
   
  

 
 
 
 

 
 
 
 
 

 
 
  
1. Roll Call 

The meeting was called to order by Finance Subcommittee Chair Mark Stratton at 10:08 a.m. 
Those present and absent were: 

 
Members Present: 
Mark Stratton, Chair  Representative, City Manager  
Chuck Freitas   Representative, City Manager  
Catlow Shipek   Representative, City Manager 
Brian Wong    Representative, City Manager 
Melissa Mauzy  Representative, Ward 6 
 
Absent:  
Mark Lewis   Representative, Ward 5 
 
Tucson Water Staff Members: 
Tim Thomure   Director 
Silvia Amparano  Deputy Director 
Pat Eisenberg   Engineering Administrator 
Melodee Loyer  Planning Administrator 
Jesus Suarez   Maintenance Administrator 
Albert Avila   Water Quality & Operations Administrator 
Fernando Molina  Public Information Officer 
Tom Victory   Engineering Manager  
Steve Ritter   Management Coordinator 
Theresa Bourne  Management Coordinator 
Jessica Rodriguez  Executive Assistant 
Susan Spiess   Staff Assistant 
Rebecca Lapora  Staff Assistant 
Kris LaFleur   Staff Assistant 
 
Other Attendees: 
Wally Wilson   Metro Water 
Mark Day   Citizen 
 

2. Announcements – None.  
 

3. Call to Audience – Mark Day made a statement, which he also submitted for the record, 
recommending the use of a new surcharge to increase revenues, rather than increased service 
charges. 
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4. Review of December 21, 2017, Legal Action Report and approval of Meeting Minutes – 
Member Wong moved to approve the Minutes; Member Mauzy seconded the motion. The 
Minutes were approved by a vote of 5-0. 
 

5. FY2019 Cost of Service Update – Mr. Ritter explained that staff would present a status review 
of the topics that emerged from the financial and rate Deep Dive discussions, including 
recommendations from CWAC and, where different, from Director Thomure. The Deep Dive 
update would inform the subsequent Cost of Service and Proposed Rate discussions.  
 
Mr. Thomure led the review of Deep Dive topics and recommendations. Topics reviewed and 
their associated recommendations were as follows:  
 
Limited-Income Assistance Program: 
CWAC Recommendation: 
• Review waiver of base rate; produce financial models to compare status quo to above 

recommendations 
Director’s Recommendation:  
• Provide qualifying customers with two options: Existing program (50% of entire bill) or option 

to waive base rate plus first 2 ccf monthly water use 
• Develop a Foundation fund to assist with temporary emergency relief 
 
Members and staff discussed the topic. Member Shipek expressed concern that the proposed 
recommendations lack a conservation incentive for program participants. 
 
Census Tract Data & Affordability: 

 CWAC Recommendation:  
• Focus Low-Income Assistance Program public outreach efforts on ZIP codes with elevated 

concentrations of bills exceeding the 2% affordability threshold 
• Perform additional outreach through Ward offices 
Director’s Recommendation: 
• Concur 

 
Conservation vs. Revenue Stability: 
CWAC recommendation:  
• Increase the base rate to generate 30-35% of total annual revenue requirements 
• Continued increases to the CAP charge 
• Refinements to the inclining block rate structure 
Director’s recommendation: 
• Increase base rate to generate 30-35% of revenue 
• Offset impacts to limited income customers with proposed options in the limited-income 

program to include base rate plus 2 Ccf’s of water  
• Continue to index CAP charge to actual cost 

 
Member Shipek expressed concern that low water use customers will see a proportionally higher 
increase to their monthly bill with an increase of the base rate.  
 
Base-Rate Recovery of Fixed Costs: 
CWAC recommendation: 
• Allocate costs to a readiness-to-serve component of the Monthly Service Charge with the 

goal of recovering 30%-35% of total annual revenue from this charge 
• Incremental phase-in of Service Charge increase 
Director’s recommendation: 
• Increase base rate to generate 30-35% of revenue by adding readiness-to-serve component 
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• Phased-in implementation  
 

Reclaimed System & Rates: 
CWAC recommendation: 
• 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) 
• Perform cost-benefit analysis of savings due to deferred development of new potable sources 

& infrastructure 
Director’s recommendation: 
• Proposed rate increase following revenue requirements per Financial Plan 
• Conduct Value of Water analysis during “One Water 2100 Plan” development 
 
Members and staff discussed the director’s recommendation, and the potential impacts on 
reclaimed users. Member Wong expressed concerns about increasing reclaimed rates prior to 
conducting a value-of-water analysis. 
 
Differential Rates Inside/Outside City Limits: 
CWAC recommendation: 
• Prefers status quo 
Director’s recommendation: 
• Evaluate options with City Manager and M&C to reduce long-term debt burden 
• Any change to status quo would happen beyond current rate package 
 
Multi-Year Financial Planning & Rate-Setting: 
CWAC recommendation: 
• Continue two-year rate-setting cycle 
• Follow annual budgeting and financial planning processes 
• Financial process must provide ability to revise rates to account for unanticipated 

circumstances and/or expenditures 
Director’s recommendation: 
• Four-year rate cycle 
• Annual budgeting and financial planning process 

 
Members and staff discussed the topic. Member Freitas expressed reservations about instituting 
a 4-year rate schedule, and Member Shipek also voiced concerns. 

 
Volumetric Rate Structure: 
CWAC recommendation: 
• Proceed with development of a revised Multifamily rate structure in the next rate cycle 

(implementation in FY2019) 
• Revise the Single Family tiers before FY2021 
Director’s recommendation: 
• Review potential changes to multi-family rate structure over next 18 months and recommend 

changes, if any, for FY2020 
 

Mr. Ritter reviewed updates to the cost of service analysis that had been completed since the 
previous subcommittee meeting. These included a new smoothing model that accounted for 
proposed increases to the Reclaimed rate. 
 

6. FY2019 Proposed Rates: Review & Recommendation – Mr. Ritter led the presentation on 
Tucson Water’s FY2019 – FY2022 rate design process and proposed rate package. He reviewed 
the rate design process and the cost-of-service (COS) models that were considered, including 
Traditional, Smoothing, and Smoothing with a Reclaimed revenue increase of 5.8%. The latter 



Citizens’ Water Advisory Committee (CWAC) Finance Subcommittee 
Approved Minutes 
January 25, 2018 
 

 4  

COS model was the option recommended by staff. Mr. Ritter continued to review elements of the 
COS models, and discussed sample single-family residential rate schedules and projected 
average monthly bills, based on each model. 

 
Members pointed out that higher rate blocks did not appear to increase under the proposed 
Smoothing w/Reclaimed model, and expressed concern about the appearance of rate inequity 
with the increase to lower blocks. Discussion ensued, and staff indicated that the issue would be 
addressed.  
 
Director Thomure indicated that lower rate blocks had been historically underpriced, and were 
not paying for full cost of service in the Residential rate class. He explained that the proposed 
rate schedule began to correct for this, resulting in a proportionally higher rate increase for lower 
usage tiers. He indicated that staff would continue to explore ways to smooth the proportion of 
increases for lower rate blocks. 
 
Members inquired about staff’s stated goal of increasing base rates. Mr. Ritter indicated that the 
proposed increase for FY2019 would increase base rates to about 27% of fixed costs; 
subsequent increases were expected to bring base rates to the goal of 30% of fixed cost 
recovery.  
 
Mr. Ritter continued to review elements of the recommended rate package, including options for 
mitigating impacts to limited-income customers, discussion of water affordability standards, and 
discussion about the development of community outreach efforts.  
 
Staff requested an additional meeting with the subcommittee to present a final rate proposal, 
prior to consideration by full CWAC on February 7, and Mayor and Council consideration on 
March 6. 
 

7. Future Agenda Items & Meeting Schedule – Discussion of a proposed FY2019 rate package 
will be continued at the next subcommittee meeting, to be held at 10 a.m., Thursday, February 1, 
2018. 
 

8. Adjournment – The meeting was adjourned at 11:54 a.m. 


