
Introduc)on:	  
Why	  is	  U)lity	  Financial	  
Management	  Becoming	  

Harder	  Than	  Ever?	  



Residen)al	  Water	  Sales	  



Isn’t	  this	  a	  Success	  Story?	  

�  Yes,	  but	  with	  side	  effects	  
�  Lowered	  demand	  means	  reduced	  sales	  revenue	  	  
�  Reduced	  sales	  revenue	  can	  mean	  not	  fully	  collec4ng	  
fixed	  costs	  
§  Short-‐run	  variable	  costs	  (water,	  pumping	  energy,	  chemicals)	  
§  Long-‐run	  capacity	  costs	  (supply,	  transmission,	  storage,	  
treatment)	  

�  Revenue	  stability	  therefore	  becomes	  an	  issue	  –	  and	  
conserva4on	  is	  o5en	  blamed	  

�  LeB	  untreated,	  long-‐term	  unstable	  revenue	  collec4on	  
can	  affect	  bond	  ra4ngs	  



The	  Poli)cal	  Reality	  
�  We	  don’t	  like	  to	  revise	  our	  rates	  
�  It	  is	  poli4cally	  unpopular,	  so	  rates	  

are	  changed	  as	  liHle	  as	  possible	  
�  The	  inevitable	  infla4onary	  increase	  

is	  postponed	  un4l	  it	  is	  a	  crisis,	  
much	  less	  increases	  in	  other	  costs	  

�  Conserva4on	  is	  oBen	  blamed	  for	  
financial	  challenges	  –	  even	  when	  
there	  are	  no	  ac4ve	  conserva4on	  
programs	  in	  place	  

�  This	  sends	  the	  wrong	  message	  to	  
consumers	  



What	  Really	  Affects	  Revenue	  Stability?	  

�  Reduced	  demand	  from:	  
§  efficient	  fixture	  replacement	  	  under	  the	  plumbing	  and	  
appliance	  codes	  

§  ac4ve	  conserva4on	  programs	  
§  the	  recession:	  	  industrial	  shiB	  layoffs,	  home	  foreclosures	  

� Reduced	  peak	  demand	  in	  wet	  years	  
�  Increased	  infrastructure	  costs	  
� Rise	  in	  other	  fixed	  costs	  
� Con4nuing	  Infla4on	  







Conserva)on	  is	  Part	  of	  the	  Solu)on	  

�  It	  is	  a	  long-‐term	  cost	  reducer	  to	  the	  u4lity	  
�  Revenue	  loss	  is	  oBen	  due	  to	  other	  drivers	  
�  Every	  gallon	  saved	  is	  water	  that	  does	  not	  have	  to	  be	  

pumped,	  treated	  and	  delivered	  
�  Conserva4on	  is	  an	  investment	  and	  short-‐term	  effects	  

must	  be	  planned	  for	  
�  Reduced	  u4lity	  costs	  generally	  mean	  reduced	  customer	  

rates	  in	  the	  long-‐term	  due	  to	  avoided	  infrastructure	  
capacity	  increases	  
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Westminster’s	  Story	  
�  Ci4zens	  complained	  about	  being	  

asked	  to	  conserve	  when	  rates	  would	  
just	  go	  up	  anyway	  

�  Westminster	  reviewed	  marginal	  
costs	  for	  future	  infrastructure	  if	  
conserva4on	  had	  not	  been	  done	  

�  Since	  1980	  conserva4on	  has	  saved	  
residents	  and	  businesses	  80%	  in	  tap	  
fees	  and	  91%	  in	  rates	  compared	  to	  
what	  they	  would	  have	  been	  without	  
conserva4on	  

�  Communica4on	  is	  key	  



How	  This	  Workshop	  Will	  Help	  You	  

�  Every	  u4lity’s	  situa4on	  is	  different	  
� Where	  do	  costs	  come	  from	  and	  what	  are	  your	  
future	  cost	  risks?	  

� What’s	  your	  return	  on	  the	  investment	  in	  
efficiency?	  

�  How	  do	  you	  design	  rates	  for	  revenue	  stability?	  
� We	  are	  focusing	  on	  tools	  that	  are	  available	  for	  
u4li4es	  to	  address	  these	  issues	  

�  4	  Tools	  will	  be	  demonstrated	  in	  the	  workshop	  



AWE	  Conserva)on	  Tracking	  Tool	  

�  Conserva)on	  Tool	  to	  evaluate	  conserva4on	  
op4ons,	  which	  also	  iden4fies	  the	  poten4al	  
shorYall	  in	  revenue	  requirement	  



UNC	  Revenue	  Risk	  Assessment	  Tool	  

�  Revenue	  Risk	  Assessment	  Tool	  to	  measure	  a	  
u4lity’s	  suscep4bility	  to	  revenue	  risk	  



AWE	  Sales	  Forecas)ng	  &	  Rate	  Model	  

�  Sales	  Forecas)ng	  and	  Rate	  Tool	  to	  evaluate	  
your	  probabili4es	  of	  collec4ng	  revenue	  among	  
various	  rate	  op4ons	  

3.	  Bill	  impacts	  of	  Proposed	  rates
Under	  your	  Proposed	  rates,	  the	  volume	  charge	  may	  go	  up	  for	  some	  customers	  and	  down	  or	  stay	  the	  same	  for	  others.	  	  The	  Bill	  Impacts	  Table	  shows	  the	  percentage	  of	  bills	  that	  will	  go
down,	  stay	  the	  same,	  or	  go	  up	  -‐-‐	  and	  by	  how	  much.	  Charts	  showing	  the	  distribution	  of	  bill	  impacts	  for	  each	  customer	  class	  are	  provided	  on	  the	  Bill	  Impacts	  worksheet.

Affordability	  Index
%	  Change	  in	  Average	  and	  Median	  Annual	  Water	  Service	  Cost	  by	  Customer	  Class Current Proposed
Average	  Annual	  Water	  Service	  Cost Median	  Annual	  Water	  Service	  Cost Affordability	  index	  equals

Customer	  Class Current Proposed %	  Change Current Proposed %	  Change the	  median	  annual	  water
Single	  Family $777 $804 3.4% $650 $672 3.3% cost	  for	  the	  primary
Multi	  Family $4,254 $4,294 0.9% $1,930 $1,942 0.6% residential	  customer	  class
CII $3,323 $3,382 1.8% $1,481 $1,504 1.5% divided	  by	  median
Landscape $5,599 $6,007 7.3% $2,503 $2,720 8.7% household	  income.
Not	  in	  use
Not	  in	  use

Bill	  Impacts	  Table
%	  of	  bills	  decreasing	  by No	  More	  Than %	  of	  bills	  increasing	  by

Customer	  Class more	  than	  20% 15	  to	  20% 10	  to	  15% 5	  to	  10% +/-‐	  5% 5	  to	  10% 10	  to	  15% 15	  to	  20% more	  than	  20%
Single	  Family 0% 0% 21% 38% 9% 4% 17% 11% 0%
Multi	  Family 0% 1% 38% 25% 4% 4% 18% 12% 0%
CII 0% 0% 25% 20% 28% 7% 9% 10% 0%
Landscape 0% 0% 26% 12% 33% 2% 6% 20% 0%
Not	  in	  use
Not	  in	  use
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UNC	  Rates	  Dashboards	  

�  Rates	  Dashboards	  to	  help	  assess	  a	  u4lity’s	  
financial	  performance	  and	  benchmark	  rates	  to	  
other	  u4li4es	  and	  to	  the	  board	  


