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Colorado Water Rate Trends

1.Growing Interest in Individualized Rate Structures
2.Major Concerns with Revenue Stability
3.Increasingly Sophisticated Affordability Analysis

4.Renewed Emphasis on Growth and SDCs to
Finance Growth

5.Increased Focus on Inclining TIER Rate Structure
Cost Justification P
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Trend #1: Growing Interestin
Individualized Rate Structures

» Denver Water Implementation of AWC-Based Rates
— Winter Average Consumption = TIER 1 Consumption
- TIER 2 Allowance for Average Irrigable Area

» Interest in Complex Water Budget Rate Structures

— Benefit Cost Analysis of Implementation
* Customer Outreach/Education i

- CIS Capabilities A

’ ' ? FINANCING
How Much Water Will It Really Save (INANGING
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Trend #2: Major Concems
with Revenue Stability

» Increased fixed revenue contributions from monthly
service charges

— Balancing Conservation Price Signal vs. Revenue Stability
» Adequacy of Cash Reserves

— Revised Credit Rating Agency Criteria

— Days Cash-on-Hand s
— Credit Ratings vs. Rate Impacts FINANCING
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Trend #2 - Continued: Major Concems
with Revenue Stability

» Importance of Comprehensive Demand and
Revenue Forecasting

- Modeling demand and revenue volatility under multiple
climate and economic change scenarios

— When does the decline in consumption due to high
efficiency fixtures plateau?

— Estimates of price elasticity response *
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Trend #3: Increasingly Sophisticated
Affordability Analysis

» Affordability Analysis beyond mere:
— Customer bill impact analysis
— EPA % of Median Household Income Guidelines

» Affordability analysis at the census track/zip code level of

granularity
» How do we reach multi-family customers who P
not pay water bills? A
. FINANCING
» Western Slope Cost of Living Concerns SUSTAINABLE
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Trend #4: Renewed Emphasis on Growth
and SDCs to Finance Growth

» Increasingly Expensive Supply Projects
— Colorado Springs Southern Delivery System

— Thornton “Northern Project”

» Key SDC Issues

— Replacement cost of existing water rights

— SDCs based on lost size/irrigable area versus mere
meter size size *

— Recovery of costs when water usage exceeds ~ FINANCING
original estimates (link to water budget rates)  Finrny Es
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Trend #5: Increased Focus on Inclining
TIER Rate Structure Cost Justification

» California Issues Have Started to Seep Into the
Awareness of Sophisticated Colorado Utility Managers

- San Juan Capistrano:

* “tiers must still correspond to the actual cost of providing
service at a given level of usage”

— Proposition 218:
* “Fees shall not exceed the proportional cost of _Aﬁ
providing the service attributable to the parcel FINANCING
on which it is imposed” SUSTAINABLE
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MSRB REGISTERED

111  MUNICIPAL
l" ADVISOR

RFC IS A REGISTERED MUNICIPAL ADVISOR WITH THE MSRB AND SEC UNDER THE DODD-
FRANKACT AND IS FULLY QUALIFIED AND CAPABLE OF PROVIDING ADVICE RELATED TO ALL
ASPECTS OF UTILITY FINANCIAL AND CAPITAL PLANNING, INCLUDING THE SIZE, TIMING,
AND TERMS OF FUTURE DEBT ISSUES.

Any opinion, information, or recommendation included in this presentation, related to the size,
timing, and terms of a future debt issue may be relied upon only for its intended purpose. This
information is not intended as a recommendation to undertake a specific course of action related
to the issuance of debt, or to indicate that a particular set of assumptions for the size, timing and
terms of issuing debt will be available at the time debt is actually issued.




MSRB REGISTERED MUNICIPAL ADVISOR: RFC is a Registered Municipal Advisor with the MSRB and SEC under the
Dodd-Frank Act and is fully qualified and capable of providing advice related to all aspects of utility financial and
capital planning, including the size, timing, and terms of future debt issues. Any opinion, information, or
recommendation included in this presentation, related to the size, timing, and terms of a future debt issue may be
relied upon only for its intended purpose. This information is not intended as a recommendation to undertake a
specific course of action related to the issuance of debt, or to indicate that a particular set of assumptions for the size,
timing and terms of issuing debt will be available at the time debt is actually issued.
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