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1. Roll Call 

The meeting was called to order by Finance Subcommittee Chair Bruce Billings at 7:32 
a.m. Those present were: 

 
Members Present: 
Bruce Billings (Chair) Representative, Ward 3  
Mark Lewis   Representative, Ward 5 
Chuck Freitas  Representative, City Manager 
Catlow Shipek *  Representative, City Manager  
Mark Stratton  Representative, City Manager 
Brian Wong   Representative, City Manager 
 
* Member Shipek arrived at 7:38 a.m. 
 
Members Absent 
Mark Taylor   Representative, City Manager 
 
Tucson Water Staff Members: 
Albert Elias   Acting Director 
Sandy Elder   Deputy Director 
Scott Clark   Deputy Director 
Jeff Biggs   Strategic Initiatives Administrator 
Melodee Loyer  Interim Financial Services Administrator 
Fernando Molina  Public Information Supervisor 
Britt Klein   Maintenance Administrator 
Wally Wilson   Chief Hydrologist 
Andrew Greenhill  Intergovernmental Management Coordinator 
Steven Ritter   Finance Management Coordinator 
Theresa Bourne  Lead Financial Accountant 
Rebecca Spry  Staff Assistant 
Joaquim Delgado  Public Information Specialist 
Johanna Hernandez Staff Assistant 
Kris LaFleur   Staff Assistant 
 
Others Present 
Mitch Basefsky  CWAC 
W Mark Day    
 
Via Conference Call 
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Deb Galardi   Galardi Rothstein Group 
Harold Smith   Raftelis Financial 
 

2. Announcements – There were no announcements. 
 
3. Call to Audience – Mark Day thanked Tucson Water staff for providing him with block 

usage data information from recent years. He expressed support for block-rate pricing 
management to increase revenues, rather than adjustment of service charges. 
  

4. Review of December 16, 2015, Legal Action Report and approval of Meeting 
Minutes – Subcommittee Members reviewed the Legal Action Report from the 
December 16, 2015, CWAC Finance Subcommittee meeting. Member Freitas moved to 
approve the Minutes; Member Stratton seconded the motion. The motion was carried by 
a vote of 4-0. 
 

5. Revised FY 2016-2021 Financial Plan options (including Conservation Fund): 
Review & vote – Tucson Water staff presented revised results of the FY 2017-21 
financial plan analysis, and advised the subcommittee that the utility would recommend a 
rate increase of 9.8% for FY 2017.  
 
Staff presented two financial plan options to the subcommittee: 
 
Option A reflected a 9.8% revenue increase, and a Capital Improvement (CIP) budget 
that did not include funds for Sonoran Corridor infrastructure development. 
 
Option B reflected a 9.8% revenue increase, and CIP funds of $6.5M available for 
Sonoran Corridor infrastructure development. 
 
Members, staff, and Tucson Water’s financial consultants engaged in extensive 
discussion. 
 
Member Lewis moved for approval of Option B, with two caveats: 
1) A staff presentation would be made to full CWAC regarding a best-possible estimate 

for return on investment of the $6.5M in CIP funds allocated for Sonoran Corridor 
infrastructure; and  

2) The recommended $0.02/ccf Conservation Fee increase would be contingent upon 
Conservation & Education Subcommittee approval at the subcommittee’s next 
meeting 

 
Member Stratton seconded the motion.  
 
Member Freitas suggested a substitute motion, which would include Member Lewis’ 
motion with an additional caveat: The CWAC chair would address a letter to Mayor & 
Council indicating that the recommended Tucson Water budget included two items that 
did not conform to Mayor & Council Water Policy – a Payment in Lieu of Tax, and a low-
income assistance program. Member Lewis seconded the substitute motion. After 
discussion between members, Member Freitas withdrew the motion. 
 
The subcommittee voted on Member Lewis’ motion, which passed on a voice vote of 5-1. 
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Member Freitas asked Chair Billings to arrange for the subcommittee to forward a letter 
to full CWAC, which would address subcommittee concerns about Tucson Water’s 
proposed funding for Sonoran Corridor infrastructure, as well as concerns about Tucson 
Water funds spent for Payment In Lieu of Tax and the Low-Income Assistance Program. 
 

6. Future Meetings / Agenda Items – The next Finance subcommittee meeting is 
scheduled for January 21, 2016. The subcommittee and staff will review cost of service, 
revenue targets, and rate schedules. 

 
7. Adjournment – The meeting was adjourned at 9:38 a.m. 
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Why Are We Here? 
Purpose:  

• Present results of revised financial plan analysis 
• Consider Financial Plan & move to Full CWAC 
• Consider Conservation Financial Plan & move to full CWAC  

Bottom Line Up Front:  
• Staff recommends  FY 2017 rate increase: 9.8% plus 2¢ 

conservation fund increase 
• Staff seeks Committee Approval 
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What Changed? 

• Reexamination of water revenue projections results 
in $4M additional revenues 

• Reposting of new program requests 

• Re-balancing of reserves 

• Eliminated $3.75 from O&M budget 

• Reduced funding for program requests 

• Incorporated Conservation Funds impacts on Bond 
Ratings and Reserves 
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Financial Benefits 

• Enhanced debt service coverage –  

– Meets 185% goal recommended by rate consultants 

• Reduced rates in outer years 

• Rate increase <10% in FY17 

• Funds the increased M&C program request in 
conservation 
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Context: Policy Framework 

Mayor & Council Policies   
• Debt service coverage 
• Cash reserves 
• Annual review of rates and charges 
Bond Covenants/Rating Agencies 
• Debt Service Coverage (Senior Lien) 

– Limiting Factor 175% (Goal = 185%) 

• Working Capital – Days of O&M 
– Goal is 85 days 
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(Updated) 
Operating & Maintaining Tucson Water 

$184.6 Million 
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Staffing 
$36.2M – 19.6% 

CAP Water 
$27.3M – 14.8% 

Power 
$15.4M – 8.4% 

Admin. Service Charge 
$12.3M – 6.7% 

Other Operating 
$36.6M – 19.9% 

Debt Service 
$56.7M – 3.07% 
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Reclaimed Water System Demand 
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Promoting Economic Development 

Mayor & Council to consider Tucson Water 
providing support of economic development for 
the Aerospace Parkway 

– Pipeline infrastructure for business bringing jobs to 
Section 31  

– Relocate Santa Cruz treatment system and add 
reservoir & boosters -  provides fire flow to Section 31 
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~ $6.5M 



Conservation Subcommittee 11 



Impacts of Original Conservation Plan to 
Overall Financial Plan 

• Inability to meet Senior Lien Debt Coverage 

– 2% reduction in FY 17 

• Working capital reduction 
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Staff Recommended Changes 13 



Comparison of Overall Revenue Increases 
(W/2¢ Conservation Adjustment)  

Rate Increase Drivers 

• Lower GPCD 

• Reduced Reclaimed use 

• $3M Water Bank loss 

– Removed from Financial Plan 

• Moved non capital projects and 
operations from CIP to O&M 

14 

Option A Option B 
(Aerospace 

Parkway 
$6.5M) 

Prior 
Plan (%) 

FY 2017 9.8 9.8 7.3 

 FY 2018 7.0 7.0 7.3 

 FY 2019 5.8 5.8 7.3 

 FY 2020 5.8 5.8 7.3 

 FY 2021 5.8 5.8 N/A 



  
 
 
 
 
 
 
 
 

Bond covenant = 175% (Goal = 185%) 

 
 
 
 
    
   

 
FY 2015-2020 Preliminary Financial Plan 
Debt Service Coverage: Senior Lien Coverage 

(W/2¢ Conservation Rate Increase) 
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2017 2018 2019 2020 2021 

Senior Debt 
Option A – 9.8% FY 2017 186%  195%  196% 203%  210% 

Option B – 9.8% FY 2017 
Aerospace Parkway 186% 194% 195% 202% 209% 



M&C Policy = 175% (Bond Ratings based on Senior Debt) 

 
 

FY 2015-2020 Preliminary Financial Plan 
Debt Service Coverage: All Debt 
(W/2¢ Conservation Adjustment)  
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2017 2018 2019 2020 2021 

All Debt 
Option A – 9.8% FY 2017 162% 172% 174% 181% 191% 

Option B – 9.8% FY 2017 
Aerospace Parkway 162% 172% 173% 180% 190% 



 
FY 2015-2020 Preliminary Financial Plan Options 

Working Capital/Cash Reserves 
(W/2¢ Conservation Adjustment) 
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Working Capital / Cash reserves 
 2017 2018 2019 2020 2021 
Option A – 9.8% FY 2017 $27.9M $29.2M $30.4M $34.7M $39.3M 
Option B – 9.8% FY 2017 $27.9M $29.2M $30.4M $34.7M $39.3M 
Days of Working Capital 

Option A 85 88 90 100 110 
Option B 85 88 90 100 110 



Measuring Affordability 18 

Median Household Income (MHI) Per Year 

$60,000 $50,000 $40,000 $30,000 

$37,149 
City of Tucson 

$50,068 
Arizona 

Metro. Tucson 
$45,856 

US 
$53,657 

Affordability Range by % of Income 

0.5% 0% 1.0% 1.5% 2.0% 2.5% 3.0% 

Less Affordable 
More Affordable 

City of Tucson 1.08% 

Metro. Tucson 0.87% Affordability 
Range % of MHI 

~ $13.22/mo 

~ $24.10/mo 
Average Residential Bill 

$33.22 

Source: AWWA Affordability Recommendation 
(Bond Rating Agency  - Fitch is <1.0%) 



Staff Recommended Plans 
1. Option B – 9.8% increase (FY 17) Supporting Economic 

Development in the Aerospace Parkway 

2. 2¢ increase in FY17 for Conservation Fund 

3. Discussion and Vote 

Future Considerations (FY 18): 

A) Increase Monthly Service Charge? – To minimize impacts of 
lower GPCD 

B) Investigate options to promote infill, annexations, and 
minimizing rate increase impacts on lower income 
community 
• Eliminate System Equity Fee within City Limits? 

• Higher rates in unincorporated areas? 
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Next Steps 
20 

February January April March June May July 

Jan 13 
 CWAC 

Full Committee 

Mid February 
Staff conducts 
Cost of Service 

Study 

April 
Mayor & Council 
review proposed 
rate schedules & 

slate Notice of 
Intent to increase 

water rates 

Mid February 
CWAC Finance Subcommittee meets 

to review Cost of Service/revenue 
targets & rate schedules 

March 2nd 

 CWAC 
Meeting on 

rate schedules 

February 
Mayor & Council 
vote to adopt (or 
not) the FY 2015-

2020 Financial Plan 

May 
Mayor & Council 
public hearing on 
proposed water 

rates 

July 5th 

New water rates 
take effect 

2016 



Outreach 
21 

February January April March June May July 

April - May 
Rate Town Halls 

February 
Ward office 
Discussions 

March 
Meet with Council 

Offices & 
stakeholders on 
rate schedules 

2016 

June 
Water Matters bill 

insert focus on 
rates 

Available online 
CWAC reports, proposed rates and fees, CWAC meeting minutes and PowerPoints   
 
      
  
  
 
   

 
 
  

   



             Questions or Comments? 
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