
   
  

 
 
 
 
 
 
 
 
 

 
 
  
1. Roll Call 

The meeting was called to order by Finance Subcommittee Chair Mark Stratton at 1:33 
p.m. Those present and absent were: 

 
Members Present: 
Chuck Freitas  Representative, City Manager (Acting Chair) 
Catlow Shipek *  Representative, City Manager 
Mark Taylor    Representative, City Manager 
Brian Wong *   Representative, City Manager 
Mark Lewis   Representative, Ward 5 
Melissa Mauzy  Representative, Ward 6 
 
* Members Shipek and Wong arrived after Roll Call 
 
Absent:  
Mark Stratton  Representative, City Manager 
 
Tucson Water Staff Members: 
Scott Clark   Deputy Director 
Pat Eisenberg  Engineering Administrator 
Steve Ritter   Financial Services Administrator 
Candice Rupprecht  Conservation Program Supervisor 
Theresa Bourne  Lead Financial Accountant 
Kris LaFleur   Staff Assistant 
 
Others Present: 
Harold Smith   Raftelis Financial Consultants 
Mark Day   Citizen 
 

2. Announcements – None.  
 

3. Call to Audience – None. 
 

4. Review of April 26, 2017, Legal Action Report and approval of Meeting Minutes – 
Member Taylor moved to approve the Minutes; Member Mauzy seconded the motion. 
Discussion ensued. Members requested that the words “but not recommended” be 
struck from the final paragraph of item 5. With this change, the Minutes were approved 
by a vote of 6-0. 
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5. “Resiliency Fee” Proposal – Mr. Day led a presentation of his “Resiliency Fee” 
proposal, which he described as an alternate option for increasing water revenues that 
would avoid a proposed increase to the water service base rate. Members and staff 
discussed the proposal. 
 
Mr. Smith indicated that staff had directed Raftelis Financial Consultants to identify the 
easiest means of increasing revenue without reducing the water conservation incentive 
created by the utility’s current inclining block rate structure. He explained that variable 
revenues raised via Mr. Day’s proposal would be less volatile than revenues collected 
via the reclining block structure, but would not be as stable as fixed revenues generated 
via increased monthly service charges.  
 
Members and staff engaged in discussion about “stable” versus “unstable” means of 
revenue generation. 
 
Acting Chair Freitas called for a motion on the item. No motion was offered.  
 

6. Review of “Deep Dive” discussions and conclusions 1– Mr. Smith led a review of 
many of the various topics discussed, options developed, and the staff recommendations 
relative to the topics reviewed today, which were presented during the Finance 
Subcommittee “Deep Dive” process that began in September 2016. Topics were 
discussed as follows: 

 
Volumetric rate structure (blocks & tiers) and summer rate tiers  
 
Mr. Smith reviewed the options as presented by Deb Galardi at the previous 
subcommittee meeting:  
- Status Quo 
- Continue to decrease the single-family residential (SFR) Block 1 threshold to promote 
efficient indoor water use, but ensure that no more than 50% of overall SFR usage or 
users fall in Block 1 
- Revise rate structure for multi-family (MF) residents to strengthen conservation 
incentive 
 
Staff recommendations were presented as follows:  
1) Proceed with development of revised MF rate structure during the FY18 rate cycle, 
with implementation in FY19 
2) Revise the SFR tiers during the FY19 rate cycle, with implementation in FY21 [i.e., 
after completion of the two-year rate plan expected to begin in FY19] 
 
Discussion ensued.  
 
Acting Chair Freitas called for comment on staff recommendations. Subcommittee 
comments were as follows:  
1) Concur with staff recommendations 
2) Concur with staff recommendations, but implement SFR tier revisions prior to FY21 

 

                                                           
1 Member Lewis departed at 2:39 and returned at 2:41.  
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Base Rate Recovery of Fixed Costs 
 
Mr. Smith briefly reviewed the topic and options previously discussed, then presented 
the staff recommendation as follows: 
1) Allocate fixed costs to a readiness-to-serve component of the Monthly Service 

Charge, with the goal of recovering 30-35% of total annual revenue through this 
charge. 

 
Discussion ensued. Staff and members indicated that protection of low-income 
customers must be considered in tandem with any consideration of a base-rate increase. 
 
Acting Chair Freitas called for comment on staff recommendations. The subcommittee 
concurred with the staff recommendation. 
 
Tucson Water Low-Income Assistance Program 
 
Mr. Smith reviewed low-income assistance options that had previously been discussed 
by the staff and the subcommittee. Among these were a suggestion that low-income bill 
adjustments could be based on a 100% base-rate adjustment, which would leave only 
volume usage on a customer’s utility bill. An additional option included a waiver of the 
base-rate plus the first 2 CCF of monthly usage.   
 
Staff recommendations for the low-income assistance program included: 
1) Waive the monthly base rate, plus the first 2 CCF of monthly water use 
2) Explore expanding the program to include income-qualifying fixed income citizens 

 
Discussion ensued. Subcommittee members indicated a desire for additional modeling 
and analysis to show the financial impacts of opening the program to more customers, 
as well as the financial and conservation impacts of waiving the first 2 CCF of monthly 
usage. 
 
Acting Chair Freitas called for comment on staff recommendations. The subcommittee 
recommended that Tucson Water and its financial consultant conduct a review of the 
proposed base rate + 2 CCF waiver; the subcommittee additionally recommended that 
staff and consultants conduct financial modeling to compare the status quo to the above 
staff recommendations. 
 
Review of Census Tract Data & Affordability 
 
Mr. Smith briefly reviewed the topic, and presented the options previously discussed by 
the subcommittee for increasing the reach and effectiveness of the low-income 
assistance program. For example: 
- focus on bill-pay assistance within the most at-risk ZIP codes 
- provision of basic residential plumbing repairs 
- automatic enrollment in Tucson Water’s Zanjero Program 
- voluntary low-income assistance donation option on utility statement 
 
Mr. Smith presented the staff recommendation as follows: 
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1) Focus Low-Income Assistance Program public outreach efforts on ZIP codes with 
elevated concentrations of bills that exceed a water affordability threshold of 2% of 
household income 

 
Discussion ensued. Members requested that the voluntary low-income assistance 
donation option be removed from consideration, and staff complied with the request.  
 
Acting Chair Freitas called for comment on the staff recommendation. The subcommittee 
concurred with the staff recommendation, but requested that additional public outreach 
be conducted via the City Ward offices. 
 
Differential Rates Inside/Outside City Limits 
 
Mr. Smith reviewed the topic and presented previously discussed options: 
- Status Quo, with no rate differential 
- Establishment of different water service rates outside City Limits, based upon legal 
precedent and policy direction from Mayor & Council 
 
Discussion ensued. 
 
Mr. Smith presented the staff recommendation:  
1) Continue to explore options for establishing Outside-City rates based on legal 

precedent and policy direction from Mayor & Council, in efforts to help support 
annexations and economic development. 

 
Discussion continued. Acting Chair Freitas called for comment. Members Mauzy, Taylor 
and Freitas objected to the staff recommendation. Member Wong indicated that he did 
not support the recommendation, but believed the decision should lie with Mayor & 
Council. Member Lewis indicated that he agreed with the recommendation, without the 
economic development provision. Overall, the subcommittee indicated a preference for 
the Status Quo; there was no consensus regarding the staff recommendation. 
 
Reclaimed System and Rates 
 
Mr. Smith reviewed the topic and previously discussed options: 
- Status quo (market-based pricing) 
- Consider pricing Reclaimed Water with respect to the future value of potable water 
 
Staff recommended:  
1) Status Quo: Pricing should continue to evaluate market demand for Reclaimed Water 

as new uses for the resource are developed (e.g., Santa Cruz River Heritage Project) 
 

Acting Chair Freitas called for comment, and the subcommittee made recommendations 
as follows:  
1) Concur with staff recommendation 
2) Perform a cost-benefit analysis of savings due to deferred development of new 

potable sources and infrastructure 
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Multi-Year Financial Planning 
 
Mr. Smith reviewed the topic and presented the previously discussed options:  
- Perform cost-of-service study and set rates annually, as was the practice prior to FY 
2017 
- Continue with the two-year rate cycle that was established for FY 2017 & 2018 
 
Staff recommended the following:  
1) Continue setting rates on a two-year cycle 
2) Follow annual budgeting and financial-planning processes 

 
Discussion ensued. 
 
Acting Chair Freitas called for comment, and the subcommittee made the following 
recommendations: 
1) Concur with staff recommendation 
2) Financial process must provide the ability to revise rates to account for unanticipated 

circumstances and/or expenditures 
 

7. Future agenda items & meeting schedule – No future agenda items were discussed. 
The Subcommittee will meet again in September 2017. 
 

8. Adjournment – The meeting was adjourned at 3:13 p.m. 
 

Approved 9/13/17 


