
   
  

 
 
 
 
 
 
 
 
 

 
 
  
1. Roll Call 

The meeting was called to order by Acting Finance Subcommittee Chair Brian Wong at 
1:34 p.m. Those present and absent were: 

 
Members Present: 
Brian Wong (Acting Chair) Representative, City Manager 
Chuck Freitas  Representative, City Manager 
Catlow Shipek  Representative, City Manager 
Mark Lewis   Representative, Ward 5 
Melissa Mauzy  Representative, Ward 6 
 
Absent:  
Mark Stratton (Chair) Representative, City Manager 
Mark Taylor   Representative, City Manager 
 
Tucson Water Staff Members: 
Tim Thomure   Director 
Scott Clark   Deputy Director 
Jeff Biggs   Strategic Initiatives Administrator 
Pat Eisenberg  Engineering Administrator 
Britt Klein   Maintenance Administrator 
Steve Ritter   Financial Services Administrator 
Theresa Bourne  Management Coordinator 
Kris LaFleur   Staff Assistant 
Rebecca Lapora  Staff Assistant 
Suzanne Snyder  Staff Assistant 
 
Others Present: 
Chris Avery   Tucson City Attorney’s Office 
Harold Smith   Raftelis Financial Consultants 
 

2. Announcements – There were no announcements. 
 

3. Call to Audience – No comments were made. 
 

4. Review of February 22, 2017, Legal Action Report and approval of Meeting Minutes 
– Member Freitas moved to approve the Minutes; Member Mauzy seconded the motion. 
The Minutes were approved by a vote of 5-0. 
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5. Update: Financial Plan graphs on Tucson Water website – Staff indicated that work 
on this item is progressing. Tucson Water does not have the technical ability to display 
the information on the website in the manner requested by subcommittee. Staff will 
continue working with the utility’s Public Information Office to reach an acceptable 
solution. 
 

6. Discussion: Differential rates inside/outside City Limits 1 – Deputy Director Clark 
indicated that the City Manager has asked staff to explore the possibility of creating a 
rate structure which provides for different water service rates within and outside of City 
Limits; he indicated that the Mayor has also expressed interest in such a scenario. On 
this direction, the utility tasked Raftelis Financial Consultants with reviewing and 
reporting on current rate-differential scenarios. Mr. Clark indicated that Mr. Avery was in 
attendance to provide legal insight during the discussion. 
 
Members and staff briefly engaged in discussion about attempts in the 1970s to base 
water rates upon “Lift Charges,” and a City Council recall that followed. Director Thomure 
specified that the current discussion was not an exploration of Lift Charges, but rather a 
review of rate differentials based only upon water service inside or outside City Limits. 
 
Mr. Smith of Raftelis Financial Consultants presented an overview of the inside/outside 
rate-differential concept. Key topics addressed during the presentation included: 

- Types of outside-city service  
- Types of differential rates commonly used within the water industry 
- How differential rates are developed  

 
Various service area types were identified, including inside-city retail, outside-city retail, 
and outside-city wholesale; inside and outside rates would apply respectively to the 
inside- and outside-city retail categories. Also reviewed were potential reasons for 
establishing a differential rate, such as various cost-of-service considerations, or policy 
decisions meant to achieve certain goals. Mr. Smith further described the process for 
developing outside-city rates, reviewed revenue requirement calculation types, and 
addressed a set of questions for further subcommittee discussion. 
 
During the discussion that ensued, members and staff determined that the boundary 
between Tucson’s inside and outside service areas does not represent a corresponding 
boundary between lower and higher costs of service. This suggested that any potential 
exploration of an inside/outside cost differential would be based upon policy, and not 
upon cost-of-service-considerations. It was noted that the use of differential rates could 
be applied as a tool for encouraging annexation into the City.  
 
Mr. Avery indicated that, based on an Arizona Supreme Court decision related to the City 
of Phoenix, a city may charge a reasonable rate differential for services provided outside 
of that city’s limits. He also indicated that a case involving the City of Mesa determined 
that a city has a reasonable expectation of profit from its operations. He advised that any 
Tucson Water consideration of differential rates should proceed in a manner that follows 
state law.  
 

                                                           
1 Member Lewis departed at 2:34 and returned at 2:36.  



Citizens’ Water Advisory Committee (CWAC) Finance Subcommittee 
Summary Minutes 
March 8, 2017 
 

 3  

Members and staff asked Mr. Smith to return to the subcommittee with analysis of a 
potential inside/outside rate differential model. Mr. Clark requested that members submit 
additional questions or requests for Mr. Smith to address, and indicated that the topic 
would be discussed again at a future subcommittee meeting. 
 

7. Future agenda items – Members requested that the upcoming discussion on reserve 
AOP reimbursement funds occur during a meeting when Chair Stratton will be present. 

 
8. Adjournment – The meeting was adjourned at 3:00 p.m. 


