[] NYC net payment (Rental Payment plus Direct/Indirect
Costs minus General Obligation Debt Service)

[l utility consumption charge to other agencies

[[] water consumption charge to other city agencies

No payment
*

*k

Notes:
* Unknown value. Utility acknowledged the city pays for services but no dollar amount was specified.
** Data not available

-10 5 0 5
Percentage of Annual Total Revenue

IGT Payment from
City/County to Utility

San Francisco (W/WW)
Philladelphia (W/WW)
Boston (W/WW)

San Diego (W)

Detroit (W/WW)
Cleweland (W)

Seattle (W/WW)
Washington DC (W/WW)
Los Angeles (W)
Pittsburgh (W/WW)
New York City (W/WW)
Utica (W)

Dallas (W/WW)
Louisville (W)

Los Angeles (WW)
Milwaukee (W)



When city services are deducted, DEP payments are even lower relative

to the average

Net IGT from Utility to City/County

Net transfer between Utility and City/County

NYC net payment (Rental Payment plus
Direct/Indirect Costs minus General Obligation Debt
Service minus water charges from City)

*%

*kk |

*%
-30 -25 -20 -15 -10 -5 0
Footnotes:
* Payments from Boston & San Diego to Utili
** Value does not include deduction for ut i

provide this information or value was unknown.
*** | ouisville is not charged for water consumption by the Utility.

ty
[

Boston (W/WW) «

San Diego (W) *

San Francisco (W/WW)
Philladelphia (W/WW)
Washington DC (W/WW)
Detroit (W/WW)

Seattle (W/WW)
Cleweland (W)

New York City (W/WW)
Los Angeles (W)

Utica (W)

Pittsburgh (W/WW)
Dallas (W/WW)
Louisville (W)

Los Angeles (WW)

Milwaukee (W)

exceed
tybs

Ut il iti
consumpti o



In fact, DEP receives more services in return than most other utilities

surveyed

New York City

Niagara Falls

. )
= = < (0] 1%}
5 24 |3 AR sl o|e
e 8|8 |2 g8 |5 o |2 5
= c = =[5 ]|= - |s|2(a]lE|2 c 4
= | g mEfo |8 |e 215 (2|2 @ > >
S - — |9 @ s [®B | |= 5 © c
< |T Z ccle |2 o|low |[= >|12 1L o~ [}
= S n b o o |X £ c o Q = > © = © — 0 >
o C O o) 8 Ss|lc|lo |2 |5 | S | = |2 a|?h (= o )
c |88z [Elc|28|cs|c|3|S|SE[(E(E(= |5|8|E|ls |22 foe
Governance a S8 leE(cs|E2|e|l=(2|9[5 (5|52 |8|8|=|e([35= 5
s |55 @|c|cs|ae|(s|T|8[(3|2|8(8|8 |s|5(|8(s|3F .
Structure Elaonal<|Z|[oo|(ZT|>|a|lals |t |3 [H|d|H|0|>E B
Enterprise funded by
City of Dallas X X X | x | x X X | x | x X [ x [ x $57.000 | 12.2%
Public authority X $9.650 | 6.8%
System leased from
City; independent
Water Board & RP RP
Authority RP|RP A A A A A A @ @ A RP| $178.900 | 7.0%
Independent Water
Authority X X x | x X $19.300 | 5.9%
Department of city's
public utilites group | x | x | x | x X X x | $19.000| 5.1%
System owned by
independent water
board; independent
authority X X X X X $0.700 | 2.8%
Independent
commission X X X X X $3.010| 1.1%

Boston

Department of public

San Francisco utilities commission

Component of city

Milwaukee department

$3.500

$17.500

0.8%

25.2%

Municipally-owned

Louisville corporation

$18.300

12.5%

System owned by

independent water

board; independent
authority

$4.700

11.5%

System owned by
independent water
board; independent

Utica authority

$1.560

8.3%

Cleveland City agency

$10.500

4.0%

Department of city's
public utilities group

San Diego

Los Angeles City bureau

$5.000
$74.000

LEGEND
X = Service provided

Az Direct / indirect cost
RP = Rental Payment

Breakdown of New York City
transfer amounts:

ental Payment $178.6 M
ADirect/Indirect Costs
$56.2 M

ess General Obligation
Debt Service $55.9 M

Notes

1 New York City underwrites
the portion of tort claims
exceeding 5% of prior year
revenues. This helps the
Board avoid the need to
purchase catastrophic
insurance coverage, helping
to minimize costs and rates.
It also minimizes the risk of a
rate increase to cover
unexpected tort costs not
covered by insurance.

2 New York City also provides
liquidity for construction
payments i it first pays
contractors and vendors and
is then reimbursed from
capital funds.
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Methodologies vary for computing transfer payments made by water
utilities to cover the costs of municipal services

Alternative

City-Determined
PILOT (Payment
In Lieu of Taxes)

Description

4 Specific payment determined by municipality in consideration
of tax waiver; may or may not be based on cost study (e.g.,
Washington D.C., Buffalo, Dallas)

4 Dallas - PILOT formula (assets in city times tax rate) and
Street Rental (4% of operational revenue); indirects are provided
based on cost studies performed every 1-2 years

Considerations

4 May be set by the City without cost
basis (e.g., Washington D.C.)

4 May be based on a formula (e.g.,
Utica)

4 Non formula-based results may result
in increases that are less predictable

Percentage of
Utility Revenues

4 A percentage of operating revenue is paid to the City (e.g., Los
Angeles)

4 Easy to understand

4 Incremental revenue increases lead to
increased payments

Dividend to the
City

4 A percentage of net income is paid to the City (e.g., Louisville)
4 Could also be based on asset value

4 Louisville - Payment of dividend computed as 60% of net
income available for distribution. Net income available for
distribution is computed as net income less bond principal
payments made during the year.

4 Requires clear definition of method of
calculation

4 Dividend is not as commonly used as
other techniques

Reimbursement
of Municipal
Costs for
Services
Provided

4 Based on actual and/or estimated costs of providing services
(e.g., Boston)

4 Milwaukee - Milwaukee Water Works itemizes each of the
costs of city services. In 2007, this amounted to $17.5 million,
excluding the cost of administration and fringe benefits, which
are also paid by the City.

4 Methodology that most likely reflects
the actual direct costs of the city in
supporting the utility

4 Not necessarily as simple as other
methods - implies the need to keep
records to show cost of service

4 Provides no compensation for risks
undertaken by the city in supporting the
utility
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I Phase II: Evaluation of Alternative Rate Structures
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I Introduction
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Alternative Rate Structures Evaluated

4 Based on survey responses, DEP identified four alternative rate structures, all of which meet
the following criteria:

4 Commonly and successfully employed by other municipalities

4 Potential for increased revenue generation or stability, customer equity, resource
conservation

4 The four alternative rate structures DEP identified are:

Fixed charges

Separate Stormwater Charges

New Development Charges

Water Conservation Charges
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Rate Study Objectives

4 In light of rising capital costs, increasing rates and anticipated future needs, the primary objective
of DEPG6s study is to analyze different rate st
their effect on:

Financial stability

Equity

Water conservation

Storm water management

Other best management practices

4 Other important considerations include:

Ratepayer sensitivity

Economic competitiveness

Ease of Implementation (Internally/Publicly)
Future System needs

Affordable housing stock

Regulatory/water quality concerns
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Ratepayer and Revenue Impacts Evaluated by 17 Customer Classes

Land use Classification
1. Tax Class 1 - One Family
Dwellings

FY2009 Stormwater Rate Alternatives Analysis - Charges Per BBL

Alternative 1 Alternative 2 Alternative 3

New

Water/ % Change
Stormwater Sewer VS.
Amount ($) Bill ($) Current

New

Water/ % Change
Stormwater Sewer VS.
Amount ($) Bill ($) Current

Reduction New
in Sewer Water/
Charges Stormwater Sewer

(3)

Current
Water/Se
wer Bill

)

No. of
BBLs

% Change
Amount ($) Bill ($) vs. Current

P. Tax Class 1 - Other (Two-
Three Family some
Wwistores)

3. Multi-Family Buildings

4. Mixed Residential &
Commercial Buildings

5. Residential Institutions

6. Hotels

7. Hospitals And Health

8. Public Facilities &
Institutions

9. Educational Structures

10. Parking Facilities

11. Industrial &
Manufacturing Buildings

12. Stores

13. Office Buildings

14. Open Space & Outdoor
Recreation

15. Transportation & Utility

16. Vacant Land

17. Miscellaneous
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Alternative Rate Structures: Considerations

A Legal considerations include:

Legal Aié the Board will not furnish or su
furnished of supplied any product, use or service of the

System, free of charge (or at a nominal charge) to any

person, firm or corporation, public
(Financing Agreement)

AiThe city, and any state agency sha
same fees, rates, rents or other charges under the same
conditions as other users of such water system or
sewerage system, or both, as the ca
Public Authorities Law)

A Assess the how implementation dovetails with new billing
system and AMR rollout

Administrative A Additional data needs

A Customer education

A Phase in/rollout: Philadelphia studied stormwater rate for
several years and then did a phase in over 3 years.
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I Fixed Charges
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Fixed Charges: Commonly Used by Water and Electric Utilities

NYC Customers Currently See Fixed Charges on Electric Bills

4 Sample bill for DC WASA

residential customer

Meter Read
Information

Bill
Summary
/ Information
Service Address Billing Summary
5000 OVERLOOK AVENUE, SW Billing Date 12/04/07
WASHINGTON, DC 20032 Previous Balance $21.87
b Payments as of 12/03/07 - Thank you $21.87CR
Pﬁ IR .’ Account Number 0011111-2 Late Fees From Prior Balance $0.00
LLg | a7y Balance Forward $0.00
Total Current Charges/Adjustments $38.00
Customer Service (202) 354-3600
Senvicio Al Cliente (202) 354-3600 Total Amount Due - Please Pay by 12/31/07 $38.00
Emergencies (202) 612-3400
Meter Number | Prior Read | Current Read | Number Of Prior Read | Current Read Usage Usage Read Type Usage in
Date Date Days (CCF) (Gallons) 11
12346678 | 10/30/07 11/29/07 30 105 11 6 4,488 ACT Gallons

Fixed charges make up 5%
of this bill.

Metering Fee ) nl How

Water Services 6 CCF x $2.14
Sewer Services 6 CCF x $3.23

OTHER CHARGES AND CREDITS

DC Govemment Right of Way Fee 6 CCF x $ .47
DC Govemment - Stormwater Fee

SPLASH Contribution

TOTAL CURRENT CHARGES

TOTAL CURRENT CHARGES AND ADJUSTMENTS $38.00

$1284 |
$1938 ||«

IMPORTANT MESSAGES

$2.82
$0.58
$0.37

$38.00

CCF

Historical Usage

oOWw o wviN

mmimini

ASONDJFMAMJUJA

Month

ik X

Important
Bill
Messages

Usage

Graph
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Why Explore a Fixed Charge for NYC?

Most large water utilities surveyed utilized some

form of fixed charge as part of their rate
structure.

Provides a more predictable revenue stream

\
\ Fixed costs Move to
Capital Costs increasing as decouple
Rising % of revenue rates (fixed
requirements and variable)

than consumption-based charge under
decreased consumption

I fixed costs as a share
increases.

Utility fixed costs, particularly capital costs,
are rising independent of customer use

Banks and mortgage companies may be more
able to escrow fixed payments.

% of Replacement Need

Projected Annual Replacement Need For T&D
(transmission and distribution)

2.50%

2.00%

1.50%

1.00%

0.50% -

0.00%
2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050

Year
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WHY CONSIDER A FIXED CHARGE? NYC simultaneously instituted
consumption-based billing and major conservation programs, resulting in loss
of revenues

Water Demand (MGD)

Average Daily
Consumption
(MGD)
1,600 8.5 2005: 1,108
="==\Nater Demand (MGD) === Population 2006: 1,069
/ 2007: 1,114
1,500 1 Y 7 P ey v ey ey erer e | 8.0 2008: 1,083
/ | “"‘l Y .
......... / / \ / | P FY09: 1,039
"""""""""" = 3
1,400 - / f EHERRE ACPRER AR KR R A PRI ACHCE
/ ‘-" I | ’é\
PN | \ { r 7.5
V ’ \ | | =
\ | ! 2
1,300 1 o, AT AT i £ Consumption-
| j ! 5 based billing
! 3’ \ : 1102 implemented
« | ! o i
(1710] 4. U AN SN S [ N [ O ATREEDR SERLL R G simultaneously
! | \ ; with decline in
| | consumption
| ' 165
1,100 - / \ ; ‘-1\/-\-- -
<! 1966: 1,045 MGD | \
1,000 T T T T T T T T T 6.0
1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010
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Other Utilities Recover 2 to 25% of Costs via Fixed Charges
Most Often Reflecting Billing, Meter Reading or Capital Costs

DC WASA (W/WW)
Denver (W)
Cleveland (W)

Dallas (W/WW)
San Francisco (W/WW)

San Diego (WW)
Louisville (W)
Philadelphia (W)

San Diego (W)
Kansas City (W/WW)

0 5 10 15 20 25

A California study shows that as long as fixed charge is no greater than 30%,
conservation is still encouraged.
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Fixed Cost Components of NYC Water and Wastewater Budget

FYO09
IComponent Percent Cumulative Percent
ICustomer Service-Meter reading, 2.2% 2.2%
billing and collections, meter maintenance
and repair
lUpstate Taxes 4.3% 6.5%
Indirect Costs paid to the City 0.7% 7.2%
IDebt Service 41% 48.2%

Many personnel related costs can also be considered fixed.

50



Assuming a 5% drop in consumption, a 25% fixed charge would help
Improve long term revenue stability

$4 -
-$126M -113M -$94M
(3.5%) (3.1%) (2.6%)
$3 -
$2 -

O Consumption-based Revenue from
Metered Customers

Revenue ($ Billions)

O Fixed Revenue from Metered
Customers

B City/HHC Revenues

s1 4 N . I .

O Frontage Revenues

$- T T T 1

No Drop-Current Drop-Current Drop Under 10%  Drop Under 25%

Fixed Fixed Based on FY14
Scenario




Other Considerations

4 Few legal considerations: Common practice accepted in the industry.

4 Administrative Needs:

I Pursuing possibility under current billing system. May need to await
new billing system. Also need to consider timing with respect to
AMR rollout.

I Further develop formula for customer allocation based on housing
units or meter size.

I May require downsizing meter sizes.
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I Stormwater Charges
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Why Explore Stormwater Charges for NYC?

4 Used by over 500 utilities

I Philadelphia, Washington DC, San Diego, San Antonio, San Jose, Milwaukee,
Detroit, St. Louis, Columbus, Seattle and Wilmington, DE

4 Stormwater management has evolved significantly in recent years. No longer
just conveyance.

4 Stormwater expenditures are projected to continue increasing to meet more
stringent regulatory standards.

4 The effects of more intense precipitation events and flooding and increased
demand on the system.

4 Al t houg
necessa
pressures from

h critical certainNeweérwbrRis defemmedsveen o n ,
ry to meet the agencyo06s numer ous
rezonings and population growth adds further strains.
4 Most NYC charges are based on the volume of potable water consumed. Little

or no correlation exists between consumption and stormwater generated by

a property. As stormwater costs rise, equity issues may become more significant.

4 Creates public awareness around stormwater issues and can encourage best
management practices.
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Allocating Expenditures to Stormwater: FY09 to FY19
(9.5% budget scenario)

$500 - $440
O Rental Payment Note: Amounts shown
$450 - _ . represent the portion of
0 Cash Financed Construction expenditures attributable to
$400 - @ Debt Senice storm water
i $350 - B Operating Expenditures $307 $327
$291
c
S 3300 | gosg  s268 200
= $250 -
@
$200 A
$150 A
$100 A
$50 -
$0 -
2009 2010 2011 2012 2013 2014 2019

4 Initially, two-thirds of stormwater revenue requirements are due to operating expenses

4 Between 2009 and 2019, stormwater-related debt service increases by 220% and stormwater share
of rental payment increases by 95%, while operating expenditures allocated to stormwater increase
by only 21% over the same time frame

4 Stormwater costs as % of overall budget do not increase. Remain in the 10% range because water

and wastewater (sanitary) costs are also rising.
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Customer Allocations: Rate Structure Alternatives

I The majority of stormwater utilities (65%) use impervious area
as a basis for determining fees.

I Charge based on square foot of impervious area class and
property area:

I Class A: 90-100%

I e.g. Parking lots, industrial, mixed use residential, office
I Class B: 80-89%

I e.g.multi-family, 2-3 family,
I Class C: 60-79%

I e.g. Single family, hospitals, institutional
I Class D: <60%

I e.g. vacant land, open space
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Initial analysis of a stormwater rate in NYC suggests multi-family and
commercial buildings may fare better than single family homes and

Industrial properties under certain stormwater scenarios

FY09 9.5% budget allocation scenario

1. Tax Class 1 - One Family Dw ellings at Average
Consumption Level

2. Tax Class 1 - Other (Tw o-Three Family some w/stores)

3. Multi-Family Buildings

4. Mixed Residential & Commercial Buildings

11. Industrial & Manufacturing Buildings

12. Stores

13. Office Buildings

-1%

-8%

-6%

$738

$ 1,156

13%

3%

$ 5,117

$ 8,706

$ 7,140

-2%

$ 6,336

$ 18,770

12%

An additional $27 million (FY09) in new revenue from currently unbilled lots (e.g. parking lots, vacant

land, and other).
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Initial analysis of a stormwater rate in NYC suggests multi-family and
commercial buildings may fare better than single family homes and
Industrial properties under certain stormwater scenarios

FY09 19% budget allocation scenario

1. Tax Class 1 - One Family Dw ellings at Average Consumption $ 822 269
Level

2. Tax Class 1 - Other (Tw o-Three Family some w/stores) $1,186 5%
3. Multi-Family Buildings -12% $8,170

4. Mixed Residential & Commercial Buildings | -14% $ 6,620

11. Industrial & Manufacturing Buildings $5,648 23%

12. Stores -4% $ 6,204

13. Office Buildings r16% $17,167

An additional $54 million (FY09) in new revenue from currently unbilled lots (e.g. parking lots, vacant

land, and other).
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Cities apply stormwater charges in different ways; over 60% of utilities
exempt streets & highways from stormwater fees

Types of Properties Exempted

70
Sts & Hwys

60

50

40

30

20

10 I
0 . |

Percentage

B Streets & Highways O Undeveloped land E Rail ROW
B Public Parks O Government O Churches
B School Districts B Colleges and Universities O Water front
| Airports

Source: Black and Veatch, 2007



Potential NYC Government Charges with Stormwater Rate

$257M $243M

$ 158M

$103M
$66M

fWith roads and sidewal ks, NYC government
Impervious area as compared to 12% without.

f Exempting roadways may require NYS legislation.
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