
 
 
 
 
 
 
 
 
 

 
  
 
 
 
 
1. Roll Call: 

The meeting was called to order by CWAC Chair, Brian Wong at 1:31 p.m.  Those present and absent were:  
 
Present: 
Brian Wong   Chairperson, Representative, City Manager 
Catlow Shipek   Representative, City Manager 
Mark Taylor Representative, City Manager  
Mitch Basefsky Representative, City Manager 
Placido dos Santos Representative, City Manager 
Chuck Freitas   Representative, City Manager  
Jean McLain   Representative, City Manager 
Ryan Lee   Representative, Ward 1 
Bruce Billings    Representative, Ward 3 
Mark Lewis   Vice Chair, Representative, Ward 5  
Kelly Lee   Representative, Ward 6 
 
Absent: 
Mark Murphy     Representative, Mayor 
Mark Stratton Representative, City Manager 
Amy McCoy   Representative, Ward 2 
George White Representative, Ward 4 
Albert Elias   Tucson Water, Acting Director, Ex-Officio Member 
Jackson Jenkins Pima County Regional Wastewater Reclamation Department Director,  
 Ex-Officio Member 
Tucson Water Staff Present: 
Sandy Elder   Deputy Director 
Scott Clark   Deputy Director 
Andrew Greenhill  Intergovernmental Affairs Manager 
Melodee Loyer    Water Administrator 
Pat Eisenberg   Water Administrator 
Britt Klein   Water Administrator 
Fernando Molina   Water Program Superintendent 
Steven Ritter   Management Coordinator 
Theresa Bourne   Lead Financial Accountant 
Joaquim Delgado  Public Information Specialist 
Rebecca Spry   Staff Assistant  

 Johanna Hernandez  Staff Assistant 
 Kris LaFleur   Staff Assistant 
   

Others Present:  
Chris Avery   City of Tucson, Attorney’s Office 
Amy Stabler   City of Tucson, Ward 6 
Mark Crum   City of Tucson, Ward 6 
Steve Arnquist   City of Tucson, Ward 1 
Pete Saxton   City of Tucson, Internal Audit 
Lee Barr   City of Tucson, Budget 
Alan Tonelson   Citizen 
Ed Verburo   Citizen 
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2. Announcements – None. 
 
3. Call to Audience – Chuck Freitas summarized the events of the Arizona Town Hall, and provided a copy of an 

article on the subject. 
   
4. Review of November 4, 2015 Legal Action Report and Meeting Minutes – Committee Vice Chair Lewis 

motioned to approve the Meeting Minutes of November 4, 2015.  Member Billings seconded.  Motion passed 
unanimously by a voice-vote of 11-0. 

 
5. Adoption of 2016 Meeting Schedule – Chairperson Wong presented the proposed the 2016 CWAC meeting 

schedule of the first Wednesday of every month, at 7 a.m., with the Committee taking a summer break in July 
and August.  Member Freitas motioned to adopt the proposed schedule.  Member Billings seconded.  Motion 
passed unanimously by a voice-vote of 11-0. 

 
6. Officer Elections – Staff explained the process for elections and voting, the positions of Committee Chair 

(nominees: Wong & Lewis), Committee Vice Chair (nominees: Wong and Lewis), and Conservation and 
Education Subcommittee Chair (nominee: Shipek) are up for election.  Nominees for Chair spoke briefly about 
their desire to serve as Chair. 

 
 Vice Chair Lewis spoke as to his desire for the Committee to improve its role as advocates and specific topics 

he would like the Committee to address, such as oversight of the conservation fund, review of monies paid to 
the City general fund, and public information access.  Member Lewis also spoke as to administrative aspects of 
the Committee, such as bylaws, meeting format, meeting locations, and subcommittee designations. 

 
 Chair Wong expressed his gratitude for the year he has served as Chair, and conveyed his desire to continue 

as Chair. 
 
 Member Wong was elected chair by ballot vote (Wong -8; Lewis -2; Abstained -1[Wong]). Correction: the audio 

recording reflects a vote distribution of 9-1-1, clarification after the meeting corrected that count to 8-2-1. 
 
 Member Billings motioned to summarily elect the sole candidates for Vice Chair (Lewis) and C&E Chair 

(Shipek).  Member Freitas seconded.  Member Lewis noted his objection to Member Shipek’s nomination for 
the Chair of C&E due to a possible conflict of interest.  The Committee held a discussion regarding conflict of 
interest and recusal when necessary.  Member Lewis rescinded his objection.  Motion passed unanimously by 
a roll-call vote of 11-0. 

 
7. Director’s Report –  
 

a. Mayor and Council Items – In late November, Tucson Water sent a Memorandum regarding the Utility’s 
Low Income program to the Mayor and Council and to CWAC.  There was a brief discussion on the content 
of the Memorandum. 
 
In January, Mayor and Council will consider a Real Estate item for a lease to Latitude Engineering for a 
portion of Tucson Water’s land in Avra Valley. 
  

b. Department Updates – Tucson Water currently has 55 vacancies, 11 active recruitments, and 5 pending 
new hires.  The Utility is aggressively pursuing filling its vacancies.   
 

c. Informational Items – Potable water production is down about 6%, the decreases are partially accounted 
for in the Utility’s projections for reductions of demand; likewise, reclaimed production is down about 11%. 

 
The CWAC and UCAB are scheduled for the Director’s Recruitment Meet and Greet on 12/10/15 from 
7:15-8:15 a.m. at Tucson Water.   Forms will be supplied for attendees to provide feedback.  There will be 
a press release Monday, December 7th announcing the 3 finalists. 

 
Member dos Santos departed at 2:00 p.m. 

  
8. Subcommittee Reports –  

 
Technical, Policy, and Planning Subcommittee – Member Wong reported that the last TPP meeting was 
canceled due to lack of quorum. 
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Finance Subcommittee – Subcommittee Chair Billings reported the Subcommittee has reviewed the O&M 
budget; cost allocation and revenue requirements are coming up in the schedule for future meetings. 
  
Conservation and Education Subcommittee – Member Shipek reported the Subcommittee is working on a 
mission statement and revision of the M&C water policies.  The Subcommittee will next meet in January. 
 
Bill Redesign Ad-Hoc – Subcommittee Chair Freitas reported that the planned focus groups have been 
delayed to January; a meeting will be scheduled after the focus groups are completed. 
 
RWRAC Update – Member Taylor reported that RWRAC has met frequently in the last month.  They will 
continue to work on through the rate process likely through February. 

  
9. Member Appreciation Award1 – The Committee recognized Alan Tonelson for his service and presented him 

with and award. 
 

10. Ward 1 Perspectives – Steve Arnquist expressed the Ward’s and Council Member Romero’s, appreciation for 
Alan Tonelson’s service on CWAC.  Mr. Arnquist directed members to Plan Tucson for the Ward’s, and the 
City’s, general water perspectives.  Specifically, in regards to rates, CM Romero supports pro conservation, low 
fixed-high usage rates.  The Ward’s water priorities are water reliability, municipal and environmental water 
uses, rainwater harvesting, green infrastructure, maintenance and expansion of the low-income program, 
continued customer service improvements, and holistic conservation programs not focused on demand 
reduction. Customer service issues often stem from representative attitudes, language barriers, and levels of 
comfort approaching Tucson Water.  Discussion was held on rates and development of the low –income 
program. 

 
Member Taylor departed at 2:30 p.m. 

 
Member Lewis departed at 2:39 p.m., returned 2:40 p.m. 
 

11. Operations and Maintenance Budget (O&M) – Tucson Water Deputy Director Scott Clark presented a 
PowerPoint on the O&M Budget.  The O&M funds and supports Tucson Water’s Water Reliability Program.  
The Utility’s operating request is just over $188M; an increase of just over $16M from FY16.  Of that, about 
$9M is non-discretionary and about $7M is discretionary.  The Utility’s assets and employee metrics were 
discussed.  The Utility is requesting funds for eight new positions.  A detailed breakdown of the non-
discretionary and discretionary requests was reviewed.  The next steps include review and approval of the 
Financial Plan, followed by the review of Cost of Service, and approval rate schedules.  A brief discussion was 
held on the staffing needs of the Utility, and how CWAC might support those needs. 
 

12. IAPC Report and Recommendation – IAPC Cost Allocation Subcommittee Chair Jim Hannley summarized 
the IAPC’s process and findings.  Mr. Hannley reported that Cost Allocation plans are common, and that the 
software used by the City is in widespread use across the country.  A brief explanation of the two illustrative 
examples was provided.  The Subcommittee concluded, and the Committee concurred, that the Cost Allocation 
process is equitable, reasonable, and appropriate.  It was outside of the Subcommittee’s scope to consider 
comparisons to other cities or private organizations. 
 
Member McLain departed at 3:30 p.m. 
 

13. Open Meeting Law – This presentation was deferred to the January meeting. 
 
14. Future Meetings/Agenda Items – See projected agenda.  

 
15. Adjournment – Meeting was adjourned at 3:33 p.m. 
 

                                                           
1 Item taken out of order 
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CITIZENS’ WATER ADVISORY COMMITTEE 
OPERATIONS & MAINTENANCE BUDGET  ●  12.3.2015  

 



Budget Team 
• Staff 

– Scott Clark – Scott.Clark@tucsonaz.gov 
– Melodee Loyer 
– Steven Ritter 
– Theresa Bourne 
– Suzanna Snyder 

• Consultant Services  
– David Cormier 
– Deb Galardi 



• Purpose 
– To familiarize the Citizens Water Advisory Committee with Tucson 

Water’s budget request, highlight substantial changes in non 
discretionary and discretionary requests, and present the budget 
development process and schedule, and solicit CWAC’s issues 
and concerns 

 
•  Bottom Line 

Tucson Water’s operating request is $188,220,482.  
A total increase of $16,150,792 over FY 2106 
$9,035,378 is non discretionary 
$7,115,414 is discretionary              

 

  
 
 
 
 
 
 
 
    
   

Purpose and Bottom Line 



The Water Reliability Program 

Water Supply Water Quality Operations 
& Systems 

Water Conservation  
& Efficiency 

Water  
Customers 

The Water Reliability Program  
includes projects and programs that ensure we have a 

reliable water supply  
and water system – today & in the future 



• 391 square miles of obligated water service area 
• 228,000 active services  
• 222 potable wells 
• 144 points of entry 
• 4,400 miles of pipe 
• 68 potable & reclaimed facilities 
• 125  boosters 
• 123 pressure reducing facilities 
• 85,000 flow valves 
• 20,900 fire hydrants 
• 276 dedicated sampling stations 
               
 

  
 
 
 
 
 
 
 
    
   

Tucson Water maintains $1B in Assets 



• 547 fulltime employees 

• Requesting 8 Positions 
– Five Customer Service Reps 
– Two Customer Relations 

Trainers 
– One PIO – Website 

Development and 
Administration 

• Modest growth 
projected in number of 
services 

 

 

 

 

 

    

   

O & M: Employee Metrics 



Employee: Service Ratio Trends 
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Divisions 
Develop 
Budget   

Divisional 
Reviews and 
Department 
Modification 

CWAC 
reviews  

Financial 
Plan 

Adopted by 
Mayor & 
Council 

City Budget 
Finance & 
Review 

Evaluate 
Affordability  

Operations & Maintenance Budget Process 





Staffing 
$36.3M – 19.3% 

CAP Water 
$27.0M – 14.4% 

Power 
$15.4M – 8.2% 

Admin. Service Charge 
$10.3M – 5.5% 

Other Operating 
$37.9M – 20.2% 

Debt Service 
$59.1M – 31.3% 

Operating & Maintaining Tucson Water 
$188 million 

 

In Lieu of Prop. 
$2.0M - 1.1% 



Next Steps 

December 

January 

February 

March 

April  &  
May  

Finance Subcommittee reviews revenue  
forecast & financial plan  
 
CWAC votes on financial plan 
 

Mayor and Council review and vote on  
financial plan 

Finance Subcommittee reviews cost of 
service & rate schedules. CWAC meeting 
March 2 to vote on rate schedule options  

Mayor and Council notice  of intent  
and public hearing 
 



             Questions or Comments? 
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CAPITAL IMPROVEMENT EXPENDITURES 
 VERSUS 

OPERATING & MAINTENANCE EXPENDITURES  
 

TUCSON WATER RULES AND GUIDELINES 
 

In general, expenditures that increase the useful life beyond the original useful life, or that 

increase the productive capability of capacity should be capitalized. These types of costs are 

considered to be improvements. In contrast, expenditures that restore or maintain an asset to 

its original condition are expensed and are not capitalized. 

The City of Tucson defines a Capital Improvement Project (CIP) as meeting one of the 

following three criteria:  

1) New construction or expansion of existing facilities, including preliminary planning & 

surveys, cost of land, staff & contractual services for design, construction & related 

furnishings/equipment, or 
 

2) Major initial equipment system with a cost of $100,000 or more and a useful life of 

at least 6 years.  Examples:  new City-wide phone system, new acoustic monitoring 

system for water transmission mains, new radio tower communications system, or 
 

3) Major renovation or rehabilitation of existing facility that requires an expenditure of 

$100,000 or more and will extend the life of the original asset(s) by at least one year. 

GASB1 and GAAP2 Rules for Distinguishing Between Capital Improvement Expenditures and 

Maintenance Expenditures 

 A Capital Improvement Expenditure provides additional value by: 

1. Lengthening an asset’s useful life by at least one year, and/or 

2. Increasing asset’s ability to provide service (i.e. greater efficiency and effectiveness) 

Examples of CIP expenditures: 

a. Land purchase with all ancillary costs, e.g. title searches, commissions, land clearing, 

excavation, demolition of existing structures. 

b. New facilities or infrastructure, e.g. reservoir, pipes, disinfection facility, bridge, 

road, constructed or purchased building. 

c. Fencing, gating, parking lots, plazas, pavilions, water control structures. 

                                                           
1
Governmental Accounting Standards Board 

2
 Generally Accepted Accounting Principles 
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d. Improvements such as conversions of non-usable space to usable space (conversion 

of basement to usable office space), new structural attachments or permanently 

attached fixtures or machinery that cannot be removed without impairing the use of 

the building. 

 

A Repair and Maintenance Expenditure retains value rather than creating additional value by: 

a. Allowing an asset to continue to be used during its originally established useful life 

(see box on next page). 

b. Restoring or maintaining an asset to its original condition. 

Examples of repair and maintenance expenditures: 

a. Improvements of minimal or no added life expectancy and/or value to the building 

or facility. 

b. Repainting; replacement of siding, roof, or masonry sections; plumbing and electrical 

repairs. 

c. Replacement of a part or component with a new part of the same type and has 

similar performance capabilities, e.g. replace old boiler with a new one of the same 

operating capabilities. 

d. Anything that’s considered routine maintenance and general upkeep of the asset as 

a whole.  

Care is sometimes needed to distinguish actions that lengthen the useful life of an asset from 

those that merely avoid shortening it. 

Example:  A new building is expected to have a useful life of 80 years, but it 

needs to have the roof repaired after 40 years in service. The cost of the 

original roof was included in the total value of the building.  One might 

argue the building’s useful life would be just 40 years if the roof wasn’t 

replaced (thus capital improvement cost).  However, the roof replacement 

doesn’t lengthen the building’s originally estimated useful life of 80 years, 

but simply avoids cutting the useful life in half.  The roof maintains rather 

than extends the original useful life, therefore the roof replacement is a 

maintenance expense. 

 

Tucson Water should use the following Decision Tree to determine whether to capitalize an 

item or expense the item (See Decision Tree on the next page). 

  



 

Page 3 of 3 
 

 

DECISION TREE 

CAPITAL IMPROVEMENT EXPENDITURE 

 VERSUS  

OPERATING & MAINTENANCE EXPENDITURE  

 

1.  Are you removing something from the capital asset and replacing it with something 

else?  If yes, go to question #2; if no, see decision tree for add on. 

2.  Will the item be permanently and intrinsically tied to the asset for the duration of the 

asset’s life? If yes, go on to question #3. If no, then expense to operating. 

3. Will this asset now perform a function or provide additional capabilities it was unable 

to perform previously? (This is a new function, not an enhancement of a function 

performed previously) If no then expense to operating; if yes, then go to add on decision 

tree. 

 

Questions for Capital Asset add on to existing asset decision tree: 

1.   Will the item be permanently and intrinsically tied to the asset for the duration of the 

asset’s life? If yes, go on to question #2a. If no, then expense to operating. 

2a. Does the item increase the capital asset’s capacity, functionality, or operating efficiency? 

AND/OR 

2b. Does the item extend the capital asset’s useful life by at least 1 yr.? If the answer to 

either is yes then capitalize; if no, then expense to operating. 
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Updated UFI Database 
Provides New Insights 
into Utility Finance

Revenue per capita is increasing. Projected rate 
increases are lower than past annual increases. 
The increase in median debt per capita took a 

slight pause in 2014. These are just a few nuggets 
of information from AMWA’s fourth biannual Utility 
Financial Information (UFI) survey. The survey results 
were released in January in a new UFI database that 
provides in-depth financial information on the 102 
utilities that participated in the survey in the fall of 2014.

Since the survey closed in December, AMWA’s survey 
contractor Raftelis Financial Consultants (RFC) 
compiled and analyzed the raw data. Several key 
analyses are provided in this issue of Water Utility 
Executive, including some analyses that include 
results from prior surveys conducted in 2008, 2010 
and 2012. RFC notes that the trending analyses are 
not based on the same group of utilities from survey 
to survey. The intent of these analyses is to indicate 
potential trends for the industry as a whole, and RFC 
provides brief editorial comments as part of each 
analysis. 

The selection demonstrates the breadth and depth 
of analyses possible using the UFI database and 
represents a wide variety of data for comparison. 
It is, however, only a small fraction of the analyses 
possible, and members are encouraged to mine the 
data for useful statistics and use it to create reports 

most pertinent to their own operations. Since survey 
participants include only the nation’s largest water 
agencies, the data is extremely relevant and valuable 
for comparison. 

At a webinar planned for February 24 at 2:00 p.m. 
ET, RFC will discuss the survey results and provide 
examples of productive ways to use the data. 

Utility Rate Structure
The majority of responding utilities utilize increasing 
block rate structures (59%) for residential customers, 
with uniform structures (29%) being the second most 
common structure. 

Special Issue: 2014 UFI Survey Results
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For those responding utilities with distinct charges 
for commercial customers, uniform rates were most 
common (51%) followed by increasing block  
structures (30%).

Commercial Rate Structure

Operating Costs and 
Revenue
The results show that, for the responding utilities, 
revenue per capita is increasing. The trending analysis 
also suggests that utilities are attempting to keep 
operations and maintenance (O&M) costs in check, 
which further suggests that the increasing total 
revenue is being spent on rising capital costs. The

Median Operating Costs and Revenue per Capita

overall nationwide trend of declining per capita 
consumption may explain the somewhat flat trend 
in O&M costs. Less water usage would lead to less 
chemical and energy costs as well as less supply costs 
for those utilities that secure a portion of their water 
supply through purchased water, even as the unit cost 
for those expenditures inflates over time. 

Median Operating Costs and Revenue per Capita

Water Revenue
Nearly 88% of a utility’s water revenue is generated 
from base and volume charges while approximately 
12% is collected from miscellaneous charges, interest 
income, etc. 

Average Percentages of Water Revenue 
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Also of interest are the proportions of water sales 
that are recovered from base and volumetric charges. 
Generally, base charges provide more stable revenues 
but afford the customer less control over their bill, 
whereas volumetric revenues are often more volatile yet 
provide the customer incentive to consider the impacts 
of their usage. For the utilities that responded to this 
question, the average breakdown of total water sales 
revenue is 75% from volumetric and 25% from base, or 
fixed, charges. 

Average Breakdown of Water Sales Revenue

Water Source
Impact of Water Source on Median Customer Bill 

Percentage of Utilities by Water Source

The median monthly bill is based on 10 hundred cubic 
feet (Ccf) or approximately 7,480 gallons. In 2014 the 
hybrid (multiple water source) approach tended to 
produce the highest customer bill, whereas utilities 
utilizing more groundwater tended to produce lower 
customer bills. To classify utilities, it was assumed 
the utility must obtain over 75% of its water from the 
particular source to fall in the respective category. If 
there is no predominant source, the utility is classified 
as hybrid. 

Impact of Water Source on Median Customer Bill

This multi-year chart shows the trending analysis from 
2008 to 2014 and evaluates the customer impacts of 
the median customer bill in relation to the primary type 
of water source for the utility. The results show that 
depending on the year, significant increases in  
the median customer bill are experienced under all 
types of utility water sources, most recently the hybrid 
water source.
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Budgeted Transfers
Number of Utilities with Type of Transfers

Average % of Transfers of Total O&M

Two-thirds (66%) of responding utilities have some type 
of budgeted transfer. The median total transfer of all 
applicable transfers per utility for this group of utilities is 
8.6 % of the total O&M Cost. Payments in lieu of taxes 
(PILOTs) and indirect cost allocations are the most 
prevalent types of transfers. It should also be noted 
that while dividends appear to be the most sizeable 
type of transfer, only one responding utility included an 
amount of dividend payments. Consequently, though not 
insignificant, this type of transfer is less representative of 
the responding utilities.

Previous Rate Increases
Average Annual Rate Increase Since 2000

The above chart indicates the distribution of the 
average annual rate increases from each year of the 
survey. Note that the results are cumulative with each 
survey providing an additional two years of data. 
Generally the distribution has consistently centered 
on 2 to 4% per year increases, with the exception of 
2012, with the modal response indicating increases in 
the 4 to 6% range. While the typical annual increases 
have been in the 2 to 4% range, there is a significant 
amount of variability from year to year. Some utilities 
may have no increase for five years and then increase 
rates 15% while others may consistently increase rates 
3% per year over that same five year period. 

Previous and Projected 
Future Rate Increases
In the 2014 survey, responding utilities indicated 
projected rate increases that were less than past 
annual increases. This is in contrast to the 2010 and 
2012 surveys, which indicated that projected rate 
increases were likely to be higher than past increases.
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Capital Improvement Costs
The chart below indicates some volatility in projected 
capital improvement program (CIP) expenditures. 
Projecting capital costs in present-day dollars instead 
of inflated dollars is just one reason for a large amount 
of variation over the CIP forecast. Note that the median 
utility is projected to spend around $25 million per 
year or $250 million over the 10 year period, before 
accounting for any cost inflation.

Trend of Median Projected CIP Costs

Ratio of Capital Cost to 
Total Budgeted Costs
The data shows that more than half of the utilities 
that responded (57%) earmarked 25%-50% of their 
budget for capital projects or payments.

Capital Spending % of Total Budget

Utility Debt
Revenue bonds are the primary means of funding for 
capital projects. General obligation bonds and loans 
account for only a small percentage of capital funding 
utilized by utilities. In general, median debt per capita 
appears to be increasing, with a slight pause in that 
increase in 2014.

Median Debt per Capita

WATER UTIL ITY EXECUTIVE
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Utility Unrestricted 
Reserves
Reserves as % of Total Costs

Half of the utilities responded as having 47% or less 
of the total annual costs in unrestricted reserves. 
The 2012 survey indicated a median figure of 32%. 
The most common range reported was 25% or less. 
Though the circumstances that drive reserve policies 
are particular to individual utilities, 25% is generally a 
minimum reserve level targeted by utilities. 

Customer Monthly Bills
Utilities were asked to provide the monthly bill at the 
level of consumption for their typical customer. The 
median bill at this level of consumption along with the 
median monthly bill at 5 Ccf and 10 Ccf are shown. 
The median bill at 10 Ccf has steadily increased over 
the past four surveys as depicted below.

Median Customer Monthly Bill
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Typical Customer 
Consumption
While 10 Ccf (7,480 gallons) is an often-used level of 
consumption to represent the typical customer within 
the industry, the reality is that the “typical” customer 
and their respective level of consumption varies from 
utility to utility. Pricing, local conservation efforts, 
availability of water and many other factors influence 
the customers’ consumption. The results of the survey 
show that the median level of consumption among 
typical customers is 8.24 Ccf (6,168 gallons), and that 
60% of utilities have typical customer consumptions 
between 5 and 10 Ccf. ■

Typical Customer Monthly Consumption

At www.amwa.net/ufi, utilities that participated in the 
2014 survey can access the new database.  Details on 
the February 24 UFI webinar are also found on the UFI 
webpage.

Register for International 
Water and Climate Forum

Registration is now open for the 2015 International 
Water and Climate Forum, scheduled for 
December 7-9 in San Diego. Focusing on the 

implementation of climate adaptation and mitigation 
strategies, the Forum will provide urban water 
utility managers with ideas, tools and resources for 
mainstreaming climate change considerations into their 
strategic planning and operations.

The Forum is organized by AMWA, Water Research 
Foundation, American Water Works Association, 
International Water Association, Water Services 
Association of Australia and Water Utility Climate 
Alliance. ■

Visit www.waterclimateforum.org for more information.

AMWA Launches 2015 
Awards Program 

In January, all eligible AMWA members were invited to 
apply for recognition in the association’s 2015 awards 
programs: the Gold Award for Exceptional Utility 

Performance, the Platinum Award for Utility Excellence 
and the Sustainable Water Utility Management Award.  

Winners will be recognized at AMWA’s 2015 Annual 
Executive Management Conference in Savannah, 
Georgia, October 11-14.  The deadline for submitting 
Gold Award applications is June 1, the Platinum 
Award deadline is June 15 and Sustainability Award 
applications are due by July 1, 2015. ■
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AMWA Welcomes New 
Members

AMWA is pleased to welcome as new members 
City of Bozeman Public Works, represented by 
Craig Wollard, Director of Public Works, and 
Polk County Board of County Commissioners - 
Polk County Utilities, represented by Marjorie 
Guillory Craig, Utilities Director.

Additional information is online at www.amwa.net/awards.
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Bob Woodward, Gina McCarthy Headline  
2015 Water Policy Conference

AMWA’s 2015 Water Policy Conference will feature a top Washington observer, 
the head of the U.S. Environmental Protection Agency and key Capitol Hill 
lawmakers. Scheduled for March 22-25 in Washington, D.C., the meeting will 
also host interactive discussions on water reuse guidelines, Lead and Copper 
Rule revisions and EPA’s new Water Infrastructure Finance and Innovation Act 
(WIFIA) loan program.  

Headlining the conference will be Bob Woodward, Pulitzer Prize-winning 
associate editor of The Washington Post, who will discuss where recent 
presidential administrations have gone right and wrong in policymaking and will 
highlight what to look for as President Obama and congressional Republicans 
stake out their positions in the coming year.

EPA Administrator Gina McCarthy will deliver the keynote address on EPA’s 
efforts to help the nation’s water utilities improve water quality and quantity, 
upgrade infrastructure and build resilience in the face of a changing climate. 
Peter Grevatt, Director of the EPA Office of Ground Water and Drinking Water, 
will provide an update on regulatory actions to expect in 2015 and beyond. 

Confirmed guests from Capitol Hill will discuss water issues on the 
Congressional agenda: House Environment and the Economy Subcommittee 
Chairman John Shimkus (R-Ill.) and Ranking Member Paul Tonko (D-N.Y.), 
House Water Resources and Environment Subcommittee Chairman Bob Gibbs 
(R-Ohio) and Ranking Member Grace Napolitano (D-Calif.), Senator Ben 
Cardin (D-Md.) of the Senate Environment and Public Works Committee, and 
Rep. Lois Capps (D-Calif.) of the House Energy and Commerce Committee.

The interactive sessions will offer opportunities for participants to ask specific 
questions and provide direct feedback to decision makers at EPA.  In addition, 
three sessions are scheduled featuring management subjects of interest to water 
utility CEOs: Mark Kim of DC Water on innovative financing strategies, Mark 
LeChevallier of American Water on the business case for aggressive innovation, 
and Steven Bonafonte of Pullman and Comley on liabilities that may arise from 
cybersecurity breaches.

Register for the 2015 Water Policy Conference at www.amwa.net/2015WPC.  

Bob Woodward, 
Associate Editor 
The Washington Post

Gina McCarthy, 
Administrator, U.S. 
Environmental 
Protection Agency





City of Tucson 
Independent Audit and Performance Commission  

 

Review of the Administrative Service Charge Assessed to Tucson Water 
 

November 5, 2015 
 
Honorable Mayor and Council: 
 
Introduction 

On March 10, 2015 the Independent Audit and Performance Commission (IAPC) received a 
request from Council Member Kozachik to consider conducting an analysis of the cost allocation 
methodology used to assess the administrative service charge to Tucson Water (Water).  The 
IAPC appointed a subcommittee to conduct the requested analysis at its April 1, 2015 meeting. 

Background 

The Administrative Service Charge is a comprehensive distribution of city-wide central service 
administrative costs to certain departments that benefit from these services. It is used by the City 
of Tucson to recover costs from Water, Environmental Services, Park Tucson, and the Highway 
User Revenue Fund (HURF). The general fund will recover $12.9 million for fiscal year 16 from 
those funds. 

The specific distribution of charges to the departments named above, is included on pages 7 and 
8 of Appendix A (City of Tucson Allocated Costs by Department dated 6-26-15).  This appendix 
identifies each central service activity which provided service and the corresponding dollar 
amounts charged. 

All departments can be charged for direct and/or indirect costs. Direct costs are for specific 
assistance from a department. For example, Water requested that they have one additional 
cashiering station, and that is provided by the Finance Department.  

Indirect costs consist of all other central service activities.  These costs are allocated on a 
proportional share of central service usage.  For a detailed listing of the basis of allocation that 
relate to Water see Appendix B (Allocation Basis). 

Scope 

The IAPC Cost Allocation Subcommittee (IAPC-CAS) conducted meetings with staff and 
reviewed the cost allocation methodology in order to comment on: 

1. The current methodology’s success in attributing reasonable costs to Water for the central 
services it consumes; and 

2. The appropriateness of the allocation factors used. 
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Discussion 

The Cost Allocation Subcommittee held nine fact-finding meetings for a total of about twenty 
hours with Joyce Garland, Budget and Internal Audit (BIA) Program Director, Lee Barr, 
Financial Specialist, Pete Saxton, Internal Audit Manager, Bob Kulze, Interim Internal Audit 
Manager, and Diane Link, Administrative Assistant. During these meetings, staff provided 
documents and presentations to the subcommittee members that conveyed complex cost 
allocation methodologies and procedures. Staff demonstrated clear familiarity with the topic and 
were patient and forthcoming with the subcommittee as it tackled the difficult subject matter. 

Addressing Item #1 in the Scope, the IAPC-CAS learned that cost allocation methodologies are 
in widespread use by municipal governments. In 1999, The City of Tucson began using 
proprietary software developed by the Maximus Corporation for which it pays an annual 
subscription fee. The software produces what is called a “Full Cost Allocation Plan” (FCAP), 
which is completed by the Office of Budget and Internal Audit bi-annually as part of the budget 
planning process. The FCAP identifies the cost of central support services using the most current 
and best data available. For a full explanation of how this is accomplished, please see Appendix 
C. The current plan, “BY15”, completed in May of 2015 used fiscal year 15 budgeted 
expenditures and fiscal year 14 actual service activities.   

In order to address Item #2 in the Scope, the IAPC-CAS learned that the FCAP seeks to 
equitably distribute or “allocate” the burden of central service costs among the various 
departments. There are three principles guiding the allocation process: 1) costs should be 
necessary and reasonable for the proper performance of a program; 2) the costs should be 
allocated city-wide according to the relative benefits received; and 3) “direct” and “indirect” 
costs are consistently classified as “direct” and “indirect”.   

Illustrative Examples 

In order to understand and document a functional example of how the FCAP applies to Water, 
the IAPC-CAS requested BIA staff to identify data for the following examples. Staff assembled 
the following data from the FCAP showing the allocation of two items from central service 
activities to Water. The IAPC-CAS reviewed and commented upon these examples.  

Example #1: Finance Department - Treasury Collections (FTC) allocation to Water of 
$823,045 

Step 1: Weight the items being processed by FTC to quantify how much more difficult it is to 
process some types of transactions than others. For example, according to the FTC, an Inspection 
Permit payment is more complex to process than a Bus Pass payment. The weighting factor is 
applied to all documents without regard to whom the cost will be attributed. The following table 
shows the weight applied to various transaction types: 
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Type of Collection: Weight of Items 
Collections – Specific 

Occ. Liquor 2.0 
Miscellaneous Tax Apps 1.0 

Alarm Fees 1.0 
Inspection Permits 2.0 

Sign Code 1.0 
Bus Pass 1.0 

Environmental Services 1.5 
Water 1.5 

For the purpose of this example, the weight has already been applied to the various transaction 
types. 
 
Step 2: Evaluate the weighted number of items to determine if it was appropriate as an allocation 
basis. 

Identify each Basis (see Appendix B). 
Department: Allocation Basis: Allocation Source: Weighted # 

of items 
Fin-Collections General Total weighted allocation, 

less Water and 
Environmental Services 
 

FY 2015 adopted 
budget and division 
records 

730,621

Fin-Collections Specific Number of collection 
transactions processed 
 

Division records 1,956,343

Fin-Collections General specifically excludes Water and therefore has no further impact on this 
example. 

Attribute the Fin-Collections Specific to the benefiting departments (source is the FTC, which 
has a procedure to separately identify each transaction processed): 

Type of Collection: Weighted # of Items: Attributable to: 
Fin-Collections Specific  

Occ. Liquor 69,220 General Government 
Miscellaneous Tax Apps 3,848 General Government 

Alarm Fees 432 General Government 
Inspection Permits 31,178 Planning and Development Services 

Sign Code 8,444 Planning and Development Services 
Bus Pass 8,584 Transportation 

Environmental Services 688,223 Environmental Services 
Water 1,146,414 Water 

Total 1,956,343  
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Using the proportions identified, allocate the cost of the FTC to Water: 
Receiving Dept: Weighted # of Items: Allocation %: Total FTC  

$ Allocated: 
General Government 73,500 3.7570% $      52,768
Planning and Development Serv. 39,622 2.0253% 28,446
Transportation 8,584 0.4388% 6,163
Environmental Services 688,223 35.1791% 494,096
Water 1,146,414 58.5998% 823,045

Total 1,956,343 100.0000% $ 1,404,518
 

The weighted number of items processed is considered to be a reasonable basis, because it is a 
specific measurement of the number of transactions processed, and represents the amount of staff 
time it takes to process each type of transaction. 

Conclusion of Example 1: In keeping with the principles of the analysis of the allocation process, 
the IAPC-CAS evaluated the weighted number of items and found it was reasonable as an 
allocation basis. 

Example #2: Information Technology Department – Enterprise Application allocation to 
Water of $1,185,417. 

The FCAP describes the IT – Enterprise Applications activities as: 
The Applications program area provides the analysis, development, implementation, and on-
going support of specific and enterprise software applications that run city business 
processes, ensuring the performance, availability, and stability of those systems[.] 

The accumulated expenditures associated with the IT – Enterprise Applications is allocated in 
two processes.  The first one is a specific allocation, and the second one is a general allocation.  

The specific allocation of costs associated with this activity is based on the budgeted costs for the 
annual maintenance agreements (AMA) for each enterprise application as a percentage of the 
total budgeted amount for the maintenance cost for all enterprise applications paid by IT. 

Step 1: Accumulate and attribute the amount of budgeted costs to be used on AMA for software 
applications paid for by IT.  The attribution of each AMA is as follows: 

Department Maintenance Contracts 
FY15 
Budget % of Total 

Enterprise Wide (ENT) 
ENT CK Finder (Drupal add-in) 499 
ENT Crystal - Business Objects 100,800 
ENT FIN 590,859 
ENT HRM 295,866 
ENT PB 96,514 
ENT Lyris (List Manager) 4,800 
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Department Maintenance Contracts 
FY15 
Budget % of Total 

ENT Microsoft External Connectors 9,000 
ENT Oracle - Network Database Maint. 309,500 
ENT Oracle CTM Licenses 4,500 
ENT SQL Server 34,000 

Subtotal ENT 1,446,338 70.45%
Finance Department (FIN) 
FIN CA Job Scheduler 8,700 
FIN TRMS Maintenance 280,000 

Subtotal FIN 288,700 14.06%

Human Resources (HR) 
Meridian/Learning Management 

System (COTEU) 
29,233 1.42%

Information Technology (IT) 
IT Apple IOS Developer Program 110 
IT Beyond Compare 400 
IT Books 24x7 2,500 
IT ERWIN 3,100 
IT Flash Media Server 1,200 
IT Misc Software 5,000 

IT 
Open Text Connectivity (formerly 
Hummingbird Exceed) 500 

IT Star SQL 8,000 
IT SQLyog Enterprise 400 
IT TOAD Maint. 3,300 
IT Visual Studio 2008 Assurance 2,600 

Subtotal IT 27,110 1.32%
Planning & Development Services Department (PDSD) 
PDSD Accela Permits Plus 74,300 
PDSD Selectron IVR 9,000 

Subtotal PDSD 83,300 4.06%
Tucson Department of 
Transportation (TDOT) 

Cartegraph 46,658 2.27%

Water 
Water Loftware Barcode Application Maint. 900 
Water WAM Synergen Maint. 131,000 

Subtotal Water 131,900 6.42%

  TOTAL 2,053,239 100.00%
 
  



City of Tucson 
Independent Audit and Performance Commission 

Review of the Administrative Service Charge Assessed to Tucson Water 

6 

The accumulation of attributed AMA is as follows: 
Attributed to: Total AMA 

attributed: 
Percent of total 

AMA attributed: 
Enterprise Wide (ENT) $ 1,446,338 70.45%
Finance Department (FIN) 288,700 14.06%
Water 131,900 6.42%
Planning Development Services (PDSD) 83,300 4.06%
Tucson Department of Transportation (TDOT) 46,658 2.27%
Human Resources (HR) 29,233 1.42%
Information Technology (IT) 27,110 1.32%

TOTAL $ 2,053,239 100.00%
 

Evaluate if the AMA is a reasonable basis for estimating the relative level of effort required from 
the IT department – Enterprise Applications to provide support. The AMA is considered to be 
reasonable because the IT department has noted that there is a correlation between the market 
value of a computer program and the program’s complexity and size. A program’s complexity 
and size directly impact the level of effort required to provide adequate support. Therefore, more 
expensive programs are larger, more complex, and require more IT support. Further, as the cost 
of each AMA is determined by the vendors and not determined by a City employee, the values 
are objective. 

Step 2: The specific allocation process is completed by applying the allocation percentages to 
the dollars to be allocated in the double step-down allocation (see Appendix C for more 
information).  The specific allocation process can be summarized as follows: 

Attributed to: Percent of total 
amount 

attributed* 

Amount 
attributed in 

Step 1 

Amount 
attributed in 

Step 2* 

Total 

Enterprise Wide (ENT) 70.45% $ 1,240,094 $             0 $ 1,240,094
Finance Department (FIN) 14.06% 247,491 348,936  596,427
Water 6.42% 113,008 159,329 272,337
Planning Development 
Services (PDSD) 

4.06% 71,466 100,760 172,226

Tucson Department of 
Transportation (TDOT) 

2.27% 39,958 56,336 96,294

Human Resources (HR) 1.42% 24,996 35,241 60,237
Information Technology 
(IT) 

1.32% 23,235 0  23,235

Total cost of IT – 
Enterprise Applications 

 $ 1,760,248  $ 700,602 $ 2,460,850

* Due to the double step down allocation process used by the allocation software, the number of 
departments receiving an allocation has been stepped down (reduced), and therefore the 
“percent of total amount attributed” is different in Step 2 than in Step 1. 
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Step 3: The next phase begins the general allocation process.  This phase uses a broad allocation 
basis, the weighted expenditure allocation, to allocate costs associated with the Enterprise Wide 
function (from above) of activity to benefiting departments as follows: 
 
First, the weighted expenditure allocation is developed by accumulating the operating 
expenditures for all departments and then modifying the impact of one-time expenditures to 
reduce their effect on the total.  This is the best practice method suggested by the consultants 
from the Maximus software corporation during initial implementation.  The modification reduces 
the impact of one-time capital purchases so the values more accurately reflect on-going 
expenditures.  The values are as follows: 

 
Department/Division: Weighted 

Expenditure 
Allocation: 

Percent of total: 

Mayor and Council $ 2,566,510 0.3144%
Office of the City Manager 4,196,110 0.5141%
Office of Integrated Planning 1,632,540 0.2000%
City Clerk 2,971,150 0.3640%
City Attorney 9,689,350 1.1870%
City Court 12,137,494 1.4870%
Office of the Public Defender 3,064,940 0.3755%
Budget and Internal Audit 1,462,790 0.1792%
Finance 11,974,320 1.4670%
Procurement 3,216,530 0.3941%
Information Technology 17,462,147 2.1393%
Human Resources 4,503,150 0.5517%
General Services 58,029,272 7.1091%
Police 160,404,800 19.6511%
Tucson Fire Department 91,483,320 11.2076%
Planning and Development Services 9,265,070 1.1351%
Housing and Community Development 75,501,856 9.2497%
Tucson Convention Center 6,032,810 0.7391%
Parks and Recreation 37,747,330 4.6244%
Tucson City Golf 7,996,090 0.9796%
Environmental Services 39,592,311 4.8504%
Transportation 69,018,973 8.4555%
Park Tucson 3,098,567 0.3796%
Water 126,258,626 15.4679%
Non-Departmental 24,221,440 2.9674%
HURF 32,020,620 3.9228%
Pension Fund Admin 714,530 0.0875%

TOTAL $ 816,262,646.00 100.0000%
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Second, the percent of the weighted expenditure allocation is applied to the dollars associated 
with the Enterprise Wide (ENT) line item:  

Attributed to: Percent of total 
amount 

attributed* 

Amount 
attributed in 

Step1 

Amount 
attributed in 

Step2* 

Total 

All Other Departments 84.5321% $ 3,547,472 $ 1,406,346  $ 4,953,818
Water 15.4679% 649,125 263,955 913,080

Total cost of IT – 
Enterprise Applications 

 $ 4,196,597  $ 1,670,301 $ 5,866,898

* Due to the double step down allocation process used by the allocation software, the number of 
departments receiving an allocation has been stepped down (reduced), and therefore the 
“percent of total amount attributed” is different in Step 2 than in Step 1. 

The total weighted expenditure allocation basis was determined to be reasonable because it 
approximates the level of effort that the IT – Enterprise Applications provides to each 
department.  For instance, Crystal Business Objects is attributed to the Enterprise Wide function 
in the specific allocation process above.  Crystal Business Objects is a report writing program 
that allows City employees to write queries and create reports for the SQL databases on the 
network. There is no direct measurement of departments using queries or obtaining reports.  
However, since each department is likely to have used at least one query or report which was 
built on Crystal Business Objects, there needs to be a way to allocate the cost of that activity.  
The total weighted expenditure allocation basis allows staff to approximate the likelihood that 
each department will have derived benefit from Crystal Business Objects by noting that larger 
departments tend to use more queries and more reports than smaller departments.   

Step 4: As a final step in the process, the specific and the general allocation are summarized as 
follows: 

Specific/General allocated: Total amount 
attributed 

Specific allocation $   272,337
General allocation  913,080

Total allocation from IT – Enterprise Applications to WATER  $1,185,417
 

Conclusion of example 2: In keeping with the principles of the analysis of the allocation process, 
the IAPC-CAS evaluated the Annual Maintenance Agreement costs and the weighted 
expenditure allocation and found each one was reasonable as an allocation basis. 

  













































Allocation basis

This list shows all department-activities with allocations to Water Dept.

This list identifies the basis of allocation used in the FCAP

Department-Function Allocation basis

IT-Enterprise Applications Based on software maintenance

IT-Technical Services Server count per department

IT-Network Services Number of VOIP devices (phone)

IT-Service Desk Number of PC's

IT-GIS Services Estimated level of staff support

IT-Facilities Management Total weighted exp. allocation

Finance Treas-Collections "Specific" is the number of transactions processed

Finance Acct-Systems Total weighted exp. allocation

Finance Acct-Services Payroll-total FTE's (26.21% of total Services)

Accounts Payable-number of payment vouchers processed (34.26% of total Services)

total weighted exp. Allocation (39.53% of total Services)

Finance Acct-Operations Total weighted exp. allocation

Finance Treas-Debt Mgmt. Total weighted exp. allocation, except Tor portion directly to Water

Finance Treas-Investments Total weighted exp. allocation

Finance-Risk Mgmt. Risk Management transfers-specific budgeted dollar amounts

Finance-Pension Fund Admin Number of permanent FTE's, excluding elected, appointed, commissioned

Procurement-Design, Const, Purch Number of contracts & PO's issued

Procurement-Surplus, Auction, Matls Mgmt. Total weighted exp. allocation

Procurement-Mail Services Internal mail-number of FTE's

External-direct charges

Procurement-Pcard Number of pCard transactions

Attorney-Civil Estimated level of staff support

Attorney-Criminal Estimated level of staff support

Clerk-Leg & Records mgmt. Records center/archives: total weighted exp. allocation

HR-Employ & Compensation Number of permanent FTE's, excluding M&C

HR-Employee Develop Number of permanent FTE's, excluding elected, appointed

HR-Employee Benefits & Records Number of permanent FTE's

HR-Equal Opportunity Pgm Number of FTE's, excluding elected

HR-Central Safety & Wellness Number of total FTE's

HR-Claims & Work Comp Work Comp transfers-specific budgeted dollar amounts

HR-Admin For Civil Service Commission activity: number of permanent FTE's, excluding elected, appointed

Budget & Internal Audit 50% is allocated using number of total FTE's

50% is allocated using total weighted exp. allocation

City Manager 50% is allocated using number of total FTE's excluding M&C

CMO-Communications & Intergov Relations Internal city communications-number of FTE's

CMO-Real Estate Direct charges for services

General Services-Facilities Mgmt. Facilities maintenance expenditures

General Services-Arch & Engineer Expenditures for A&E services

General Services-Fleet Services Expenditures for fleet services

General Services-Communications Comm maint ISF expenditures

Genl comm infrastructure expenditures

I-Net maintenance: total weighted exp. allocation

Office of Integrated Planning Estimated level of staff effort

General Government-General Total weighted exp. allocation

TFD-Hazardous Waste Disposal Haz Waste transfers-specific budgeted dollar amounts

Alloc basis chart - if Water Dept receives share 9/30/2015
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Citizens’ Water Advisory Committee  
 

Projected Agenda 
 

 

11/30/2015   Page 1 of 1 

Meeting Date/Agenda Items Materials Deadline 

*January 6, 2016 
• TW Financial Plan 
• Bond Council 
• Fees 

 

*December 30, 2015 

*February 3, 2016 
• Adoption of Tucson Water Financial Plan 
• Fees 

 

*January 27, 2016 

*March 2, 2016 
• Adoption of Tucson Water Rate Schedule 
• Avra Valley Communications Plan 

*February 24, 2016 

  
 

Future Agenda Items without a Date: 
 
-Effluent Sales and ground water use Analysis **Wally 
-Staff Report on History of Pool Conservation **C&E  
-Presentation of CWAC research findings by Julie Brugger (C Freitas) 
-CAP/TW Shortage and Drought Presentation **Mitch/Wally (May) 
-Green Streets Presentation OIP  
-Water Conservation efforts in CA (J Jenkins) 
-M&C Water Policies 
 
 
*Date subject to change pending approval of 2016 meeting schedule at December’s regular meeting 
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