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Strategy
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• Implementation is Underway

• Guiding Light in Uncertain Times

• Customer and Internal Focus

• Reinforced by Recent Events
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State of the Utility: COVID-19 Impacts
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• Delivery of Water: Delivery of total water to 
the system continues to track with 2019

• Projections: We are continuing to project 
increased residential demand and decreased 
commercial demand during the Stay Home, 
Stay Healthy mandate followed by a recession

• Monitoring: Total billed demand and revenue 
for March and April above budget and we 
continue to monitor billed demand and 
revenue
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Increased Expenses Balancing Efforts Decreased Expenses

• Initial teleworking expenses

• Social distancing 

implementation

• Customer assistance program

• Suspension of late fees and 

shut offs

• Financial management

• Expense prioritization

• Operational efficiencies

• Strategic alignment

• Hiring

• Meetings, travel & trainings

• Suspension of intern program

• Delaying projects

State of the Utility: COVID-19 Impacts
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State of the Utility: Demand & Costs

• Operating costs continue to rise despite stable demand
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State of the Utility: Capital Spending
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State of the Utility: Rate Pressure & Relief
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Rate & Financial Policy
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• Regular reviews with full study every two years 

• Study includes projected revenue, expenses and capital improvements
Revenue Requirement

• An embedded cost-of-service study will determine the cost of serving each customer class and allocation to 
recover projected expensesCost-Based Rates

• Water rates should be as low as is responsible

• Water rates should be stable and understandable

• To the extent possible, apply gradualism in rate adjustments 
Stable Rates

• 60 days of current budgeted expenditures

• Capital: $2M minimum in SDC Fund and 1% of original plant in Capital Reserve

• Debt Service Coverage: Senior above 1.5x and All In above 1.25x
Financial Metrics

• Sufficient to meet Tacoma Water budgets and maintain financial sufficiency

• Minimize long-run costs to rate-payer

• Short and long-run rate impacts presented
Rate Adjustments

• Special consideration for low-income senior and/or disabled customersLow-Income

• Maintain the quality of the environment and preserve sensitive ecosystems at the source of supplyEnvironmental Stewardship
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Rate & Financial Policy
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• In development and based on budgetRevenue Requirement

• Based on the previous Cost of Service AnalysisCost-Based Rates

• Preserve gradualism and long-term rate stabilityStable Rates

• Apply risk model analysis to support recommendation for reserve level requirements

• Rating agency response for water utility: essential business with rate-setting ability and relatively inelastic demand
Financial Metrics

• Preserve long-term financial sustainability Rate Adjustments

• Increase support for low-income senior and/or disabled customersLow-Income

• Continue commitment to the health of our environmentEnvironmental Stewardship
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Budget Drivers
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Least Control Limited Control Most Control

• Assessments

• Taxes

• Personnel benefits

• Cost of commodities

• Debt service

• Capital Investment Plan (CIP)

• Wholesale Water Sales

• Strategic initiatives 

• FTE count

• Workforce Development



Base Case Rate Scenario
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Base Case Rate Scenario (Recommended) 
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Base Case Rate Scenario (Recommended) 
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Alternate Rate Scenario 
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Alternate Rate Scenario 
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Budget & Rate Impacts
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Budget & Rate Impact: Affordability
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Budget & Rate Impact: Affordability
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Budget & Rate Impact: Monthly Bill
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Next Steps
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Water Budget Preview

PUB Meeting

TPU Budget Presentation

PUB Study Session

Water Rate & Financial Policy

PUB Meeting

Review of Preliminary 

Biennial Budget & Rates

PUB/City Council Joint Study Session

Water LRFP & Rate 

Recommendation

PUB Study Session

Consideration of Preliminary 

Biennial Budget & Rates

PUB Meeting

APR
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MAY

13

JUL

22

SEP
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OCT

13

OCT

28



State of the Utility: COVID-19
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