Board of Supervisors Memorandum

A

April 14, 2015

Pima County Code Text Amendment, Sanitary Sewer User Fees

Introduction

At its March 10, 2015 meeting, the Board of Supervisors asked questions about the proposed
sewer user fee rate increases, and the matter was continued to the Board’s April 14, 2015
meeting. The Regional Wastewater Reclamation Department (RWRD) summarized these
questions and prepared responses, which are included in the attached report, Responses to
the Board of Supervisors’ March 10, 2015 Questions. Additional questions were submitted
to RWRD and the Finance and Risk Management Department by the District 5 office.
Responses to those questions are also attached.

In summary:

e The financial plans of 2011, 2012, 2013 and 2014 all indicated there would be
future increases and that such would vary depending on economic recovery.
These statements can be reviewed on Pages 5 and 6 of the attached report.

e Wastewater flows have declined by over 13 percent between 2007 and 2014,
thus decreasing revenues. These declines are largely due to water conservation
and slow growth in new connections.

e Connection fees, upon which we formerly significantly relied to reduce future user
costs, are near or at historic lows and are not expected to significantly increase.

e Customer growth is significantly lower than average due to the Great Recession.

e Debt service has increased dramatically as we pay off our capital improvements
associated with the Regional Optimization Master Plan (ROMP).

¢ While the ROMP program is complete, the system will continue to require capital
repair and replacement investments. These capital investments will be much lower
than past capital improvement programs.

e Operating and maintenance expenditures will increase and will likely parallel or be
slightly greater than consumer price increases.

e Energy consumption and costs have decreased. Energy costs have decreased 24
percent. The present cost of energy is lower than it would have been by operating
a methane electric generating facility and purchasing peaking energy from Tucson
Electric Power.

As can be seen by the responses prepared by RWRD, during the three months since the
Financial Plan was prepared and following my direction to all departments to reduce budgets
by two percent, RWRD reduced its operating expenses and reduced the projected level of
future capital projects. Based on these reductions, it appears rate increases could be lower
than anticipated in the Financial Plan.
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The County has not raised sewer rates for two years. Utility companies regularly increase
their rates to offset ever-increasing costs. The City of Tucson is considering five annual rate
increases of 7.3 percent for its water rates. Tucson Electric Power Company raised our
electric rates approximately 14 percent in July 2013 and 4 percent in May 2014.

Based on these existing and projected utility increases, the County’s modest increase of 4
percent appears very reasonable. The RWRD reduced expenses even further to reduce the
proposed rate increase to 3 percent for the fiscal year beginning July 1, 2015 and for the
following fiscal year only.

Recommendation

| recommend the Board of Supervisors approve a 3 percent sanitary sewer user fee rate
increase rather than the 4 percent increase requested in the Financial Plan and that the Board
approve two years of rate increases, effective July 1, 2015 and July 1, 2016. Between now
and July 2017, the County will reevaluate the need for an additional increase for Fiscal Year

2017/18.

If the Board does not approve these recommended fee increases, operating and maintenance
expenses will need to be reduced by two percent for every one percent of rate increase not
approved. Thus, if a 3 percent rate increase is not approved,

1. Operating and maintenance expenses must be reduced by 6 percent, or

2. The capital program must be reduced by $16 million for each percent of rate
increase not approved, or

3. Any combination of reduced operating and capital costs to achieve equally
proposed revenues from a 3 percent increase would be acceptable. Operating
expense reductions would be concentrated in areas not tied to discharge permit
compliance or health- or safety-related budget expenditures.

Respectfully submitted,

C.H. Huckelberry
County Administrator

CHH/mjk - April 8, 2015
Attachment

c: John Bernal, Deputy County Administrator for Public Works
Tom Burke, Deputy County Administrator for Administration
Jackson Jenkins, Director, Regional Wastewater Reclamation



Responses to questions posed by Keith Bagwell relating to the request for rate increases to sewer
user fees.

Again, why did Finance/Wastewater predictions in the 2011 and 2013 Financial Plans of “no rate
increases” and “perhaps declines” or at most a “modest need” not come to fruition and now you
seek three consecutive 4-percent user-fee increases (see cover memos for those plans)?

Response: The Financial Plans sent to the Board of Supervisors have consistently indicated that the
rate increases adopted in 2010 would not be the final rate increases needed. The following are
excerpts from the Financial Plans:

2014 Financial Plan:

Page 1 and Page 13: [Under Recommendations] “4. During Fiscal Year 2014-15, adopt rate
increases beginning in Fiscal Year 2015-16 through Fiscal Year 2017-18 in order to maintain
adequate debt service ratios in future years.”

Page 8: “Based on the current projections of increases in user fees, connection fees and operating
expenses, the County will not be able to maintain adequate debt service ratios without additional
rate increases in future years. The County will need to adopt rate increases taking effect no later
than Fiscal Year 2015-16. Standard & Poor’s rating agency, which rates the County’s sewer debt,
has indicated that a debt service ratio of 130 percent is key to maintaining favorable ratings.

The County would need either to adopt one significant rate increase or a series of moderate multi-
year increases taking effect for Fiscal Year 2015-16. As discussed in the final section below, the
County will likely need to adopt rate increases of 3 to 4 percent annually for several years.”

Page 11: “In order to maintain adequate bond ratings for existing and future sewer revenue debt,
the County needs to continue to adopt rate increases in the future to generate adequate financial
resources for the Regional Wastewater Reclamation Enterprise Fund. Based on the analysis
contained in this report, such rate increases are currently expected to be 4.0 percent for Fiscal
Year 2015-16 and 5.5 percent for Fiscal Year 2016-17.”

2013 Financial Plan:

Page 1 and Page 13: [Under Recommendations] “3. In Fiscal Year 2013-14, an evaluation of rate
increases that may be necessary for future years in order to maintain adequate debt service ratios
in future years and to maintain low interest rates.”

Page 9: “In order to have adequate debt service coverage at the time the County was beginning
to issue major sewer obligations, four annual sewer rates increases were adopted by the Board.
Those increases enabled the County to maintain a debt service ratio of more than 150 percent for
each of the years of the automatic rate increases. Based on the projected decline in the debt
service ratios, unless sewer revenues increase above these projections, the County will need to
adopt a moderate rate increase, potentially in the range of 3 percent beginning in July 2015.”



2012 Financial Plan:

Page 1 and Page 10: [Under Recommendations] “5. The evaluation of a possible rate increase by
Fiscal Year 2014-15 in order to maintain adequate debt service ratios.”

Page 6: “Unless the number of users and the number of connections increases more than
projected in this Financial Plan, the County will need to either increase the fee structure or
decrease operating expenses to maintain a minimum debt service ratio.

Page 7: “For this reason, Finance is recommending an evaluation of a possible rate increase by
Fiscal Year 2014-15.”

2011 Financial Plan:

The plan did not mention future rate increases. Back in early 2011, the growth in customer
accounts was projected to generate $178 million of sewer fee revenues by Fiscal Year 2014-15.
That estimate, four years ago, was not met because the economy did not recover as quickly as
expected. Only $161 million, $17 million less, is projected for this year. Additionally, connection
fees, which are forecasted to be $13.5 million this year were projected to be more than $19
million for 2015. If revenues this Fiscal Year 2014-15 included the additional $22 million more
annually than the system is currently generating, then the proposed rate increases would not be
requested at this time.

2010 Financial Plan:

The 2010 Financial plan recommended the rates recommended by the Regional Wastewater
Reclamation Advisory Committee which were lower than the rate increases originally
recommended by Finance and Risk Management. On Page 24 of the Plan, the input of the
Advisory Committee is reported as follows:

“The plan originally recommended rate increases to the Standard Service Fee and to the
Connection of 6.5% per year for the next four fiscal years and increases to the User Fee Volume
Rate by 6.5% every six months, on July 1st and January 1st, for the next four fiscal years.

After discussion, a motion was made by Mr. Barry and seconded by Mr. Smith that the Committee
recommend to the Board of Supervisors that the Financial Plan be adopted with the Standard
Service Fee and the Connection Fee each increasing by the recommended 6.5% per year for the
next four fiscal years and with the User Fee Volume Rate to be changed to one increase of 10%
annually for the next four fiscal years, with all increases taking effect on July 1 of each fiscal year
The motion carried by a vote of 5 to 2 in favor of the motion.”

Had the original recommendation of 6.5% increases semi-annually been adopted, the effective
increase over the four year period would have been 48.6%. By reducing the semiannual increases
of 6.5 percent to annual increases of 10 percent, the effective increase over the four year period
was 46.4 percent. As early as the first discussion of the four years of rate increases, the Plan
discussed that the rates should be higher. The decision was to increase at a lower rate and
evaluate later whether additional rate increases were needed. The impact of that decision is a
reduction in revenues of about $3.5 million annually.



2. Please explain the relative benefits and down sides of 1) voter-approved Wastewater revenue
bonds; 2) non-voter-approved Wastewater revenue bonds, or “obligations;” 3) Certificates of
Participation. We used voter approved bonds through 2009, shifted to “obligation” bonds without
voter approval in 2010, and into the four-year future, but have been using CoPs recently. The 2015
Financial Plan ballyhoos CoPs as the way to go in the future as a “modified pay-as-you-go
scheme,” but calls for more non-voter-approved bonding over the next four years. If one of these
approaches is better than the others, why mix them? If certain conditions dictate use of one form
over the other, what are those conditions? Are there interest-rate differences that, although small
on paper, can add up to a lot of money when attached to tens and hundreds of millions of dollars
of debt?

Response: Revenue bonds and sewer revenue obligations are both forms of debt that are secured by
the revenues of the sewer system. Because of this security, they have the same credit rating and the
same market of investors. The revenue bonds were sold under voter authorizations approved in 1997
and 2004. When those funds were fully expended in 2009 and no new bond election was planned, the
County was faced with finding alternative financing. In 2010, the County had three choices: to hold an
election seeking voter approval to issue more sewer revenue bonds, to find an alternative funding
mechanism to fund the wastewater infrastructure, or to raise sewer rates by at least 150 percent in one
year.

The County is subject to mandated regulatory compliance requirements as part of the permits issued by
Arizona Pollution Discharge Elimination System (AZPDES) for both the Roger Road and Ina Road
Wastewater Reclamation Facilities. The AZPDES permits required the County to make the hundreds of
millions of dollars of improvements to its systems before January 1, 2015. In 2010, at the height of the
recession, the Board decided to delay a bond election for General Obligation Bonds. The County could
have gone for a standalone election for sewer revenue bond authorization, estimated at the time to cost
about $2 million to hold the election. Whether voters approved of future revenue bonds or not, the
County was obligated to make the improvements and to find some way to finance them to meet the
mandated requirements of the AZPDES permits. If the voters did not approve additional sewer bonds,
the County would still have to fund the improvements in some manner. Without voter approval, the
County would have had three options:

(1) Allow the State Department of Environmental Quality (ADEQ) to take over the construction
projects that were accomplished through ROMP and charge the County whatever the EPA
decided to spend, which was expected to be substantially more than if the County controlled
the process;

(2) Explain to voters that the County would still have borrow money even without their
authorization, just not in the form of sewer revenue bonds; or

(3) Raise sewer revenue rates high enough to generate the $812 million (or the average $162.4
million annually) projected at that time to be spent on capital projects between 2010 and 2014.
That would have required the Board to adopt a rate increase of more than 150 percent in 2010
and maintain those high rates at least through 2015 rather than implement the 10 percent
increases over four years as was ultimately adopted.



To avoid a 150 percent increase in rates in one year and to avoid having the ADEQ take over operations
of the system (at County expense), the County began issuing sewer revenue obligations.

Additionally, as another financing mechanism to cover the cost of the mandated improvements, the
County began to use Certificates of Participation (COPs) as early as 2009 to fund wastewater
improvements. Since that time, the County has issued $150 million of COPs to fund wastewater capital
projects. The importance of the use of the COPs is threefold:

Use of COPs reduces the need to raise sewer rates. COPs are not secured by the revenues
generated by the system. Because sewer revenues are not pledged to repay the COPs, the debt
service is not included in the calculation of the debt service ratio used by rating agencies, which
Pima County strives to maintain above 1.3. In 2005, the County’s debt service ratio was at 4.66.
Historically, the County has had debt service ratios around 2.5 for many years. The rapid
increase in debt service and the slow growth of the customer base have caused the debt service
ratio to decline as explained in the 2015 Financial Plan. If the County had not issued the $150
million of COPs, the County would have had to issue an additional $150 million of sewer revenue
obligations to pay for the improvements. Those additional obligations would have increased the
debt service payments by more than $13 million annually, requiring $16.9 million additional
system revenues to keep the 1.3 debt service ratio. Because each 1% rate increase generates
$1.6 million, the County would have needed an additional 10.6 percent rate increase (on top of
the requested increases) just to cover the additional debt service.

Use of COPs allows the County to borrow at very low rates and repay debt quickly. Pima County
has issued COPs for the wastewater improvements with full repayment as quickly as two and a
half years and at interest rates slightly over 1 percent. The County only issues COPs for
wastewater projects when there is unrestricted wastewater cash on hand to fully repay the
COPs. Use of the COPs eliminates long term borrowing, with higher interest rates, and saves the
County millions of dollars of interest payments.

Use of COPs prevents the County from violating the Expenditure Limitation. As explained in the
2015 Financial Plan, Pima County is subject to the Arizona constitutional expenditure limitation.
Because wastewater expenditures are a major component of the County’s expenditures subject
to the limitation, use of available cash by Wastewater to pay for improvements is counted
against the County’s overall limitation. If Wastewater uses cash to pay for improvements, the
County would need to eliminate other expenses subject to the limitation. The vast majority of
the expenses subject to the limitation are expenditures for the justice and law component of the
County spent by the Sheriff’s Department, the County Attorney, the Courts and the defense
attorneys. Cuts in those areas would have adverse impacts to the community. By using COPs to
fund wastewater projects and repay the debt with wastewater cash, rather than using the cash
directly for projects, the core governmental functions of the County are not at risk.

The reason the County does not use COPs exclusively at this time to fund the upcoming $225+/- million
of projects is because the County does not have that much unrestricted cash in its wastewater fund. By
2019 or 2020, we expect the level of future capital projects to be in the range of $25 million to $30
million annually. The County should be able to fund those projects through COPs and avoid all future



debt service ratio covenants, enabling the County to be essentially on a pay-as-you-go basis and
eliminating the need for future sewer revenue debt.

3. Why did Wastewater’s share of “County Overhead” go from 6.1 percent in 2011-12 and 2012-13 to
6.9 percent in 2013-14 and to 9.6 percent in 2014-15?

4. Why did Wastewater’s share of County Overhead go from 21.9 percent in 2011-12 to 29.7 percent
in 2012-13, to 30.9 percent in 2013-14, to 34.9 percent in 2014-15? These increases resulted in a
96 percent increase in this Wastewater budget category in just three years.

Response: Questions 3 and 4 both relate to County Overhead.

On the attached document, the allocation of overhead for all departments is shown. In the first column
are the central service departments whose costs allocated across the County. Overhead is calculated
based on actual costs from the most recent audited financial statements. For Fiscal Year 2015-16
overhead, the actual central costs for Fiscal Year 2013-14 are allocated. Essentially, overhead is a
payment for services performed two years before the departments are charged. Central costs are
allocated on cost drivers such as number of employees, size of operating budget, size of capital budget,
number of warrants issued, etc. Each central cost uses cost drivers that relate to the costs. For
example, HR costs are allocated by number of FTEs. Payroll processing costs are allocated by number of
pay warrants. Accounts Payable costs are allocated by number of vendor warrants. Procurement costs
are allocated by number of contracts and amendments processed. Finance accounting staff costs are
allocated by tracking actual time spent for each department.

After the central costs are allocated to every department, those departments that are not funded by the
General Fund or substantially subsidized by the General Fund, contribute toward the General Fund cost
of providing central services. Departments funded by the General Fund are not charged overhead costs
because it would simply be a transfer of General Fund dollars from one department to the General Fund
with no impact to the overall budget. But for departments with separate funding, it is appropriate that
the services provided by the central departments be paid for by those departments.

For next fiscal year, the County has $74.6 million of costs allocated for central service departments, of
which only $19.7 million are charged to non-General Fund departments as overhead. The other $54.9
million of central costs are General Fund costs paid for with General Fund revenues. Wastewater’s
share of County overhead for Fiscal Year 2015-16 has decreased by $377,397 (as shown in the materials
posted for the budget hearings). The Wastewater overhead for next year of $6.9 million represents
9.27% of total County overhead of $74.6 million.

In prior years, Wastewater’s percentage share of overhead was much smaller. The method used by
Pima County to calculate “County Overhead” has changed significantly over the past few years due to an
internal accounting policy change. The change in accounting took costs that had previously been
included in personnel costs and reclassified those costs into “overhead.” The personnel services costs
went down while the overhead costs went up. These personnel costs relate to the 26.4 FTEs who were



transferred to ITD and Finance in 2009. Until last year, the costs associated with providing financial and
information technology information services to Wastewater was charged as a direct cost included in
Personnel Services. Inthe current year, all Finance and most of ITD related costs were shifted out of
RWRD’s Personnel Services and into overhead. That represented a shift of about $2.9 million between
Wastewater expense accounts. For next fiscal year, the remaining $411 thousand of ITD related
personnel costs that had been included in Wastewater’s Personnel Services expenses have been shifted
to overhead. This shift of $3.3 million out of Personnel Services and into overhead is an accounting
policy change in order to better reflect the personnel costs over which RWRD has direct control and to
include in overhead those central department personnel costs that are charged to Wastewater based on
cost drivers. If the accounting change had not occurred, Wastewater’s overhead would be $3.6 million
and represent 5.0 percent of total central costs, but Personnel Services would be just that much higher.

5. Why did Wastewater’s “Other Professional Services” go up 7.6 million over the last three years, a
189-percent increase? If all or much of this is related to the contract with CH2MHill to operate the
Agua Nueva facility (see page 6 of the 2015 Financial Plan), why is there not a savings from this
approach as the Board of Supervisors was told when this privatization plan was proposed?

Response: This question is addressed in more detail in the April 6, 2015 report from RWRD, “Responses
to the Board of Supervisors’ March 10, 2015 Questions,” (the RWRD report). The increase of costs in
this expense category does have corresponding decreases in costs of personnel services, chemicals, and
maintenance. Reductions in those expense categories is discussed in the RWRD report.

6. Why did Wastewater’s “Electricity” costs go up more than $3.5 million over the last three years, a
106-percent increase? Explain, with data, how we are saving money without a modern power
plant to burn cleaned methane from the treatment process; and why these costs are not offset
with methane-gas sales as anticipated.

Response: This question is also addressed in the RWRD report.

7. Explain why Wastewater was able to reduce its operating expenses in three of the last five years
and hold them to a 0.5-percent increase in 2013-14, but the current data show a 5.9-percent
increase for 2014-15; a 7.7-percent increase for 2015-16 and a 4-percent increase in each of the
next three fiscal years.

Response: This question is also addressed in the RWRD report. The 2015 Financial Plan assumption of a
4 percent annual growth was discussed with the RWRAC at length, and discussion was had whether the
expenses could be held to 2 percent or some other level. Based on the recent increases over the past
few years, as shown in the Financial Plan, the RWRAC Finance Subcommittee and, ultimately, the full
Committee recommend the 4 percent growth assumption. In the last three months, RWRD has
submitted revised budgetary numbers described in the RWRD report, which would indicate that a lower
expense growth rate may be reasonable. The RWRD report proposes lower rate increases due to
proposed lower expenditures and reduced capital projects.



General observation: While the Board of Supervisors considers what rates would be appropriate, the
following information may be helpful.

e Aone percent increase in rates would generate an additional $1.6 million of user fees.
e Atwo percent decrease in operating expenses would eliminate $1.6 million of expenses.
e A S$16 million decrease in capital projects would eliminate $1.6 million of annual debt service.

8. Why are ratepayers getting no benefit from the ROMP plan being completed at more than $114
million under budget (budgeted at $720 million; completed for close to $605 million)?

Response: Ratepayers are, in fact, getting significant benefit from the fact that the total cost of the
ROMP program was lower than anticipated when it was originally adopted. The 2010 Financial Plan was
based on this higher cost estimate and did not include the debt savings experienced by the use of COPs
discussed in Question 2 above. On page 8 of the 2010 Financial Plan, debt service was projected to
reach $128.8 million by Fiscal Year 2018-19. Now it is projected to be only at $85.7 million. That $43
million of reduced annual debt service is a tremendous savings over what was anticipated five years ago
that is primarily the result of the reduced construction costs, the lower than usual interest rates the
nation has seen, and the shifting of debt into COPs.

9. Why does the Wastewater operation seek three consecutive 4-percent rate increases when the
ROMP plan came in far under budget, the annual population growth projections for those three
years that were used for the 2015 Financial Plan range from 1 percent to 1.5 percent, and the
actual inflows to the system are decreasing?

Response: The reasons for the rate increase are detailed in the 2015 Financial Plan. Although the
current rates will generate enough funds to pay for operations and pay for debt service, they do not
generate the revenues needed to meet the debt covenants to maintain rates at a level to adequately
protect investors who have loaned funds to the County. Failure to maintain rates at levels to produce
sufficient debt service coverage will cause all future debt to cost more because the County would
receive downgraded bond ratings. Without some rate increases in the upcoming years, the projected
revenues of the system would not even be enough to meet debt service payments. The 2015 Financial
Plan indicates that there would be only a 4 percent cushion in Fiscal Year 2018-19. Even with cost saving
measures discussed in the RWRD report, which are more favorable than estimates used in December,
the County would have difficulty selling future sewer revenue obligations if it cannot demonstrate the
ability to repay that debt over the 15 year term of the debt.
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PIMA COUNTY

REGIONAL WASTEWATER RECLAMATION DEPARTMENT
201 NORTH STONE AVENUE
TUCSON, ARTZONA B5701-1207
JACKSON JENKINS PH: (5207 724-6500
DIRECTOR FAX: (520} 724-9635
March 11, 2015

TO: C.H. Huc , County Adminjstrator

THRUW: John County inistrator - Public Works Administration
FROM: Jackson Jenkips, Director -~ RWRD '

SUBJECT: Board of Supervisors March 10, 2015 Agenda Item 17 — Regional Wastewater
Reclamation Hearing — Pima County Code Text Amendment

The Board of Supervisors requested additional information regarding this subject. A list of information requested
appears below; please iet me know if you have any edits. Responses are being compiled in coordination with the
individuals copied on this memorandum and will be provided in preparation for the April 14, 2015 Board of
Supervisors meeting.

Infrastructure Investment

1. Please provide an overview of the age of our sewer infrastructure.

2. What preventative maintenance and investments occurred to our sewer infrastructure pre-ROMP?

3. Provide information on current and future Capital Improvement Program projects, highlighting the recent
reduction in spending in comparison to ROMP-era projects. -

4. How is Capital Improvement Program project priority determined?

5. How many miles of interceptor repairs are currently underway or planned? Location and age of
infrastructure for planned repairs should be included.

6. Provide information on the 2002 Speedway sinkhole costs and potential costs should a similar collapse
oceur.

7. Can you provide information on why ROMP was regulatory-driven and the consequences had we not
embarked on that project?

8. How has the investment in ROMP increased the efficiency of our utitity?

Industry Comparisons

1. Provide further information on the differences between the City of Phoenix and Pima County, specifically
on operating expenses, growth, and effluent ownership.

2. Provide further information on the average monthly rate in the industry and other industry
standards/comparisons.

Financial

1. Many Board members thought we were done with rate increases with the adoption of ROMP. Please
explain how these rate increases are different than the ROMP rate increases.

Provide a historical overview of rate increases including the percent of increase since pre-ROMP,

Provide an analysis of a different rate increase structure, for example two years at 3% each year.

Provide an overview of our debt service payments and how that is driving a rate increase. Talk about 12-
15 year pay off goals.

Pl



C.H. Huckelberry, County Administrator, Pima County
SUBJECT: Board of Supervisors March 10, 2015 Agenda Item 17 - Regional Wastewater Reclamation

Hearing ~ Pima County Code Text Amendment

March 11, 2015
Page 2 of 2

5

Why has the County Overhead cost increased exponentially over the past three years? Include an
overview of how staff time for Financial, HR, ITD support is budgeted and charged and how that has
changed in the past three years. Include a “shifting costs” explanation.

6. Discuss previous financial predictions and how and why they differ from the 2015 Financial Plan.
7. Provide an overview of the public meetings including advertisements and attendance.
Department Budget

1. Please provide information on why Professional Services has increased over the past few years. Board
members thought privatizing Agua Nueva would save us money; identify areas that have seen a
reduction which offsets the Professional Services increase.

2. Electricity use has gone up over the past few years which a Board member feels is in direct conflict with
the Sustainability Resolution the Board of Supervisors approved a few years ago. However, energy costs
have reduced overall and savings have been realized due to the shutdown of the powerhouse. Provide
information on these items including that energy costs per rate payer are lower than they has ever been.

3. Please provide further information on the TEP rate increases, didn’t we qualify for a lower rate?

4. Provide analysis of previous RWRD laboratories, why the expansion was needed, and cost savings we've
experienced with the expansion.

5. Discuss the WEST expansion and U of A partnership, highlighting the collaboration for research into water
quality issues,

6. Provide further information on the reduction of approximately 2.5% in sewer user fee revenue as a result
of approximately 4% sewer flow volume reduction since 2013.

Spending Cuts

1. Please provide a list of cost-saving measures the Department has undertaken.

2, What are the non-mandated services that the Department provides (spending not required through
regulation)?

3. Identify approximately $6.5M in spending cuts should the rate increases not be approved.

Sewer Outreach Subsidy (SQS) Program

1. What changes did RWRD bring to the SOS program at the last rate increase?

2. What recommendations does the Department have to improve the SOS program?

3. Why do ratepayers have to reapply each year?

4. How are ratepayers currently made aware of the SOS program?

5. With 20% of Pima County at poverty level, how can we increase the exposure of our Sewer Subsidy
Program?

6. Consult with the Pima Council on Aging and other low income advocacy groups on the Sewer Outreach

Subsidy Program.

Jan Lesher, Deputy County Administrator, Medical and Health Services

Hank Atha, Deputy County Administrator, Community and Economic Development Administration
Tom Burke, Director, Finance and Risk Management

John Sherlock, Daputy Director — Treatment - RWRD

John Warner, Deputy Director ~ Conveyance RWRD

Eric Wieduwilt, P.E., Deputy Director - Planning & Engineering - RWRD

Jennifer C, Coyle, Special Assistant to the Director - RWRD

Jeff Prevatt, Program Manager, Compliance & Regulatory Affairs Cffice - RWRD

Judy Scrivener, Administrative Services Manager - RWRD

CHH, JMB re: BOS March 10, 2015 Agenda Item 17 - RWRD Hearing = Pima County Code Text Amendment-1549.)j
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Selection Criteria Used for Prioritizing PCRWRD Capital
Improvement Program Projects

Protection of Human Health, Safety, and Property Through System
Reliability and Capital Investment (10)

10 Prevents a potential loss of life OR a likely threat of injury or a health hazard
where consequences of failure to act are extremely high.

8-9 Imminent failure within 2 years to include manholes, pump stations and
interceptors that are at a high risk of resulting in a Sanitary Sewer Overflow
(SS0) OR similar structures within a treatment facility, where consequences of
failure to act are high potential to result in a regulatory violation exists but does
not constitute an emergency.

5-7 Moderate, well documented, threat of an injury or health hazard through

critical components’ mechanical, structural or capacity failure likely by the time
the project can be reasonably designed and constructed OR a high threat of an
SSO exists.

2-4  Moderate, un-documented, threat of critical components’ deterioration,
failure possible in the near future OR less critical component {e.g. shallow,
smaller diameter sewer line creating an SSO) failure likely OR capacity failure
likely within 5 years OR documented improvement to the overall operation,
function and effectiveness of a process.

0-1 Critical components presently have limited deterioration/wear and will likely
suffer serious deterioration in near future OR may improve overall operation,
function and effectiveness of a process OR the potential threat of SSO (likelihood
or extent of adverse effects are un-documented for any of these conditions).

Regulatory or Contractually Driven Improvements (9)

8-10 Prevents immediate violation of contractual or regulatory commitments
(where consequences of failure to meet commitment are extreme) within
minimum time needed to implement the project.

5-7 Prevents probable violation of existing regulation within minimum time
needed to implement project (where consequences of failure are extreme);
prevents immediate violation of regulatory or contractual commitment where
consequences of failure are not will documented or moderate risk.

2-4 Best management practice projects that are sufficiently detailed to insure
they probably will avert a water quality violation; prevents probable violation of

Project Prioritization 3.02.P12.W01
Last Revision: 5-29-14 1



contractual/regulatory commitment where consequences of failure are not well
documented or moderate risk.

0-1 Prevents probable violation of future regulations.

Improvements which Enhance System Security (8)

8-10 Projects which enhance security for very high criticality assets where there
could be full loss of treatment (or pretreatment or lift station) with high amounts
of raw sewage being discharged to surrounding areas causing imminent or
substantial damage or requiring evacuation, rescue or recovery of the public; or
projects which promote a critical conformance to DHS standards or NIMS criteria,
or which address a critical gap or deficiency in security, or which greatly enhance
protection of other assets being constructed.

5-7 Projects which enhance security for high criticality assets where there may
be long-term loss of a partial process stream (requiring use of emergency
overflow basin) with low amounts of raw sewage being discharged to the
surrounding area causing localized community disruption with moderate
economic impact and need for external agency support; or projects which
promote a substantial conformance to DHS standards or NIMS criteria, or which
address significant gap or deficiency in security, or which significantly enhance
protection of other assets being constructed.

2-4  Projects which enhance security for moderate criticality assets where there
may be short-term loss of a partial process stream (or loss of process control),
with partially treated sewage being discharged to a basin or outfall (i.e., no
secondary treatment) causing a community nuisance or inconvenience (e.g.,
traffic disruption or odor problem) without need for external agency support; or
projects which promote a minor conformance to DHS standards or NIMS criteria,
or which address minor gap or deficiency in security, or which moderately
enhance protection of other assets being constructed.

0-1 Projects which enhance security for low criticality assets where minimal
disruption of process operations and services may occur with full treatment being
provided but failure to meet permit standards may occur with little or no impact
to environment or community; or projects which promote non-DHS/NIMS
standards or criteria, or which address non-deficiency enhancements in security,
or which slightly enhance protection of other assets being constructed.

Improvements which Eliminate or Control Odors in the System (5)
8-10 A widespread odor issue associated with a continuous event, in duration
OR an isolated odor issue associated with a continuous event, in duration.

Project Prioritization 3.02.P12.W01
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5-7 A widespread odor issue associated with a lengthy event, in duration, OR a
widespread odor issue associated with a medium event, in duration OR an
isolated odor issue associated with a lengthy event, in duration.

2-4 A widespread odor issue associated with a short event, in duration OR
an isolated odor issue associated with a medium event, in duration.

0-1 An isolated odor issue associated with a short event, in duration.

Improvements which Accommodate Smart Growth and Economic
Development (3)

5-7 Projects which enhance RWRD's ability to accommodate the County's
sustainability and economic development goals and provide documented return
on investment.

2-4 Projects which would provide for near future capacity, but not immediate,
for the Department's ability to accommodate the County's sustainability and
economic development goals with less certain return on investment.

0-1 Provides support to other County projects that are consistent with the
County's Comprehensive Plan.

Improvements which Reduce Long Term Department Costs (3)
8-10 Provides well documented payback to RWRD within 10 years.

5-7 Provides well documented payback to the Department within 15 Years OR
well documented risk of substantial increase in the future cost unless project is
accomplished now.

2-4 Project provides a payback within 20 years; or provides documented risk of
an increase in future cost unless project completed now.

0-1 Project indicates an increase in future costs unless accomplished quickly,
but the risk is limited or poorly documented.

Project Prioritization 3.02.P12.W01
Last Revision: 5-29-14 3






¢ LNIWHOVLlYy



STOZ/TE/E G jo T afiey

659°6564 fos [oo0oess- 0O0'8YES  |659255%

©95'45L'928  [00000Z €F | BT 000’5268  |Lveocy e S[RIOL Ukld (BOUBLIZ

G¥1'6c8 2th 00002 €S T 000'TZL'68 |2a9llgus |arcr0Ls INIGN1VIHL V101
0% 0$ %3 0000028 0% opeBuyeQ Aqgog ¥ SIIBWSACIdW] x0T JopNds JUT{U] UOSON L @p BUOIDD 91500
13 0% 3 000°0EL$ [0S oeBuyeq Aqgoq € VQVOS 7 SAOW AeIe/, BIAY BINAYE
(3 0% 0000221  [000CES 0000018 getiuysq Aqqog € UjsEE MOJHBA( AoUsBIalT ABIEA BNy 91EAVE
[ of 0% 00009¥YE [0 Ojebuveq Aqqog F sjuswEAc.di] T ASlleA U9iD FNGH
3 0§ 0005281 [000°52$ 0000015 ofebuyad Aqdea b e GuipjoH oBpNS SOfd sel1 8l1HSE
00000228 00000828 00D'0002$  |0000053  [000'005' 18 ojabuyaq Aqqog 1 "~ sepeiBdn) eINPRISE)U] DUsIT Sofd sel] oldic
0% 3 000001  |000S2iE  [000'SES opebuyeq Aqqog b SWIALISAC.W 37 WISEE MOBISAG AoUSBieiis 91803¢
0% 0% 0% D0000ES |05 o2buyeq Aagog T ebeuEI pue DUIAEJ [EUORIPPY - 39S SL4MSE
53 73 3 3 000'6r28 ojeBuyaq Aqgog b sepribdn Ajo/BS SOR saiL SISH1E
0% 63 3 0f 0000028 ofeBuyeq Aqqod € Z Ud @beujelq @ Buined Bupped Aote, EIAY SHAAVE
3 [ [ 0% 6B Oles ojabuyeq Aqqog v “SUSLUSANIGUN APDES JeIAh UOSON . op BUGIDD S11a0¢
[F3 [F3 [3 08 ZI0Che 18 ojeBuyeq Aaqod b Jieday ejapliog BULED AEWd JHAN Pl BU Z0DdIE
[ (3 03 3 626 €55 ~ ojabuyaq Aqqod b Useng ebpnig Bpjg SONUUSD JuM P €Ul Z1adie
[ 3 3 (3 95.'051% ojehuya0 Aqdea i JuslieoR|dey GUiNg UISEa MOLHeAD ADUSBIOWD JuUM, pa BUl riadie
0% 3 0 53 li¥6eee ~oebUysq Aqqed £ SINENYS SPaVS MP2JiId IBUUEUD AN JHAN ABIEA BIAY PLLAVE
[ 3 0 0000528 [Ze6F118 USpUNY Uy ¥ UOIEd 7 USHoeJuIsiQ AN JLARMA UCSoNL op BU0IoD FAGR
0% [ 0000SE 1S [OOG'O0E'LE |28 6Zh 15 uSpunjy yor F 7 FLIELAS UBld uewdofeAaq inind JupA Aeiep, Usa)S ¥13ADE
0% (53 0 SZOLPPE  [ELE00IS UuELidnels; poy v 8peIBdn sUCERA0 B YQVOS JUAN UCEINL op BUGIoD Y1050t
05 0007198 [ 63 3 uuRudnEIS oy € 8LILL Ad MU USHEWONY 3 YOVIS JHM ASBA BIAY | BFBAVE |
3 0% 00000LS  |ooo0Zas  [00O 0SS UUBLIdNSIS) poe ) Sepe/Bar] YOVOS weld Bulispxg py ed) FIHISE
0% (3 000°05% 0000858 |00005% urswdness pox 5 SIS SUCHEIIC AoURbleWE YaYIS ¥1003¢
(3 0% 3 3 oZ1 pvs UtBwdness) pox &1 apBIBdr] JgHIReg 18aA0 YavoS Z05085¢
0% 0% 000 825% [oseekr'is  |ooo'ia¥ UuRWdnelS; pod Sl epeiBdp) einpnAselu] NYA, vaYOS ELINSE
0% 0% [ Jos V68 285 uuewdneis poy i UOHEZIIRAQ $52901d VGVOS J0dM Pd Bul BOSHIE |
(3 0% 0% DOO'LE 0000018 Uuewidneis) pog v siawiercsdu] LoRElioly g vaVDS JHM oW1 I EISTAE
0% 3 3 Livo0ls  [eoLZes uuEwdnes poy Fl SYUSUUGADIJL UONBLIOITY % VYOS JuM APHEA USaity £1089¢
0§ 0f (3 0% 1967613 E[oIpng 008 PUR)d z sjusWeA0IdU] ANMOBS JUAN AGHEA USRI OLIS9E
08 T3 (53 o P09 GHYS E@oIyang o8l ¥ W Airoeg R3M UOSINL Sp BUGIGD | LZISOE |
0% [ 3 00001$ BrLILES Uugwdnels pox i SjusLIshodW] AJINOSS SeRjped [euojbogans ELIuSE
3 222 te0% 00000€18  [000055%  [000°05% LT ¥ ~pelold efiel>3y Balv UojBnoH 35 dHYHSE
0000058 j000°005% 000'00s§  |oo0'0028 0% QA &1 JBWBIUBYUT ' UORBHIqEYEY [HOUJBeLl 9PN WaSAG 0LLMSE

YoOpeYS UYOT - JUanneal),
WioL weiBoud | 6L/ELAL Peiosiotd | BULLAd Peysalosd | LHBAL | SHEMA O GMIAL L o | eBevemweiboig | PWRG owey uiBoid weaBosg

J139ang diD 9L/S1 Ad d3S0d0¥d 14vuq
juswipedag uopeWE]I9Y J8jeMme)sep |euoiBay A3unoy) ewid




STOZ/TE/E §Jo 7 afey
0% 0% [ 00015 000005 1§ 18084 Ay S # UORENIqeYaY SjOYUBT JOMSS SI5HWE
b3 3 0% [13 DE}'Z$ [ebed Aey sl it Uohielliidelsy ajoyuepy Jamas IrENE
3 0% 0% [13 viv — febed Ay 51 FLEL Ad Spelold uoneliqeqay Jouly ¥IduWE
0% 1016598 00000028 |00000E2E |95z 2ot 20 180N € SUCHESIROW AHi9ed SdNHD 50540¢
] 0f 0% [ 206 6V 89{q0Y oL 3 UCIIeS Je1e Mold BavNd LOAHGE
[ 0% [ [ 2or 989 15 20 199N 3 qeley Jodeolom] [e4ueD 15e/A OYlIR YMos YOMHSE
3 o8 V56 L1013 Lag'9les Z2e 918 ZIHQ |9oN L uoljeaciay Ulej 820 Py eupebue | I ETTS
0% (3 BYLFIZES |0000LYZ8 |LICCriSE IO 190N el UoHERIqELEY Joidenisiu] oliiifd YHoN FIaNE
000 PISE 08 3 03 [ ©0JpOQ0 OFUIN € UOHBEIGEYeY UOJIE)S duing OpEISAIS §lsdst
3 0% (3 00051L8  [00D0S18 Scpog SpeIN F FIELAd UONEYIMEUSY UOREIS dWnd Uosld SIRIS vldSve
oF [ 0 0D0'EZVS  |Q0D05S 80JPGCQ OfSUIIN T USHBMIGEYSY UOIEIS duind TS0eNIS 515dae
63 3 (3 9GESeE  [000 LELS ©0JPOT SFOUBIN 5 18MBE AIABID 0} UOBIGALGY UORE)S dWNnd BUBLY €1 | FISLIE |
0% 198°C6EE SIeBIE |03 753 @0IRCQ e1eWdIN v uope)5 duwind [sdioulig £15dde
0% 0% 0% 800288 TR S0JpS0 SYURIN ! UOES duind Yeeid oulqes 20d0SE
o 3 0% 0% 6F5 243 @0Ipog U1 S US[EIqEey UoZIS duing UaISSIN | ¥LSdWE |
3 3 of 3 9a.'5ers 90.poq OI9HSIN 1 UojE)g duingd [BuSpieD €15d0E
o (T3 0§ 03 000 0LYS ScIpeq S RIN v UCREIS duing EoBARY TISdve
0% (53 (3 [ 2Z0'%01 1§ uosiajed Usio F3 P BMBIE3ST Of P JOUNIN Py UCSIIEH ZOAWHE
3 3 13 0% ar00Lzs UosIsRd UgD vee UOHE}IGEYeY ={OMUEN O} 7 PY JOLIAA TIOYME
o 3 i3 63 119623 Bed|yon(] cosaURly T qesy [EUIPIED Of B3] L 6160 OWD 0} sejevy 50| 0] BIRUe(eA, SIVAT |
0% 3 05 05 0969528 B{83]{on( caspuely S " qEUSH [eQeNS Of ARmpaeds o} BjEeng o) sABN 15 SLS08E
3 0% 0% [13 G69°'S61S B183]Upn(Q CIsIoUEld g QELSY UI9E O} 8SBd LIB)S O} UCISS|I O} BjleuDeT SLSINTE
3 o 0$ o 281 0828 E[20[yonQ 008{oUET] 3 qeyeH SQISAIIS 0} AEMpsads 0] EoJPEd HIED O) BIOYDE R
0% [53 03 0% AT B{S3|L/oNQ CasRUBI] z qeysY oy O} WIE O Uiy OF WZh SIVZIE
(73 3 0% 3 ] E93]ypng oosioUEl F QBUSY I9E PUE PUZZ O} PUZ OF WIZH SZZEIC
0% [ 08 0000Z1E  [ZvE00LE E[e9]4onq oosoUBld € SISWSACIIW AIMDSS pAE 2bpeq T1S8de
0% 3 3 [ 0005645 Beo1yong oospuEld g WewBag SABWN 15 V| 85eqd DUl WAGIWEa VIILde
of 03 (13 ¥el k15 |609 V09 uuewdneo po R P BU| 01 pd AoyoR opelBd WelsAs Yav DS eouBAeAUDD FONSOE
0% 3 03 0BL'68lE  [000'9LFS slekeyy sUpAS 5 8 Uo[sJaj, 0} ope.Bdy) @JeNgOg UoSUBH SINSHE
(3 0% 0% 151 62% 0L0ZFFS YOHIED (pUES g S[00 0} 30450 $salhU0D Ol PUTE ¥iocee
0% o$ [ ¥Zo6es €2.E2rS WOILBS) JpUeS g anY 151 OF 9AY U9 1S Wi 0} 1 US[OH ¥IS3HE
3 0% (73 of £698- [ebed feg g qelRY [FQISAIS PUE 55910000 vI§S0E
0% oF (33 of 00005T 1§ CENNETTET € uosUedXT srWED soUeRaAUCT [ERLH
0000058 0000525 000'666% [0S 0% QI gl weiBoid [epdes joRuoD JoP0 SPYN-WejsAS 1OOMSE
00000056 G00'000'E% 00000518 |08 13 QAR o WeiBoi UCHE)qeYsY SoUBABAUCD SpIM-WajsAS 10dU0E
JOWIBAA UYOr = UOReEjlIgeydy 3:H>ﬁ.>=90
Mol weiBald | sliglAd peyaelosd | 2L/ZLAd peoeloud vwﬂw.h““_ nﬁﬂn EE%%#WH afosg Jelruey wwiBoid _-t«.wnf_ahwn._-: s swey wwibog weaBouy

135ang 412 91L/5L Ad Q380d0dd L4vid
Juawiedag uopewe|ooy Jeyemalsep) [euoibey Ajunoy ewnd




ST0Z/TE/E 540 g aded

[svsTose0Ld JoooTen'ed NIy 9LECLL IS [105'50L8

996 129188 000 CeFiS BEL'ZE0'0CS S6L0LL1ZS |V ata ues S[E)0L UBld FISUWIL

PIL%e0'50L8  |000'0z0'8S Z96 0P 8IS Z19'950028 |1E6TLPZ 923 |POC LOE PES SONVAIANGS V101
0% 3 000'125¢  |ooooes 0% 18Ny Aojpusiy v USUdIS episA enbueL FOIINE
3 73 0% 00552 EIveles EjesiLohq oosHUBI] 3 5073 Jojds0ssi] oueiad S10IdE
53 3 0F 0% Y3 GUBWIdNEIS pod z SWSULBASII] KHN08S UDHEIS dWNg 7 Jelih Id LOIOPUEY ELouE
of |3 [3 [ 03 1511 ASjpuByy vee SIOMBE MO|JM0T JOJ BHUEL USTid ojBS ¥11dse
0% 0% 3 0000428 [00008% By Aejpuep ¥ 19y 4-0ig BIBNUES S1aVSE
73 0% 3 0% PILZELS 15T AajpuByy F; 1Ly UBLRBAI J0dE/, JejUcIy eJBNRsANS Jojdealel] 35 €1ES5E
(T3 log [3 3 769 Lvo% $31q0d CHEA €3¢ 2856 UC|EJlIqeyeY JojRasaiul JEEaInog S1I3SE
0% 03 (3 0000028 |¥I0Z29% "SeIq0y OVER E BIUBASULS Of LEDRPIR Sy €150 ZHINAE
000'SS D00'SE66 68 0% 73 3 [aBad A5y 5l 1.1 Ad spelbig uonBHaEYay JOUl BIUNE
000°1§ 000665 15 [ 0% 3 L 51 &% WOREHIIgEYe OjOUE JONoG N
3 0005E 000'S66'6S  [0% [ jeBed ey S L1791 Ad speloid UolsIqeyey Jouy ZIdHWE
0% 0001 000685 1§ |05 3 [sfiad Aey 5l 1# UONBYIiqeLEY SoluEyy 1aveg ZLIGNE
3 3 00018 000'6ES 1S |05 |efieg Aex 5 o# UCNBYIELaY SOYUER James BIoUNE
[ 0% 000'S% 000'CEE'6S |08 1oBed fey [ 91/51Ad sPal0lg UoNEI|GBUSY JOUIR alduiE
0 0% 3 000'SS 000°000°8% — [sbad Aey 5l SLYTAd Sielold UORY|IqEYSd JOUIN | ShduME |
i3 05 0% 000'1$ 00066798 ~ [ebed Aed 51 " peloid UONENIIGEUSY Souekentol | SOt

Im0L wesbold | eu/gLAd pasfoid | 8LALLAL peweloig vﬂwﬂ.&m _.wﬂn._‘qn_ﬂ .._E_wha_ﬁmuze g | oBuow wesbesy _.cwu.h_h:m suieN umiBoid wesBoug

1390an4 diID 9L/SI Ad A3S0d0O¥d Livia
juswedag uopewE]IDY J8jema)sep; [Ruo|Bay Qjunos ewg




STOZ/TE/E § o ¢ 882d

000'862°L$ 0% _ooo.ooo._a 000°9E78 _Smuaa

000'920°0L$ 001L'P09'E$ _Sn.muho [T _oS.vmn_Nu s[el0L uE|d [ejousu)d

Tl6SLEZLS 001 %05 £% 008°52ZL 13 000'99'cS  [000'9LFES [ BHO' LS ALFILA V101
0% 3 [ 0000015 [0 E|93]LoNQ CospuBL] & SUCHEOUIPOIN JOUIN AN | SLWAE |
[ 3 000072 |03 0% Efwolang cosued 5 wewbeg sAIB IS 7 eS8 SHUM WACIMOQ vZ11ag
T3 3 0% 000515 0% USPUN Uor I BUf] Ajno3 [eUld o) Pl SUPebUB L - Y 9jeRI0 - LIHS LOOY €L/48E
3 03 [ 3 0% 18 Aew ! TUINN JaMaS P U] O Pl Jonid EREUED B 10OA0d Lo
673 00051$ oc0'08Z 1§ [000°0518 [0 uosiejed uejo £2l SUCHEOIPOIN Janmag 0} 7 Pd Aneiqny 10aY SOLIEE
[ (3 0% 000'038°LE  |000'901% uosielRd US| S¥1l SUONEDIIPOIN Jemes 0L B P BU| LOAaY SOLIE
3 53 08 000SPIS  [O1F 993 UoSIRIeg VBB [ SUO[IESDIPOIN JoM3S GL- ¥ RS Olv LOaY gallve
[ of 0 0% 0050528 ucsIajad s 3 SUDJESINGIN Jewes 1OaY 01-1 7 Pa eoulld £o11de
0% 3 03 000'00% 250'CLGS uosiajRd U GBE Py ABUUIY O} PY BIIUS{BA SRMS 1OAY £98MSE
0000058 C00'00+S 000°SLS GE] 03 B6ai4gon(] cospuRl] H RUIF) 1aMag PAG UosaN] 0} 0)- 1S PUZZ 100100 101l1E
001 ¥$ 0060 1§ 03 63 0% E{@oIyong 0oskuBlg S8z AJIRN Jameg aAy leqdwe?) pIRNI PAE AeMpeoIg tOOL0D [ER
[ oF 0 0% 00055 Heoong cospuel] ¥ P ESUS[EA 6} 04+ PY UONBNoH 10ULOD TOAIHE |
0% o$ oF 000'€98 000°16$ E[SILPN(] CosrUEl] ¥ SACIdUI] UoIResIB|U] PAd ABMpEGIg P UCIYBNoH 10AL0D S0IGHE |
3 (3 000csl$  [oo0'ees 3 ©}22/yang cospuel] SRE KRN JoMag JaLaAcdW] JOPILOD Py WBID LOOLOD 10S09E
[iT3 3 33 [3 000°06% Blolong oosjouBld I PH auuabla] o pH @eBe PAE BIOUD ©1 LOG0d LOLNDE
000’000 ¢S 000005 15 000005 1§ [0 (53 UM 5 [ LdANSE |

IWMNP3IM 243 - RAIIBN

Tel v as 00006055 TP als¥e g8L'60L'c  |B0T L9Eb%-

T69'90L'c5% 0007602513 ¥al'995°Z1% ZIZOPE O3 |929 E20TLS S|Bj0L UB|d [R[3UBU[]

£09'976'£83 000°662'8L% 965 ZVE CT$ 000'305'c1$ |B10°9¢0°LS  (688'20L))S NOILLYINIWSNY 1v.LOL )
[53 000'L5 000'ziS8  [000'58% 3 $9j90H oley SRe WonkeI) o Ajpueys - uolelawdny Aempecig 8IVQ0E
000€0) 9% 000 6¥Z 5§ 000'¥Z5% 00D bLLE |03 BjElan( cosaUsld ] UOREISWENY 0L 0} USLIEA - 18 Aempaads SLOVSE
0D0'000°0% 00000098 000'000'9%  |0D0' ZL0ES  [PLCODIS BISAT BUlIeT F4 USHEIUSWBY JOPIIGD SIedS0iaY S108VE
{3 [3 0% D00'680'E$  [DOD'GLZS 18Ny AejpuBpy SBZ uonEiaWBNY Py UBMS 0} ABAA UOLWBAY IS PUZZ 55VZ20
0009699 000°0EE'SS c000ISS |03 0% S01poQ] efeLRIN 9L e 82104 PUOSSS - UONEIS duind YoUEY [EJUsUieD §1840¢
0% of o BI0ELE 1S (928 010'1S ZIG [90N €% 1eMBG JeljeY 10jd8215)] Ol YHON ZOUHNE
0% 966'299 v 000'05.'s$¢ [oo0'0sSZ LS [emEiicd UosIelRd US| z uojEjusLUBY Jojdadssiu| 38 eH3se
[ [ 73 000'15% 0% quA &1 redbosd UOHE)USWENY S0UBASALUOD JGMPS GDPA-WGISAS 1253dE

WPANPaIM SH - UoReIawBnY
o) weiBosd | gL8LAd bewelold | gLiZLAd payselosd v.w"ﬁuo_mw._n_m voo_m__omo_mw._m d Eob:mh?““.aﬂo..o._ d 18Bouey weiBoig _-_..-oo-_."ahﬁ_: s olueN weibold weiboid

139an4d d1D 91/51 Ad A3S0d0dd 14v™d
juawiedaq uonewejasy Jajemarsep [euoibay fjunon ewnd




STOZ/1E/E 5405 aded

PS0'E6L'BIS 000 TLLES 99Z'LVZ 08 tlL0zrs _mnm.ammﬂ BLE 988 TS

0Z.'B6C'o¥ZS |00} S6LOCS TV LIOErS FPET00 9PE _m%.noh.Sw 160°611'69% R Wwenbey S[eICL ueld [vjouRuld

555502 222§ ool tzs kR 0EIGLE IVE LIOCZr'WE (015 L0GLVE |EPECLEYaS = .z...mﬂn._.__".vmou.#sF S|80] penwgng

18Bpng J1o QUMY

AT of 0% GELGLLZS [9l9'eles  [2.L6r0e

£5L 017918 [ss5LZ8 [voT'estIE  [oizRelTis S[RI0L Uvld [Ejoueu]

I1E'1Z0°ELS [T3 (T3 [ 6LO'SCT S [6eraen 0L8 dNOY Tv.10L
0% 0§ 03 0005028 |00005IS ¥OWIBD pUEg L BUIUSPIAR JUSWHUEGUIS Ujed JIEd Zniy EJIES SIMIdE
08 0% (33 0005228 A‘Q_m_ﬁn YoHes) jpueg ' Ua[EjUSLISL] SINSG{0-150g AT peoy 1000y Shdude
0% 3 [ 0% 3 LCELTh] [y IAID 8N ¥S[dUio] &) [eRuss FLOMYE
0§ of 3 03 3 N2 ezj2g weqoey 1 Xeiduiog qe] [EAUS0 €1OMeE
3 0f of 3 3 BJenly BBl I PeULCHAIU| Weld dNOS N
03 08 3 000001 1E1 20678 () 92)€d weqoy I KicieioqeT [BRUSD QMY OF UONIPRY SLOMYE
[3 i3 3 teewest  |looves By ereQ ¥ 2INE0)) UBR|D JuAh P Joboy CILOMYE
73 0% [ 000°1% 18771568 18Ny Asjpuely I sndWBsg) UcHBWEReY OW ZE dNOY LLOMYE
03 53 (3 0% £50'209% Uuewdnels poy } YOvDS dNOY S10S9E
3 3 0% YeE GOGE  [96218% o Bulr 1 JsWjEa.] WEenS epis RT3
0f of os £0i'SESS 00 5528 on Bue I UoliEzZ(iiN pue sejes sebolg [
0% 53 o8 699828  |00D002% oy Bulp I spiStieAcIdUI] SPICSOIE ' SSEID J0QA P BUL BodIde
0% [ o 0% 1159818 ojebuveq Aaqog b uoNgINsiq ¥ UOEIBUSS) 180d J0dM PY BUl dNOY Z0diHE
0% 53 0% (i3 250'52 15 CEET ey b syiauiana W] SefyioE SPioSaIE J0aM By Eu S0HIE
[ 63 0% [ 0% EloAlY auer I UGIESpOYY WeISAS SYRING J0dM P BUl dWOY S0dIE
3 (73 0% [ SorPive BIaAlY oWer I ucIsUedXI OSW S 2F S04 PH BUl dNOY YOHISE |
3 3 0% 0% 009220 28 BISATY olljer T uelissEday OdH 404 PY BUl dWOY £0dIge

W90Ha4S Wior - JNOY
[el0] wesbioly | gLELAL PaYdsiodd | 8LiZLAd pejosiong vﬂ__uwhpum uwn”.wmu_m.”._mu -:E..:u"w__v _ww-.._ aefasg JeBeuey weiBoiy _-__.un..___w.__w.n__om_:m sweN wribold winiBoug

Juswipedaq uonewwe|2aYy Jajemelseps [euoiBay Kjunoy ewiy

1394dnN8a dI0 91/S1 Ad A3S0d0dd Ldvda







p LNIWHOVLLY






Vacancy Rate

Judy Servene: & Duane Ve, Co-Prlar homprans
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The \.-acancy Rate 15 th-= pnrcentage ot unf:lled pos:tlons relatlvn to the total
number of budgeted positions {475 ior FY 14-15),

Absenteeism Rate

tudy Seavens & Duwae Vild, € e-Pifior Charpions
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The Ahsentecisin Rate 1s the perceniage of absences flom work mcluding scheduled
absences as well as unseheduled absences
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Turnover Rate
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Performance Appraisal Compliance
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Total Hours of Development & Training
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Sanitary Sewer Overflows
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Recordable Injuries by Division
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Connection Fee Permits — Revenue Comparison
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O & M Spending by Division

Jernifer Coyle & sawne Rwera, Cn-Pillat Champrons

$4,500,000 Sy
$4,000,000 I -1\ $4,050,559 e
83,500,000 - e e e -."537r51".7=10“— e T
$3,000,000 - A\ s =Ny
2,500,000 ! 52 678, 5511737 390

/500, BTN : 277905

; ‘:*'~5_2,266,542 52 171 583
$2,000,000 Lsi 029008 ] 51,806,714 ﬂiﬁﬁ 90503 T T T T
s1500000, TSRS aSlA2AIN S1573,56 % $1602.934
394,014 $1,549,55 954~-$1 354, -+ $1,306420
SLOOOD00 1 L7 ¢1 008 584 %zﬁ 755. DE243%. .. . _—
$B34,345
’ 470, 69,073
$500,000 | pumgm Sa70.0%8 ﬂg-j-%_—z.;;% e

5436 707

o | sas0050 $az8198 7
g ’ ' - | T e — .
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun

== Administration ~ =e=Conveyance ~=i=Treatment =%~ Planning & Engineering
5735 (§25,693,521) S31%  (318,687,620) 63.8% ($33,560,596) 641% ($5950,619)

Leadership Kepresentatives frotn each Division should be prepared i discuss any anomaties
spending pericds

Revenue

V'enmju. Covle & Jarse Rvere Ca-Fiio: Champioas Fiscal Yea,r 2014_2015 Budget. 5180,_8_13,9651
#18000,000 73 - T 7T T UYAD Total Revenue: $117,389,982
; 52

$16,000,000

$14,000,000

412,000,000 -I— |

Te236406
55 L]

$10,000,000
$8,000,000

$6,000,000 - -

44,000,000 |

$2,000,000 -

5

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun

® User Fees ™ Connection Fees = Other




CIP Spending ﬁ}|

Fiscal Yeal 2014-2015 Baseline Budget: $72,864,524 %~ E
nFA e

ul Aug Sep ot Naov Dec Jan Feb Mar Apr May Jun

lernifer Coyle & rume Favitu, Co-Piiur Cppmpsons (FY Adjusted Budget. 580,356,658)
$80,000000 T —— I
f
§Ta000000 - - _
i
. ! | Period 8
$60000000 3~ — - mm e e ' Expenditures:
! | $2,391,204
$50,000000 + — X
Year-to -Date:
$40,000000 - e $23,232,587
$80.0 Million Straightling
-
$I0M0900 +nmee = - -
| $2,391,204
$5.2M
$20,000000 + = e !
! J
SID'mmu : S i e i
| Fup |
0 b8 S— |
t
t
1

=9=RWRD Expenditures  =#=Straightline (572.8 million)  ==Strighthne (560 million)

Influent Flows

Jinglyve Pifur Chamymon

FY 13-14 Average: 80.17 MGD

£a.0 =y 62.1

oo = 5lnag [0 602 . .r‘:_ —a s .ao.g 50.8, . 0 —

— T

57.0 - - L = — . o ... .

55.0 — — — .

538 | —

510 pi: .

80 : =+ = - =—_ ..

47.0 i = - .

450 - - . . - e ey A
bsl Aug Sep Oct Ney (] Jan Feb Mar Apr May Jun

W Current FY M LastFY

Influent Flows is the averagé‘ flow tn million gélions per day for all facilities
combined

10



Unit Energy Consumption
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Energy Consumption by Type

Jing Lue, Pillar Chompion

43 18 F R S T 7 T ) P Y TNs T U PSR L P
EYRETS ot s = o 141 (i s w4ias ] g4 18 1418 14t 14 18 14 115
al Y s wp oer Now : . sed ar o P May wirt
Common i Power mkWh HatwslGasisedmbiVh  Wfoly Pover Used IAGWh 8 Tews Ao Dnpéntes Ga: Enkibn

Eneizy Consumption iy Type is the arount of ensrey ased n kwh oy all RWRD Busldings, WRFs and Ganyeyance

2,000,000
i B R
4, DODLHN | I
A.000,000
] |

200,60 ¥ | |
)

| 111

13 1 13 14 13- 14 131 1501

Biosolids Production

Jing Lo, Pillg: Chom noa

FY 13-14 Average: 1,038 dry tons/month

| 1,415 1418
v

_.1am

348
1o
| _-EE

Sty

Biosoltels Production is the dry tons per month of biosolids produced from both
the regional and sub-reglonal facilities

12



Biogas Production
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PIMA COUNTY

WASTEWATER RECLAMATION

REGIONAL WASTEWATER RECLAMATION ADVISORY COMMITTEE
201 NORTH STONE AVENUE
TUCSON, ARIZONA 85701-1207

February 25, 2015

The Honorable Chair and Members
Pima County Board of Supervisors
130 West Congress Street, 11" Floor
Tucson, Arizona 85701

RE: Proposed Rate Increases as Outlined in the 2015 Financial Plan
Dear Honorable Chair and Members:

The Pima County Regional Wastewater Reclamation Advisory Committee (RWRAC) was established by
the Pima County Board of Supervisors, in part, to act as the official advisory body on the Regional
Wastewater Reclamation Department’s (RWRD) Capital Improvement Program planning and rate
structure formulation to County government; annually review the proposed RWRD Capital Improvement
Program and recommend to the governing body an annual and five-year Capital Program; and annually
review the revenue requirements of the sanitary sewerage system and recommend to the governing body
rate adjustments as required.

The Pima County Finance and Risk Management Department prepares an annual report, the Financial
Plan, addressing the financial needs of RWRD based on the projected expenses and projected capital
improvement program for the current fiscal year and for the following four fiscal years.

2015 Financial Plan
The 2015 Financial Plan recommends the following:

1. The issuance of $60 million of Certificates of Participation (COPs) in the current fiscal year as
anticipated in the Adopted Budget.

2. The issuance of $165 million of new sewer revenue obligations in the upcoming years as follows:
a. $45 million in Fiscal Year 2015-16,
b. $40 million in Fiscal Year 2016-17,
c. $45 million in Fiscal Year 2017-18, and
d. $35 million in Fiscal Year 2018-19,

3. The early repayment of $38 million of WIFA Loans and sewer revenue bonds as those become
callable in Fiscal Year 2016-17.

4. The adoption of a series of three automatic annwval rate increases of 4% occﬁm'ng July 1, 2015,
July 1, 2016, and July 1, 2017.



The Honorable Chair and Members, Pima County Board of Supervisors
RE: Proposed Rate Increases as Outlined in the 2015 Financial Plan
Page 2 of 2

Standard & Poor’s rating agency, which rates the County’s sewer debt, has indicated that a debt service
ratio of 130% is key to maintaining favorable ratings. On April 18, 2013, the RWRAC adopted a
recommended goal of achieving debt service ratios of 130%. In order to maintain a debt service ratio of
130%, by Fiscal Year 2018/19, the County will need to increase net operating revenues by approximately
$22.3 million. This level of revenues will not be generated from the anticipated growth in the system. It
will be necessary to increase user fee rates to sustain the system and complete the planned capital
projects.

RWRAC Review of the 2015 Financial Plan
Over the past six months, the RWRAC has worked diligently to review the 2015 Financial Plan in

preparation for the Fiscal Year 2015/16 budget adoption.

¢ Since September 2014, the RWRAC and the RWRAC Sub-Committee have reviewed in depth
the financial issues for the Department and the draft 2015 Financial Plan.

s On December 10, 2014, the Financial Sub-Committee voted 4-1 in favor of recommending to the
full RWRAC the approval of the proposed rate increases as outlined in the 2015 Financial Plan,

¢ In an effort to give the public multiple opportunitics to provide meaningful input into this process,
the RWRAC held a public meeting in the evening on January 29, 2015, a second public meeting
in the morning on February 19, 2015, and solicited public comments in person, via email, and in
writing.

Recommendation
At the February 19, 2015, RWRAC meeting, the RWRAC voted 8-3 in favor of recommending to the

Pima County Board of Supervisors the approval of the proposed rate increases as outlined in the 2015
Financial Plan. This approved motion included a friendly amendment to further investigate the ability to
broaden the eligibility requirement of the Sewer Outreach Subsidy Program for low income users. The
2015 Financial Plan is tentatively scheduled to be presented to the Board of Supervisors in March, 2015.

The RWRAC looks forward to continuing its close working relationship with the Board of Supervisors
and RWRD. The Committee members and I are available at your convenience for any questions or
further discussion.

Sincerely,

L

Ann Marie Wolf, Chair
Regional Wastewater Reclamation Advisory Committee

ce: C.H. Huckelberry, County Administrator, Pima County
Robin Brigode, Clerk of the Board, Pima County
John M. Bernal, Deputy County Administrator for Public Works, Pima County
Jackson Jenkins, Director, Regional Wastewater Reclamation Department
‘Tom Burke, Director, Finance and Risk Management Department
Charles Wesselhoft, Attorney, Pima County Attorney’s Office
Members, Regional Wastewater Reclamation Advisory Committee
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Sewer Qutreach Subsidy Program
Help for Low-lncome individvale and Families

n May 1, the Pima County
O Board of Supervisors

approved a low-income
subsidy program that will take effect
on July 1, 2007. This action was in
response to concerns about the ability
of low-income residents to pay steadily
increasing sewer rates needed to meet
rising costs associated with operations
and maintenance, rehabilitation
of aging sewer infrasfructure, and
projects to meet increasingly stringent
environmental standards.

The Sewer Outreach Subsidy program
has a tiered rate structure based

on federal poverty guidelines. For
instance, individuals earning $10,210
annually are at 100% of the federal
guideline and would qualify for a 75%
reduction in their flow rate charges: a
reduction of $10.55 for the average
$19.78 residential sewer bill. A family
of four earning $20,650 per year is
also at 100% of the federal guideline
and would qualify for the same rate
reduction. This discount does not
apply to the flat monthly service fee
of $5.72 that all customers pay. It also
does not discount sewer connection
fees.

Program Tiers - Federal Poverty Level
Guidelines:

* 75% rate reduction — 100% or below
« 50% rate reduction — 101% -125%

» 25% rate reduction — 126% -150%

’“”‘h.:l’ ’\'hm 'l"t*w

To be eligible for a discount on the
monthly sewer user fees, customers
must meet the following guidelines:

* Be a residential sewer customer.

» Have a water/sewer bill in your name.
» Meet income guidelines.

The Pima County Wastewater
Management Department (PCWMD)
is partnering with the Pima County
Action Agency (PCAA) to administer
the program.

It is estimated that about 14% of the
households in Pima County are at the

poverty income level and would quaiify

for the program.

For more informafion call Pima County
Community Action Agency at 243-
6794 or visit our web site at

wWwWw.pima.gov.wwm/.

Rate Inerease Foes inte
Effeet

On May 1, the Pima County Board

of Supervisors voted to increase

the monthly flow volume rate on the
sewer bills by 6%. A typical sewer

bill calculated on 10 CCFs of water
usage (one CCF is equivalent to 100
cubic feet of water) will increase from
$18.98 to $19.78 per month, This rate
increase goes into effect on July 1.

Kecalsulation of Sewer
Bills

In July of each year, your sewer bill

is recalculated based on the amount
of water use in December, January,
and February. These three months
represent the period when outside
water usage is normally at a minimum.

If you have questions about your bil,
please call our Customer Service
section at 740-6609 weekdays
between 7:30 a.m. and 4:30

p.m. If you have any concems, a
representative will explain the appeal
process to you. Under Pima County
Ordinance 13.24 you have 60 days
after receipt of a bill to appeal a new
rate, a new usage class, or a new
discharge factor.

In Pima County, the funds needed to
provide sewer services are generated
by the Wastewater Management
Department through the assessment
of fees. During the 2006/2007 fiscal
year, all the sewer user fees collected
were used for the costs of providing
wastewater treatment services to the
residents of Pima County.
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Bill Assistance for
Low -lncowe Customers

HE Regional Wastewater
Reclamation Department (RWRD)

ff bill assistance through
e e e ooy Kate Increases Goes Into Effect On July 1

Program. The SOS Program has a The Pima County Board of Supervisors has approved a 9.5% rate
tiered rate structure based on federal  increase to the monthly sewer bill. This increase will be applied to the
poverty guidelines. This discount part of the bili which is based on water usage. The Board of Supervisors

applies only to the part of the sewer also approved an increase to the fixed administrative fee. Beginning
bill based on water usage; it does not  July 1, that fee will increase from $6.23 a month to $6.82 a month. With

apply to the flat monthly service fee these increases, the average monthly residential sewer bill will increase
of $6.82. There are no discounts for from $21.56 a month to $23.61 a month.
sewer connection fees.

Program Tiers — Federal Poverty Level
Guidelines:

+ 75% rate reduction - 100% or below
* 50% rate reduction - 101% - 125%
» 25% rate reduction — 125% - 150%

To be eligible for a discount on the
monthly sewer user fees, customers

must meet the following guidelines: Annval Recaleulation of Sewer bills

* Be a residential sewer customer.

In July of each year, your sewer bill is recalculated based on the

* Have a water/sewer bill in your name.  amount of water use in the previous months of December, January

+ Meet income guidelines. and February. These three months represent the period when outside
water usage is normally at a minimum.

It is estimated that about 14 percent

of the households in Pima County are

eligible for a sewer bill discount through

If you have questions about your bill, please call our Customer Service
section at 740-6603 Monday through Friday between 7:30 a.m. and

4:30 p.m. Arepresentative will explain your bill to you and can provide
eSS PG, you with information about the department's appeatl process. Under
The Pima County Action Agency Pima County Ordinance13.24, customers have 60 days after receipt
(PCAA) is administering the SOS of a bill to appeal a new rate, a new usage class, or a new discharge
program on behalf of PCRWRD. factor.

For more information call PCAA at During our 2007/2008 fiscal year, all the sewer user fees collected
243-6794 or visit our web site at were used for the costs of providing wastewater reclamation services

to the residents of Pima County.

http:/iwwwpimagoviwwm! E = :
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Bill Assistance for
Low-Income Customers

The Pima County Regional Wastewater
Reclamation Department (PCRWRD)
offers sewer bill assistance through

the S QOutreach Subsidy (SOS
Program. The 808 Pogmmtasa.  Rate Inereases Goes Into Effect On July 1

tiered rate structure based on federal  The Pima County Board of Supervisors (BOS) has approved a 12.75%
poverty guidelines. rate increase to the monthly sewer bill. This increase will be applied to
the flow volume charge portion of the bili.

Program Tiers - Federal Poverty

!' '7!‘5'%" gltlédrzlcliﬂgtsit:m —100% orbelow  With this increase, the average monthly residential sewer bill will

« 50% rate reduction — 101% — 125% increase from $27.25 a month to $29.66 a month.
* 25% rate reduction — 125% - 150%

Both the flow volume charge and the
monthly service fee are eligible for the
discounted rate under the program.
There are no discounts for sewer
connection fees.

To be eligible for a discount on the
monthly sewer fees, you must meet the
following guidelines:

Annual Recaleulation of Sewer Bills

* Be a residential sewer customer In July of each year, your sewer bill is recalculated based on the
* Have a water/sewer bill in yourname  amount of water use in the previous months of December, January
» Meet income guidelines and February. These three months represent the period when outside

ltis estimated that about 14 percent water usage is normally at a minimum.

of the households in Pima County are . . )
eligible for a sewer bil discount through  If You have questions about your bill, please call our Customer Service

the SOS Program. section at 740-6609 Monday through Friday between 7:30 a.m. and
_ . 4:30 p.m. A representative will expfain your bill to you and can provide
The Pima County Action Agency you with information about the department's appeal process. Under

(P%Aﬁ) ﬁd?g‘ésé%sr\fge SOS Program  pima County Ordinance13.24, customers have 60 days after receipt

on behalt o ' of a bill to appeal a new rate, a new usage class, or a new discharge
factor.

For more information call PCAA at

243-6794 or visit the PCRWRD web During our 2008/2009 fiscal year, all the sewer user fees collected

site at were used for the costs of providing wastewater reclamation services

http:/fwww.pima.goviwwm/ to the residents of Pima County.



Awnnval Recaleulation of Sewer Bills

in July of each year, your sewer bill is recalculated based on the amount of water used in the previous
months of December, January and February. These three months represent the period when outside
water usage is normally at a minimum. Pima County measures water use in hundred cubic feet. One
hundred cubic feet (ccf) is equivalent to 748 gallons, a typical residential household in Pima County
discharges approximately 6,700 galions of sewage into the sewage system each month.

Rate Increase Goes Into Effect on July 1, 2010

The Pima County Board of Supervisors has approved increases in sewer rates that go into effect on July 1,
2010. These increases include a 10 percent sewer volume fee increase from $2.40 to $2.64 per ccf and a 65
"= percent increase to the monithly service fee. The monthly service fee will increase from $9.82 per month
" 10 $10.46 per month. These increases will raise the average monthly residential sewer bill from $29.66
a month to $34.28 a month.

Questions About Your Sewer Bill
if you have questions about your bill, please call our Customer Service section at 740-6609 Monday through Friday between 7:30
am. and 4:30 p.m. A representative will explain your bill to you and can provide you with information about the department’s appeal
process. Under Pima County Code, Ordinance 13.24.120, customers have 60 days after receipt of a bill to appeal anew ™™,
rate, a new usage class, or a new discharge factor. | N g
During our 2009/2010 fiscal year, all the sewer user fees we collected were used for the costs of providing P g |
wastewater reclamation services to the residents of Pima County. '
Bill Assistance for Low-lncome Customers <
The Pima County Regional Wastewater Reclamation Department (PCRWRD) offers sewer bill assistance through the Sewer
QOutreach Subsidy (SOS) Program. The SOS Program has a tiered rate structure based on federal poverty guidelines.

Program Tiers - Federal Poverty Level Guidelines:

« 75% rate reduction - 100% or below

* 50% rate reduction - 101% - 125%

« 25% rate reduction - 125% - 150%

Both the flow volume charge and the monthly service fee are eligible for the discounted rate under the program. There are no
discounts for sewer connection fees.

To be eligible for a discount on the monthly sewer fees, you must meet the following guidelines:
* Be a residential sewer customer
« Have a water/sewer bill in your name
* Meet income guidelines
It is estimated that about 14 percent of the households in Pima County are eligible for a sewer bill discount through the SOS Program.
The Pima County Action Agency (PCAA) administers the SOS Program on behalf of PCRWRD.
If you think you might qualify for a rate reduction or if you want more information, call PCAA at 243-6794 or visit the PCRWRD

web site at hitp.//www.pima.gov/wwm/
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PIMA COUNTY

Sewer Biill Payment Assistance
for Low-Income Customers

The Pima County Regional Wastewater Reclamation
Department (PCRWRD) offers sewer hill pay ment
assistance for low-1ncome customers through the
Sewer Outreach Subsidy (SOS) Program. The SOS
Program offers discounts on monthly sewenr fees based
on federal peverty guidelines. Depending on income
and household size, customets may qualify for a 25%,
50% or 75% discount on their monthly sewer fees:

Program Tiers Federal Poverty Levels
75% rate reduction 100% or below
50% rate reduction 101%-125%
25% rate reduction 125%-150%

Both the flow volume charge and the monthly service
tee are ehgible for the discounted rate with the 308
Progiam; however, there are no discounts for sewer
connection fees

To be eligible for a discount on monthly sewer fees,
crstomers must meet the tollowing gnidelines

* Be a residential sewer customer
» Have a water/sewer hill in your name
» Meet income guidelines

The Pima County Community Action Agency (PCCAA)
administers the SOS Prograra on behalf of PCRWRD

To find out if you quality for the SOS Progiam,

please call PCCAA at {520) 243-6794. You will hear a
recorded message and will be asked to provide specific
information via voice mail. A PCCAA staff member will
teturn your call as soon as possible

Visit the PCRWRD website at www.,pima.gov/wwm
for more $08 Program information including tables
specifying 1eductions, poverty level, household size and
poverty mcome levels

CITY OF TUCSON

Reaolve to Becyele
More Plastic in 2012

With the holidays complete, you are probably looking
to make room fur new toys and gadgets. It's also the
time when we think about crganizing and storing
things that we aren’t regularly using, If you find
vourself with lots of plastic to dispose of, remember
that rigid plastics can be recycled in vour blue barrel
as long as they fit with the lid closed. Here's a list of
just some of the rigid nlasties that can go 1n your blue
recycle bin.

@ Hard plastic toys and play equipment

® Hard plastic food storage tubs

@ Plastic flower pots that are rinsed and clean
@ Plastic lanndry and waste baskets

@ Plastic lawn furniture

@ Plastic totes

@ Plastic pet carriers (no metal)

@ Plastic coolers/ice chests

@ Plashic dish dramers/1acks

@ Plastic water bottles (5-gallon size)

Ifyou have large. hard plastic items, you can take
them to a neighborhood re¢vcling center

Check out the list of recyclables at tuesonrecycles org
and make the resolution to Do More Blne in 2012

Your utilities services statement includes fees for your water, wastewater, and environmental services.
The Pima County Regional Wastewater Reclamation Department Environmential Services (ES) - Learn abonut how ES is

(RWRD) — For more information about the regional wastewater

system, call {(520) 720-6500 or visit pima govivwwm

protecting our groundwater and the environment
at tucsonaz gov/esd and (520) 791-3171
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PIMA COUNTY

Sewer Suticy Program
Assists Low-Iincome
Customers

Recent sewer user fee increases are necessary to meet

rismg costs associated with operations and maintenance,

rehabilitation of aging sewer infrastructure, and mandated

projects to meet increasingly stringent environmental

"I standards To help offset some of these sewer bill increases
for low-income customers, the Pima County Board of
Supervisors authorized the Sewer Quireach Subsidy (SOS)
Program.
The SOS program has a tiered-rate structure based on
federal poverty gudehnes. Depending on income and
household size, low-income customers may qualify for a
25%, 50%, or 75% discount on their monthly sewer fees,
1ncluding the flat monthly service fee of $11.86.

To be eligible for a diseount on the monthly sewer user fees,
customers must meet the following guidelines:

« Be a residential sewer customer

= Have a water/sewer hill in your name

« Meet income guidelines

Income is determined by the combined earnings of all
persons residing in the home. Earning sources include, but
are not limited to salary, child support, alimony, interest
income, rental income, Supplemental Security Income,
Social Security, veteran disability, and retirement benefits.

Those who meet the federal poverty guidelines are
encotiraged to apply for the SOS Program. The Pima
County Regional Wastewater Reclamation Department
has contracted with the Pima County Community Action
Agency (PCCAA) to admimster this program.

An appointment with PCCAA is required to determine
eligibility. To schedule an appointment, please call PCCAA
at (520) 243-6794. You must provide the following
documents at your appoiniment: a picture ID. proof

of income for the last thirty days, and your current
wastewater utility bill

More information about the SOS program is at pima.gov/
wwm/fees/low_income.htm

CITY OF TUCSON

Sehedele Plow Hvatlable
2013 Brush & Bulky

The 2013 Brush & Bulky Collection (B&B) schedule is now
available on the Environmental Services (ES) website at
http://esd.tucsonaz.gov. It's easy to access the B&B
map and schedule, and use the
look-up tool to get the B&B date
slated for your neighborhood

B&B is provided twice each year
to ES residential customers as e 2
part of their ES service — approximately every 6 months.
Residents will receive a door hanger prior to their B&B
collection week that provides information about the
collection date, and a list of accepted materials. B&B
collection is a great time to clean the garage or trim trees
and have those bulky items picked up at your home. You
can set out up to 10 cubic yards of material for B&B pick-
up; that’s about the size of 10 washing machines!

B&B is just one way to help keep your neighborhood clean
and keep trash and other debris off streets and in alleys. If
your B&B collection isn’t scheduled for a few months, ES
offers other options:
+ Call and schedule a special B&B pick up any time of year
for a fee. ‘

« Neighborhood and homeowners’ associations can
organize a neighborhood clean-up and order roll-off
containers at no cost. This 1s also available to groups of
10 or more neighbors if you live in an area not supported
by an association.

For more informaticn about B&B Collection or the
neighborhood clean-up program, visit our website or call
Customer Service at 791-3171.

Please — Do not store B&B material in alleys or
at the curb for months before your scheduled
collection. It makes an unsightly mess and can
attract illegal dumpers. Materials may be set out
two weeks before your collection date.

Your utilities services statement includes fees for your water, wastewater, and environmental services.

The Pima County Regional Wastewater Reclamation Department

(PCRWRD) — For more information about the regional

wastewater system, call (520) 740-6500 or visit pima goviwwm

Environmental Services (ES) — Learn about how ES 15
protecting our aroundwater and the environment
at tucsonaz.gnv/esd and (520} 791-3171
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Wastewater

WHAT CAN YOU PO TO LOWER YOUR SEWER Bill?

As you make your way through the busy holiday season, you may not be thinking
about next year's sewer bill. However, it is important to know that the Pima

County Regional Wastewater Reclamation Department (PCRWRD) uses your water
consumption during the winter months to calculate your fees for the following billing
year which begins each July 1.

Your sewer bill is based on your water consumption during the “reading months”
of December, January and February. We use these three months because they are
typically the lowest three consecutive months of water usage during the year.

Your reading month depends on the day when your water meter is read. For example, if your water meter is
read on December 15, your December billing cycle will cover November 15 - December 15.

WATER CONSERVATION EFFORTS THAT CAN HELP TO REPUCE YOUR SEWER BILL

To generate the lowest possible sewer charges during the next billing year (beginning July 1, 2014); make a special effort to conserve water during these
winter months,

Conservation efforts can include actions as simple as turning off the water while brushing your teeth or washing dishes, as well as more complex efforts such
as instalfing low-flow appliances. Finding and repairing any water leaks in your toilets and sinks and modifying showerheads and other faucets with low-flow
devices can aiso help to reduce your water usage. Save water outdoors by maintaining irrigation systems and taking your vehicle to a commerdial car wash
instead of washing it at home.

ASSISTANCE FOR LOW-INCOME CUSTOMERS

Low-income custorners may be able to offset their sewer bills through the department’s Sewer Outreach Subsidy (SOS) Program.

The SOS program has a tiered-rate structure based on federal poverty guidelines. Depending on income and household size, low-income customers may
quality for a partial discount {25%, 50%, or 75%) on their monthly sewer fees,

Participants must meet the following guidelines to qualify for this program;
» Be a residential sewer customer
» Have a water; sewer bill in your name
* Meet income guidelines

Those who meet the federal poverty guidelines are encouraged to apply for the SOS Program. PCRWRD has contracted with the Pima County Community
Adtion Agency (PCCAA) to admnister this program.

You will need to schedule an appointment with PCCAA to determine your eligibility to participate in the SOS Program, Please call PCCAA at
(520) 243-6794 to schedule an appointment. You will be prompted to leave your name and phone number and a PCCAA representative will contact you to
set up an appointment time.

For more information about this program, please visit our website at. hittp;//www,pima.gov/wwm/fees/fow_income.htm

I you have any questions about your sewer bill, please contact our Customer Service section at 724-6609, Manday
through Friday, from 7:30 a.m.- 4:30 p.m. You may also email us at wastewatercs@pima.gov.

WHY IS MY SEWER BILL HIGHER THAN MY WATER BILL?

A common question we hear is, “Why is my sewer bill higher than my water bill?* The answer is simple: the cost of
treating sewage is greater than the cost incurred by your local water provider to pump, treat and deliver ground water or
to purchase, treat, and deliver Central Arizona Project water.
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Environmental Services Protects Groundwater, Air and Soil Quality with

On-Going Monitoring

Groundwater Sampling industrial Wastewater Surface Emission
« 20 gifferent sites - Sampling Monitoring 2t Los Reales
+ 342 groundwater wells = Sample 36 sites for Landfil

wastewater & Aquifer s 15 different routes
Soil Vapor Sampling Protection Permits « 314+ monitoring paints
« Sample 7 landfills
« 65 Soil vapor wells Landfill Gas Monitoring Methane Sansors at

« 18 different sites Los Reales & Prudense

» 480 monitoring probes Landfilis
« 11 methane sensors

~ PIMA COUNTY. WASTEWATER RECLAMATION
SAEWER '. UTREACH SUBSIDY
PROGRAM

- * Sewer Bill Assistance for Low-Income Customers
Based on the Federal Poverty Guidelines

you may be o
To he eligible you must meet the following:

e"gi ble for a + Be a residential sewer customer
reduction of » Have a water/sewer bill in your name

5‘3,‘; 3 » Meet combined household income requirements
255, 50% %' jﬁy 3

off your monthly sewer bill. JTO schedule an appointment to apply for a discount, contact:
“  Pima County Community Action Agency (PCCAA)

(520) 243-6794
For additional information on the program, visit:

PIMA COUNTY www.webcms.pima.gov/government/iwastewaterreclamation/billing
WASTEWATER RECLAMATION and selact the Sewer Quireach Subsidy (BOS) Program tab
|

Fices statement incudes fees for your water, environmental services, a

Environmental Services (ES) (520) 791-3171 or visit tucsonaz.gov/esd
Pima County Reglonal Wastewater Redamation Department {PCRWRD) (520} 724-6500 o visit pimz.gov/wwm
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ASSISTANCE FOR LOW-INCOME CUSTOMERS

Low-incame customers may be able fo offset their sewer bills through the department’s Sewer Outreach Subsidy (SOS) Program.
The SOS program has a tiered-rate structure based on federal poverty guidelines. Depending on income and household size, low-income customers may
qualify for a partial discount (25%, 50%, or 75%) on their monthly sewer fees.

Participants must meet the following guidelines to qualify for this
program:;

* Be a residential sewer customer

« Have a water/ sewer bill in your name

* Meet income guidelines

Those whao meet the federal poverty guidelines are encouraged to apply
for the SOS Program. PCRWRD has contracted with the Pima County
Community Acticn Agency (PCCAA) to administer this program.

You will need to schedute an appointment with PCCAA to determine your
eligibility to participate in the SOS Program. Please call PCCAA at (520)
724-3794 to schedule an appeintment. Once you call, a recording will .
prompt you to leave your name and phone number. Please provide the
information requested; a PCCAA representative will contact you to set up an
appeintment time. i you qualify for a discount, that discount will be valid for
one year. Requalification for the program is required annually.

For more information about this program, please visit our website at: ftip;/
wwwepima.gov/wwmy/fees/low_income.hitm

If you have any questions about your sewer bill, please contact our Customer Service section at 724-6609, Monday through Friday, from 7:30 a.m. - 4:30 p.m.
You may also email us at wastewatercs@pima.gov.

Regional Wastewater Reclamation Pepartwent Now Produces A+ Quality Reclaimed Water
You may recall that the Pima County Regional Wastewater Redlamation Department (PCRWRD) recently completed the Regional

Optimization Master Plan (ROMP). The ROMP consisted of multiple projects that have allowed us to comply with regulatory :
requirements mandated by the Arizona Department of Environmental Quality. The mandate required that PCRWRD P
improve the quality of the effluent (treated wastewater) we release into the Santa Cnuz River. Approximately 60 million
gallons a day of effluent is discharged into the river,

PCRWRD invested $605 million in the ROMP projects needed to meet the new state and federal environmental
requirements. With the completion of those projects, we now have state-of-the-art infrastructure that produces
exceptionally high-quality effluent.

The effluent we now produce can be used for a multitude of purposes, induding but not limited to:
= filling of man-made lakes or ponds where fishing and boating are aflowed

= toilet flushing

= fire suppression

= irrigation of food crops, and

= residential and public landscaping

The dleaner effluent that is now discharged into the Santa Cruz River has resulted in a number of benefidal changes:

* The water in the Santa Cruz River near our discharge points is much dearer; fish and other wildlife in the river are visible as is the bottomn of the riverbed,
+ The improvement in water quality has increased the number of fish and fish spedies in the river.

* The percolation of the effluent into the aquifer is much improved.

N .
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I.INTRODUCTION

This report responds to the Board of Supervisors’ discussion on March 10,2015, regarding the
Regional Wastewater Reclamation Department’s 2015 Financial Plan. The discussion centered on
the three automatic annual rate increases of four percent proposed to be effective July | of 2015,
2016,and 2017.

This report outlines the historical and current operational and financial situation of the
Department and provides information and responses on each of the questions asked at the
meeting; these questions are outlined in Attachment |. In addition, this report discusses
significant financial challenges the Department has faced in the last decade, details on operating
and maintenance budgets, process improvements and cost cutting measures the Department has
implemented, and the historic and proposed rate increases with the customer impacts.

Key financial opportunities and challenges include:

» The annual wastewater flows to the Department’s eight water reclamation facilities
have been decreasing an average two percent each year for a total decrease of 13.5
percent since fiscal year 2006/07. This reduction in flow correlates to approximately
$16 million decrease in fiscal year 2013/14 revenues alone and approximately $58
million total for the past eight years.

» Prior to the recession, development-related connection fee revenue made up
as much as 39 percent of the Department’s annual revenue when connection
fees peaked in fiscal year 2005/06 at $42.2 million. Beginning the following year,
connection fees began to decrease significantly and leveled off around the $13
million of fees currently being collected annually.

» The recession suppressed customer growth from the normal 1.5 — |.7 percent
increase per year to an average of 0.6 or just above one-half of one percent. The
Department has been directly impacted as growth equates to more flow and
greater revenue and additional connection fee revenue.

» The Department relies on debt to fund the Capital Improvement Program which
addresses current and future wastewater system needs. Although the annual level of
projects is declining, debt service payments are expected to continue to increase to
almost $88.5 million by fiscal year 2019/20, an increase of approximately $65 million
since fiscal year 2008/09.

» Through fiscal year 2013/14, the highly regulated and mandated Regional
Optimization Master Plan (ROMP) Program has expended approximately $560
million to upgrade and expand the two metropolitan water reclamation facilities and
other projects in the ROMP Program.

» The Department is past the highest levels of construction for ROMP and will
have much lower capital needs in coming years. Capital Improvement Program
expenditures are estimated to be approximately $227 million through the end of
fiscal year 2018/19. This budget request reflects a funding level the Department
believes is appropriate to ensure Pima County infrastructure is rehabilitated in an
efficient manner to avoid impacting the community with unforeseen emergencies
and resulting costs.



Highlights of the Department’s Operation and Maintenance (O&M) budget include:

» The Department’s O&M actual expenditures have ranged from a high of $78.5
million in fiscal year 2007/08 to a low of $69.9 million in fiscal year 2009/10 and are
expected to be approximately $82 million at the end of the current fiscal year.

» The fiscal year 2015/16 Department O&M budget request is $84,661,178. This is a
$2,592,243 reduction from the anticipated O&M budget of $87,253,421 identified
in the 2015 Financial Plan. This requested budget is also only a $768,822, or 0.9
percent, increase from the fiscal year 2014/15 adopted budget of $83.9 million.

Sewer User Fee highlights include:
» Sewer User Fees have increased 122 percent since July 2007.

» Increases were necessary in order to maintain the needs of an aging system, finance
the regulatory mandates of the ROMP Program, and maintain revenue levels due
to financial challenges and declining revenue the Department has faced in the last
decade.

» Should a four percent increase be implemented for fiscal year 2015/16, the average
Pima County wastewater bill would be $509 annually. By comparison, average sewer
user fees nationwide are expected to continue to outpace inflation and will exceed,
on average, $51 | per year by 2016.

The Department has taken extensive measures to control costs, optimize its business, and ensure
financial decisions are in the best interest of the rate payers. Careful and difficult decisions

have been made by the Department in an effort to limit expenditure growth, budget only for
necessities, maintain the wastewater system within industry recommended best practices, and
fulfill budgeted performance commitments without exceeding budget targets. Due to these
efforts, the overall fiscal health of the Department remains strong despite financial challenges
such as declining revenues, a slow growth rate, increases in annual debt service payments, and
demand for repair and replacement of existing infrastructure to maintain compliance and current
service levels.

Drafts of the Financial Plan and the assumptions upon which it is based were discussed for
many months by the Regional Wastewater Reclamation Advisory Committee (RWRAC). The
Committee approved the assumptions and ultimately recommended the three rate increases
of four percent each year for July | of 2015,2016,and 2017. However, based on changes to
projected operating costs and capital costs that the Department has proposed in the three
months since the RWRAC approved the Plan, we would recommend a rate increases of
three percent rather than four percent, for July | of 2015 and 2016, and with the Board of
Supervisors reconsidering whether to adopt a third increase for 2017 after the close of fiscal
year 2016.



2.THE FINANCIAL PLAN
2.1 The Financial Plan

On an annual basis, the Finance and Risk Management Department reviews the rate structure
for the sanitary sewer services provided by the Department and prepares a report and an
analysis of the current fee structure. The focus of the review is to determine the optimal sewer
rates needed to ensure that the Department has sufficient revenues to meet all operating

and maintenance expenses, all debt service payments and required reserves, and maintain an
adequate debt service coverage ratio to obtain favorable bond ratings.

In order to determine rates, key assumptions are used and a financial model is developed.
Some key assumptions used in the 2015 Financial Plan include a four percent increase in O&M
expenditures an increase in user fee and in connection fee revenue at the rate of population
growth, and a Capital Improvement Program of $245.4 million.

The excess of net revenues over required debt service, known as the Debt Service Coverage
Ratio (DSCR), is a main goal of the Financial Plan. The Regional VWastewater Reclamation
Advisory Committee set a goal to maintain a DSCR of 1.3 in order to maintain the financial
stability of the utility.

According to the 2015 Financial Plan, by fiscal year 2016/17, the DSCR is expected to drop
to 1.13,and continue dropping to a low of 1.04 by fiscal year 2018/19. This downward trend
assumes no rate increases are adopted.

In order to maintain a DSCR of 1.3, by fiscal year 2018/19 the Department will need to
increase net operating revenues by approximately $22.3 million. This level of revenue will not
be generated from the anticipated growth in the system. It will be necessary to increase user
fee rates to sustain the system and complete the planned capital projects.

2.2 Historic and Financial Plan Recommmendations

The Financial Plans sent to the Board of Supervisors have consistently indicated that the rate
increases adopted in 2010 would not be the final rate increases needed. The following are
excerpts from the Financial Plans.

2014 Financial Plan

Page | and Page 13: [Under Recommendations] “4. During Fiscal Year 2014-15, adopt rate
increases beginning in Fiscal Year 2015-16 through Fiscal Year 2017-18 in order to maintain
adequate debt service ratios in future years.”

Page 8: “Based on the current projections of increases in user fees, connection fees and
operating expenses, the County will not be able to maintain adequate debt service ratios
without additional rate increases in future years. The County will need to adopt rate increases
taking effect no later than Fiscal Year 2015-16. Standard & Poor’s rating agency, which rates
the County’s sewer debt, has indicated that a debt service ratio of 130 percent is key to
maintaining favorable ratings.

The County would need either to adopt one significant rate increase or a series of moderate
multi-year increases taking effect for Fiscal Year 2015-16.As discussed in the final section below,
the County will likely need to adopt rate increases of 3 to 4 percent annually for several years.”



Page | I: “In order to maintain adequate bond ratings for existing and future sewer revenue
debt, the County needs to continue to adopt rate increases in the future to generate adequate
financial resources for the Regional Wastewater Reclamation Enterprise Fund. Based on the
analysis contained in this report, such rate increases are currently expected to be 4.0 percent
for Fiscal Year 2015-16 and 5.5 percent for Fiscal Year 2016-17"

2013 Financial Plan

Page | and Page |3: [Under Recommendations] “3. In Fiscal Year 2013-14, an evaluation of rate
increases that may be necessary for future years in order to maintain adequate debt service
ratios in future years and to maintain low interest rates.”

Page 9: “In order to have adequate debt service coverage at the time the County was
beginning to issue major sewer obligations, four annual sewer rates increases were adopted

by the Board. Those increases enabled the County to maintain a debt service ratio of more
than 150 percent for each of the years of the automatic rate increases. Based on the projected
decline in the debt service ratios, unless sewer revenues increase above these projections,

the County will need to adopt a moderate rate increase, potentially in the range of 3 percent
beginning in July 2015

2012 Financial Plan
Page | and Page 10: [Under Recommendations] “5. The evaluation of a possible rate increase
by Fiscal Year 2014-15 in order to maintain adequate debt service ratios.”

Page 6: “Unless the number of users and the number of connections increases more than
projected in this Financial Plan, the County will need to either increase the fee structure or
decrease operating expenses to maintain a minimum debt service ratio.

Page 7:“For this reason, Finance is recommending an evaluation of a possible rate increase by
Fiscal Year 2014-15”

2011 Financial Plan

The Plan did not predict future rate increases. In early 201, the growth in customer accounts
was projected to generate $178 million of sewer fee revenues by fiscal year 2014/15. That
estimate, four years ago, was not met because the economy did not recover as quickly as
expected. Only $161 million, $17 million less than projected four years ago, is projected for
this year. Additionally, connection fees, which are forecasted to be $13.5 million this year were
projected to be more than $19 million for 2015. If revenues this fiscal year 2014/15 included
the additional $22 million more annually than the system is currently generating, then the
proposed rate increases would not be requested at this time.



Table | shows the Department’s adopted and actual budget expenditures each fiscal year as
compared to the Financial Plan projections. As can be seen the Department’s expenditures are
right in line with or lower than Financial Plan projections.

Table |. Department Adopted Budget and Actual Expenditures
as Compared to Annual Financial Plans (millions)

Fiscal | Adopted Actual The Financial Plan

Year | Budget |Expenditures 755087 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
2007/08 | $73.7 $785 |$728
2008/09 | $82.3 $73.2 $75.9 | $79.9
2009/10 | $79.4 $69.9 |$789|$834 5803
2010/11 | $723 $746 | $820|$865$829|5723
2011/12| $727 $732 | $849|$896|$853|$73.0]$730
2012/13 | $755 $736 |$884[$930|$882|$755|$750(%755
2013/14 | $79.4 $779 [$929($97.6 (%926 (%781 (5770|3802 3$782
2014/15 | $83.9 $825 | $982$1032 $80.7 | $780 | $81.8|$829 | $839
2015/16 | $84.7 $102.1 | $107.2 $834($790|$834|$862|$87.3
2016/17 $1054 | $110.7 $81.0|$851($89.7|$90.7
2017/18 $114.3 $86.8 | $93.3 | $94.4
2018/19 $ 98.1

* FY 2014/15 Period 8 Forecast
¥* FY 2015/16 Revised Requested Budget







3. FINANCIAL CHALLENGES

The Department has faced many financial challenges over the past decade such as declining
revenues, a slow growth rate, increases in annual debt service payments, and demand for
repair and replacement of existing infrastructure to maintain compliance and current service
levels. Careful and difficult decisions have been made by the Department in an effort to

limit expenditure growth, budget only for necessities, maintain the wastewater system within
industry recommended best practices, and fulfill budgeted performance commitments without
exceeding budget targets during these times.

3.1 Wastewater Flow Revenue Decline

Due to improved water-saving fixtures and technology, the successful adoption of water
conservation practices, and the sever economic downturn, water sales and water-related
revenues are falling on a local, regional, and national level. The economic impact of this decline in
wastewater flows to the Department has amounted to millions of dollars in decreased revenue in
recent years.

Monthly sewer user fees are based on a rate per unit of consumption and a fixed service charge.
The consumption portion of the bill makes up 69 percent of the total bill and the fixed service
charge accounts for 3| percent'. While fixed charges contribute to revenue stability because
they do not vary from month to month regardless of consumption, the larger portion of the bill
directly relates to consumption. When consumption drops, user fee revenue decreases as well.

Because there is not much irrigation during the winter, winter water usage is typically used as

a proxy for wastewater generation. The low winter quarter average is the basis for calculation
of customers’ year-round bill. Understanding this, many ratepayers will limit their winter water
consumption in an effort to realize those savings throughout the year. Over the past decade, the
monthly Residential User Class Average has reduced from || centum cubic feet (CCFs) to eight
CCFs or 5,984 gallons per month.

Table 2 below shows that the annual wastewater flows to the Department’s eight water
reclamation facilities have been decreasing an average two percent each year for a total decrease
of 13.5 percent since fiscal year 2006/07.This reduction in flow correlates to approximately a $16
million* decrease in fiscal year 2013/14 revenues alone and approximately $58 million total for
the past eight years.

Table 2. Wastewater Flow Decline

Total Wastewater Annual
Fiscal Year Flow Percentage

(millions of gallons) Change
2006/07 25,380
2007/08 24,836 -2.19%
2008/09 24315 -2.10%
2009/10 23,349 -3.98%
2010/11 22,867 -2.06%
2011712 22,701 -0.72%
2012/13 22,258 -1.95%
2013/14 21,961 -1.34%

Percent Change from 2007 to 2014 -13.5%

1 On the average monthly Residential bill of $40.81, $28.18 is volume (69%) and $12.63 is the service charge (31%).
2 (((25,380,000,000 - 21,961,000,000)/748)*$3.523)



Lastly, declining water usage has a negative impact on the wastewater infrastructure. Reduced
wastewater flow can impact infrastructure integrity. The liquid volume decrease makes it
more difficult to transport wastewater from the point of discharge to the treatment plant,
especially in some of the older and flatter areas within the system. This can lead to increased
concentrations of hydrogen sulfide gas which causes deterioration of the sewer pipes and
potential odors being emitted to the local area. In addition, low flow results in a higher
strength waste stream for the system to contend with. Fixed costs associated with the
operation of wastewater treatment systems are generally not impacted by fluctuations in
wastewater flows. Therefore, treatment costs are not lower because of lower flows, in fact,
higher strength waste streams are more expensive to address. The combined impact of these
operation issues leads to increased O&M costs.



3.2 Connection Fee Revenue Decline

The recession has negatively impacted growth & development in Pima County resulting in a
substantial decrease in connection fee revenue. Prior to the recession, development-related
connection fee revenue made up as much as 39 percent’ of the Department’s annual revenue.
Today, connection fees account for 6.5 percent* of the Department’s annual revenue. This
reduction in connection fee revenue results in a $31 million decrease in fiscal year 2013/14
revenues.

A change in the methodology for calculating connection fees was implemented in 2012 which also
impacted revenue. On May 15,2012, the Board of Supervisors adopted Ordinance No.2012-27,
which enacted a new method to calculate wastewater connection fees and established a new rate
structure for those fees. While the new rate structure provided a benefit to the development
community, connection fee revenues were reduced further. The average residential connection
fee dropped 36 percent, from $6,350 to the current fee of $4,066.

The combined impact of these two events is reflected in the drop from $42 million in fiscal year
2005/06 to $13 million projected this fiscal year for a total of approximately $29 million.

Table 3 outlines connection fee revenues since fiscal year 2005/06.

Table 3. Connection Fee Revenue Decline

Fiscal Year Con;:::::lne Fee Dol!ar Change frf)m Annual Percent
e Previous Year (millions) Change

2005/06 $42.22
2006/07 $30.76 ($11.46) -27.1
2007/08 $31.04 $.28 0.9
2008/09 $18.28 ($12.75) -41.1
2009/10 $17.70 ($.58) -3.2
2010/11 $19.62 $1.92 10.8
2011712 $16.51 ($3.12) -15.9
2012/13 $11.36 ($5.15) -31.2
2013/14 $11.40 $.039 0.4

LS s 1.6

201 P P $13.25 ($010) 0.

The economy in Pima County is experiencing a gradual recovery from the recession and
the principal factor impacting revenues from future connection fees will be the level of new
construction within Pima County.

3 FY 2006 $42,219,962 total connection fee revenue of $107,732,251 total revenue
4 FY 2014 $11,397,157 total connection fee revenue of $174,270,846 total revenue
¥ FY 2014/15 includes a $1.24 million revenue settlement with the Pascua Yaqui Tribe




3.3 Customer Growth is Flat

Table 4 below indicates the average number of customers per year since fiscal year 2006/07, as
well as the annual percentage change. As can be seen, customer growth is essentially flat. This
reflects the general economic condition of the region since the beginning of the recession in
2007. The recession has suppressed customer growth from a normal 1.5 — 1.7 percent increase
per year to an average of 0.6 or just above one-half of one percent.

Table 4. Average Number of Customers

. Average Number Annual
Fiscal Year Percent
of Customers

Change

2006/07 255,555

2007/08 260,007 1.7
2008/09 261,949 0.7
2009/10 263,596 0.6
2010/11 264,882 0.5
2011/12 265,051 0.1
2012/13 265,792 0.3
2013/14 267,921 0.8

Due to the decline in connection fee revenues as discussed in Section 3.2, the Department
has shifted to relying more heavily on user fees (92% in fiscal year 2013/14°) as opposed to
connection fees (7% in fiscal year 2013/14°) for a stable revenue stream.” Without additional
rate increases, user fee revenues are expected to remain relatively level for the foreseeable
future, with increases dependent upon future growth in the number of new users.

5 $159,779,708 user fee revenue out of $174,270,846 total revenue
6 $11,937157 connection fee revenue out of $174,270,846 total revenue
Fiscal year 2006/07 - user fees 61%, connection fees 27%




3.4 Increase in Debt Service

The Department’s cost structure is comprised of operating and maintenance (O&M), and
capital costs. The Department relies on debt to fund the Capital Improvement Program (CIP)
which addresses current and future wastewater system needs.

Debt service is the principal and interest payments that the Department makes to the

holders of the bonds, loans, or other forms of debt issued to fund the Department’s Capital
Improvement Program. Because the County has issued significant debt in recent years, primarily
to fund the Regional Optimization Master Plan and other capital projects of the sewer system,
debt service payments have steadily increased over the past five years.

The Department’s debt service obligation for fiscal year 2014/15 is $71.3 million, up from
$67.4 million last fiscal year. Even though the annual level of projects is declining, debt service
payments are expected to continue to increase to almost $88.5 million by fiscal year 2019/20
and remain near that level for three years, beginning to decrease rapidly after fiscal year
2022/23%.

Table 5 outlines the historic and projected annual debt service payments through fiscal year
2022/23.

Table 5. Debt Service Payments

Debt Service
Fiscal Year Payment Amount
(millions)
2008/09 $23.7
2009/10 $26.8
2010/11 $34.2
2011/12 $42.6
2012/13 $58.0
2013/14 $67.4
2014/15 $71.3
2015/16 $70.1
2016/17 $80.5
2017/18 $81.1
2018/19 $85.7
2019/20 $88.5
2020/21 $88.5
2021/22 $88.5
2022/23 $88.5

Sections 3.4.1 and 3.4.2 outline in detail the Department’s Capital Improvement Program and
the Regional Optimization Master Plan which are the two primary reasons for the increase in
debt service and the need to increase user fees.

8 2015 Financial Plan




3.4.1 Capital Improvement Program

Background

Prior to the Regional Optimization Master Plan (ROMP), the Department was not adequately
investing in its maintenance and upgrade of the system infrastructure. The years immediately
following the September 7,2002, Speedway interceptor collapse proved to be devastating to
the Department’s financial health.

Table 6 represents the economic impact the interceptor collapse had on the Department’s
finances.

Table 6. Speedway Interceptor Collapse Direct Repair Cost (millions)
North West Outfall Cured-in-place Pipe Rehabilitation| $14.02

Speedway Interceptor Collapse Intersection Repair $4.78

Southeast Houghton Area Recharge Project $3.00

Other Related Costs $3.20
Total| $25.00

Pima County was close to being required to operate under a federal or state consent order or
consent decree. Under either situation the County could have significantly lost control of the
operation and management of the Department infrastructure and would have been required to
unilaterally increase rates as needed to complete the maintenance and repair projects directed
by federal and state agencies. As can be seen by the following examples of other cities and
jurisdictions, costs and damages for such projects are significantly increased under consent
decree’:

» City of Kansas City, Missouri issued May 18,2010, for making extensive
improvements to its sewer system. Estimated cost of $2.5 billion over 25 years.

» Miami-Dade County, Florida issued June 6,2013, for the substantial repair of three
wastewater treatment plants and sewer system. Estimated cost of $1.6 billion.

» City of Columbia, South Carolina issued on September 10,2013, for improvements
to its sanitary sewer system. Estimated cost of $750 million.

» East Bay Municipal Utility District issued July 28,2014, for the repair and upgrade
sewer system infrastructure to eliminate discharges of raw and partially-treated
sewage into the San Francisco Bay and other east bay water bodies. Capital
investment is approximately $1.5 billion in addition to $1.5 million in civil penalties
for past discharges to the San Francisco Bay.

» City of Fort Smith, Arkansas issued January 4,2015, for upgrades to its sewer
collection and treatment system to reduce discharges of raw sewage and other
pollutants into local waterways. Capital investment is estimated at $255 million.

It was not until ROMP, with the new infusion of monies through the rate increases approved by
the Board of Supervisors that the repairs and system upgrade costs were sufficiently funded.

http://cfpub.epa.gov/. Retrieved March 31, 2015




The Arizona Department of Environmental Quality and the U.S. Environmental Protection
Agency saw that the Department and Pima County were on the path to recovery without
a consent order or consent decree. The regulatory agency instead issued effluent quality
requirements and compliance schedules.

Today’s Capital Improvement Program

The Department has developed a comprehensive Capital Improvement Program to address
wastewater system needs. Excluding $115.7 million to build or upgrade four subregional
facilities, the Department has spent an average of $22.7 million per year over the course of 17
years on non-ROMP capital projects.

Table 7 outlines CIP expenditures since fiscal year 1997/98 totaling $1.062 billion.

Table 7. Capital Improvement Program Spending Trend (millions)

Fiscal Year ROMP Total Non-ROMP Total Total
1997/98 $ 00 $ 6.8 $ 6.8
1998/99 $ 00 $ 14.5 $ 14.5
1999/00 $ 00 $ 260 $ 260
2000/01 $ 00 $ 397 $ 397
2001/02 $ 00 $ 374 $ 374
2002/03 $ 00 $ 623 $ 623
2003/04 $ 00 $ 287 $ 287
2004/05 $ 00 $ 6.3 $ 6.3
2005/06 $ 00 $ 16.3 $ 16.3
2006/07 $ 00 $ 478 $ 478
2007/08 $ 22 $ 643 $ 665
2008/09 $ 23.1 $ 438 $ 665
2009/10 $ 437 $ 16.4 $ 601
2010/11 $ 1025 $ 15.3 $ 1178
2011/12 $ 1940 $ 14.3 $ 2083
2012/13 $ 1495 $ 255 $ 1750
2013/14 $ 453 $ 364 $ 8l6

Total $ 560.3 $ 501.8 $ 1,062.0




Table 8 shows the increase of the Department’s total asset value, which has increased over 75

percent since ROMP.!?

Table 8.Total Asset Value Trend

Fiscal Year

Net Value (millions)

2007/08 $ 706.62
2008/09 $ 765.64
2009/10 $ 801.95
2010/11 $ 899.15
2011712 $ 1,086.68
2012/13 $ 1,203.98
2013/14 $ 1,247.32

Table 9 outlines various details of the Capital Improvement Program by Supervisorial District.

Table 9. Capital Improvement Program by Supervisorial District

District | | District 2 | District 3 | District 4 | District 5
Average Sewer Age (years) 30 44 34 28 48
Range of Sewer Ages 1942-2015 | 1900-2014 | 1916-2014 | 1923-2015 | 1908-2014
Total Manholes 21,935 10,804 10,256 18,653 1,464
Total Sewer Pipe (miles) 982 565 495 824 582
Five Year CIP (millions) $31.6 $ 48.6 $ 32.1 $21.7 $31.6
Five Year CIP (%) 20 30 20 13 |17

Project Priority

Continuous Improvement and Process Mapping are at the heart of the Department’s operational
approach in order to measure process effectiveness and efficiency. The Capital Improvement
Program is no exception.Attachment 2, Selection Criteria Used for Prioritizing PCRWRD Capital
Improvement Program Projects, is a Department document outlining the methodology for
prioritizing capital projects. Proposed projects’ main features are assessed against a set scoring
criterion and the results provide guidance for project priority and fiscal year placement.

The scoring criteria categories are:

v~ WS

Improvements which Enhance System Security;

10 Finance and Risk Management, Department Analysis Division, March 9, 2015

Regulatory or Contractually-Driven Improvements;

Improvements which Reduce Long Term Department Costs.

Improvements which Eliminate or Control Odors in the System;

Protection of Human Health, Safety, and Property Through System Rehabilitation
and Capital Investment;

Improvements which Accommodate Smart Growth and Economic Development;




Fiscal Year 2015/16 Requested Capital Improvement Program Budget

The Department is past the highest levels of construction activity for ROMP and will

have much lower capital needs in upcoming years. CIP expenditures are estimated to be
$227.2" million through the end of fiscal year 2018/19'. It is typical to find in the water
and wastewater sector that it requires between two to four percent of the total asset value
to sustain, replace, and rehabilitate existing infrastructure based on actual need through

the National Association of Sewer Service Companies Organization assessment'’. The
Department’s sustaining Capital Improvement Program for the next five years is requested at
a level of approximately 2.5 percent or $30 million per year based on an asset value of $1.2
billion.

The requested five-year CIP budget is included in Attachment 3, Draft Proposed FY 15/16 CIP
Budget.

Treatment

The requested five-year Treatment CIP budget through fiscal year 2018/19 is $32.8 million:
$11.5 million funds final ROMP projects and approximately $4.3 million is identified annually to
sustain current treatment systems. Notable projects include:

» The Green Valley Water Reclamation Facility (WRF) Development Plan is a $3.8
million project to relocate an existing Lift Station out of the Santa Cruz River
flood plain. The scope also includes the conveyance and metering of effluent for
recharge in the existing basins and will also add additional effluent recharge basin
capacity to allow for future effluent recharge capacity for the County.

» As a settlement of claims arising from the Speedway interceptor collapse, the
Southeast Houghton Area Recharge Project is an agreement between Pima
County and the City of Tucson to mutually build a reclaimed water storage facility
to benefit both entities. Each party will expend an estimated $3 million.

The following Department projects had drastic reductions or were no longer needed due to
cost saving measures:

» Original design plans for the Corona de Tucson Water Reclamation Facility
UV Disinfection and Filtration Project stipulated filtration and UV disinfection
at a capital cost of $4 million. The associated O&M cost would have required
increased energy to power the UV lamps and pumps for backwashing the filters.
Instead, the Department has reevaluated this design and opted to move forward
with a precast chlorine contact chamber for disinfection at a capital cost of $1
million. This is a $3 million capital savings that will also reduce operating costs.

» The biological membranes at the Randolph Park WRF reached the end of their
useful life in 2014 and replacement would require a significant capital investment.
After careful evaluation, the Department determined that, given current treatment
demands and the availability of high-quality treatment capacity at the new
Agua Nueva WREF, treatment operations at this facility were not financially or
operationally prudent. On December 30, 2014, the Department closed the WRF
saving approximately $5 million in capital costs and over $| million annually in
O&M costs.

11 RWRD Draft Proposed FY 15/16 CIP Budget, March 31,2015
12 The Financial Plan projected capital projects at $245.4 million based on the Department’s December 2014 estimates.
13 www.nassco.com



Cost Cutting Strategy

hroughout the design and construction of the Tres Rios WRF there were
concerns that the disinfection byproduct trihalomethane (THM) could pose
a compliance issue for the Department. Original considerations contemplated
filtration and UV disinfection but the cost for implementation of this disinfection
strategy for both the Tres Rios and Agua Nueva WRFs was over $70 million. Instead,
the Department opted to utilize enhanced chlorination as the preferred method
of disinfection at both facilities. The designs incorporated a chloramination step
feed to prevent THM formation. This strategy is currently in effect at the Agua
Nueva WREF but the spatial separation of the different chlorine contact basins
at the Tres Rios WRF would have required significant infrastructure additions at
a cost of approximately $5 million. The Department chose a different option
and began evaluating alternative methods for THM abatement. Using in-house
staff resources and a novel use of a process byproduct, the Department has
successfully reduced THM levels to acceptable compliance levels at the Tres Rios
WREF with a full scale pilot demonstration. Full scale implementation is expected
to be accomplished this year at a cost of less than $0.5 million. This is a $4.5
million cost savings that will also reduce operating costs by negating the need
to procure and store liquid ammonia on site. There is also a safety aspect that
was taken into consideration to minimize staff exposure to ammonia inhalation.

Conveyance Rehabilitation

The requested five-year Conveyance Rehabilitation CIP budget through fiscal year 2018/19 is
$105 million: $33 million funds two major projects and $72 million funds Job Order Contracts
greater than $100,000 to rehabilitate conveyance infrastructure.

The North Rillito Interceptor Rehabilitation (NRI) ($19 million) and South Rillito Interceptor
(SRI) Rehabilitation ($14 million) are the first major conveyance rehabilitation projects after
the ROMP Program completion. The NRI project will rehabilitate 10 miles of sewer pipe and
evaluate approximately 60 manholes. The recently completed SRI rehabilitated approximately
three miles of sewer pipe and 45 manholes.

Over the past several years, the Department has identified defects and obstructions in the
conveyance infrastructure through the closed circuit television (CCTV) program. The severity
and extent of those findings often result in several hundred feet of repairs. The current funding
level for rehabilitation to the conveyance system is approximately $14 million per year;a level
the Department believes is a balance between the number of defects found in the system

and the rate at which they are repaired to avoid impacting the community with unforeseen
emergencies and resulting costs.




Conveyance Augmentation

The requested five-year Conveyance Augmentation CIP budget through fiscal year 2018/19 is
$63.9 million. Twenty million begins funding the Aerospace Corridor augmentation. Outside of
the Aerospace Corridor project, $44 million remains to augment other areas of the conveyance
system for future growth.

The Aerospace Corridor augmentation is a $45 million project that will provide additional
conveyance capacity for the anticipated future development in the Aerospace Corridor and
development east of South Nogales Highway at East Hughes Access Road. This project will
consist of the design and construction of an augmentation of the Old Nogales Highway
Interceptor from Interstate 10 south to the intersection of South Nogales Highway and East
Hughes Access Road. This project also consists of the design and construction of a new public
sewer in conjunction with the Aerospace Corridor which may ultimately reach as far east as
the area of Old Vail Connection Road and South Wilmot Road.

Utility Relocations

The Capital Improvement Program also funds approximately $2.5 million per year in utility
relocations in support of Department of Transportation projects for various jurisdictions.
These utility projects are managed by the city, county, or state Department of Transportation
with funding for the utility relocation provided by the Department.

Capital Improvement Program Conclusion

The Department has added capacity to the treatment system through the ROMP Program and
it is appropriate now to continue to invest in its rehabilitation program. A strong rehabilitation
program reflects on the County’s commitment to manage its assets in an efficient manner and
this commitment has been shown to result in significant future savings. These savings can be
measured in the form of one of the lowest Sanitary Sewer Overflow numbers in the nation.

In order to continue to enjoy the current level of efficiency and service, Pima County needs

to commit to invest the appropriate amount in the rehabilitation and augmentation of its
wastewater infrastructure.



3.4.2 Regulatory-Driven Regional Optimization Master Plan

Background

The Department has completed all the mandated projects in the regulatory-driven Regional
Optimization Master Plan (ROMP). This aggressive plan was the largest program ever delivered
by Pima County to expand infrastructure to meet regulatory mandates.

Beginning in 2004, Arizona Department of Environmental Quality (ADEQ) assumed primacy
of the National Pollutant Discharge Elimination System permits (NPDES) from the United
States Environmental Protection Agency (EPA).The NPDES program became known as the
Arizona Pollutant Discharge Elimination System (AZPDES) and dictates the quality of effluent
discharged to the Santa Cruz River. These permits are based on standards established in the
Clean Water Act and serve as the basis for wastewater treatment operating permits. While
the Department had successfully postponed regulatory permit changes and other associated
large capital costs at both the Ina Road and Roger Road WRFs, ADEQ refused to renew the
permits unless the Department agreed to make essential process upgrades and improvements
necessary for meeting ammonia removal. Pima County became the last utility in the state of
Arizona to comply with this effluent quality improvement upgrade requirement. Postponement
of these upgrades resulted in Pima County user fee rates that were substantially lower than the
national average.

Thus, ROMP was developed after many years of negotiations with ADEQ. Had the Department
refused to enter into amicable permit negotiations, EPA and ADEQ were ready to issue the
Department a consent order or seek a court-enforced consent decree mandating these
upgrades. Non-compliance could have resulted in penalties levied against Pima County of more
than $75,000/day.

The success of ROMP is directly related to the substantial efforts of many dedicated staff,
elected officials, stakeholders, consultants, and contractors. The completed ROMP projects
met original scope, goals and objectives, and were all completed ahead of schedule and within
or below established budgets. With current projections, the Program is expected to expend
$573 million and has moved $20-30 million into the general Capital Improvement Program
for completion within the next few years. Table 10 details ROMP spending through Program
completion.

Table 10. ROMP Spending (millions)

Fiscal Year ROMP CIP Total
2007/08 $ 221
2008/09 $ 23.11
2009/10 $ 43.66
2010/11 $ 102.48
2011712 $ 193.98
2012/13 $ 149.47
2013/14 $ 4527

through ngglrjn/'llcfmpletion $ 13.00
L $ 573.00




With the entire regulatory-required infrastructure in operation, the ROMP projects and

other recent expansions have positioned Pima County well for the future by ensuring the
Department’s effluent meets stringent state and federal requirements. In addition, it also
provides for the wastewater capacity needs of the community for the next several decades.
Had Pima County not acted to meet these standards, the Department could have faced steep
fines, mandatory rates, additional oversight costs and mandates by regulatory agencies, and
potentially triggering a growth moratorium for non-compliance. Instead, the capacity is now
available to meet the community’s needs through the year 2030 and likely beyond. With the
current available capacity is able to accept approximately 160,000 new residential homes which
equates to over $650 million of connection fee revenue based on today’s residential connection
fee of $4,066.

SCADA

A key element of the ROMP Program is the use of Supervisory Control and Data Acquisition
(SCADA) systems. SCADA is a computerized system that provides automation at the water
reclamation facilities, pump stations, and flow meters within the system. Upgrades at the

Tres Rios WREF included significant improvements to the existing SCADA system, and new
construction at Agua Nueva WRF included SCADA technology. A robust SCADA system
permits efficient operations, automation, and process control to enhance management and
day-to-day maintenance routines for improved equipment and system life-cycle performance.
The new Operations Control Center (OCC) at the Tres Rios WRF contains SCADA system
control hardware and software algorithms for plant automation as well as report generation
and long-term data archiving. The SCADA system replaces manual collection of data and log
books with electronic records. The new SCADA system allows the plants to be operated and
maintained efficiently and effectively. It also provides monitoring of security conditions system
wide as required by Homeland Security. The OCC SCADA system provides 24/7 centralized
monitoring and control of the entire wastewater system, including treatment plants and pump
stations.

Odor Control

In 2007, the Department completed the system-wide odor control master plan. The plan was
developed to address system-wide prevailing odor issues in particularly at the then Roger Road
WTF. The resulting odor control master plan installed state-of-the-art odor control systems

at the Tres Rios and Agua Nueva WRFs and conveyance system. The odor control master plan
also addressed odor control systems at all sub-regional treatment facilities and throughout the
wastewater conveyance system. Today, the Department has a dedicated full-time odor control
team, a 24/7 odor complaint line, an online complaint form, and continuous odor monitoring
systems at the Tres Rios and Agua Nueva VWRFs.

Department Laboratories
Regulatory compliance requirements have increased significantly over the years and new
treatment processes have further increased laboratory demands. The Department’s previous
laboratory was located in several locations at the Ina Road WRF and was no longer sufficient
for meeting current demands or future needs. Laboratory functions were scattered over
multiple areas including temporary trailers and retrofitted buildings that were inadequate

for the tasks. As a result, the Department often utilized private contract laboratory services
for supplementing analyses. This unfortunate circumstance compounded the ability to meet
regulatory obligations as samples often required overnight shipment to California, Florida,
rado, and Texas for analysis. Two previous bond authorizations were




design and construction for an integrated laboratory facility; however, in both instances the
funds were reallocated elsewhere to address the demands for increased treatment capacity to
meet the greater needs of the community.

The ROMP Program addressed these inadequacies and sought to centralize all laboratory
functions within one structure for more efficient operations and communications. The central
laboratory complex also serves as the center for the Industrial Waste Control (IWC) program
and a multi-purpose training center. The training center provides mandatory safety instruction
and continuous wastewater technology training for new and existing staff. The central
laboratory is located in the Water and Energy Sustainability Center (WESC) and provides
regulatory testing, monitoring, reporting, and archiving of all discharge monitoring reports for
Pima County’s eight water reclamation facilities.

Increased Efficiency

The laboratory performs approximately 55,000 analyses each year and a 2010 cost of analysis
audit evaluated contract laboratory pricing versus the cost of the Department performing
the same analyses in-house. The conclusion of that audit determined an annual savings of well
over $1,000,000 annually would be realized by the Department self-performing analyses and
reducing dependence on contract laboratory services. There are also many tangible benefits
for self-performing analyses in house which include rapid turnaround which is critical for
making process control changes in a timely manner. Many of the analyses performed have a
one day turnaround for results whereas a contract lab typically charges a 300 percent premium
for one day turnaround service. The Department’s laboratory performs over 8,000 of these
critical, time sensitive analyses annually. In addition, the centralized laboratory and IWC have
realized staffing reductions as a result of the consolidation of services and improved analytical
capabilities.

The Department’s laboratory performs over |50 different analyses types and is licensed by
the Arizona Department of Health Services for the |17 methods stipulated in its regulatory
permits. The extensive capabilities of the laboratory section make it possible for the
Department to perform multiple special studies in coordination with wastewater treatment
staff thus reducing its dependence on both paid consultants and contract laboratories.
Approximately 1,200 analyses were performed in 2014 for studies of THM abatement,
struvite abatement, phosphorus recovery and for the Santa Cruz Living River assessment. In
addition, the Department’s laboratory serves a regional asset for southern Arizona as being
the only laboratory certified for performing ambient air analyses for heavy metals. Current
clients include Arizona Department of Environmental Quality, Pima County Department of
Environmental Quality, and Maricopa County.

Partnerships

In 201 I, the Department’s laboratory was requested to join EPA’s Emergency Laboratory
Response Network (ERLN) which is designed for response to regional disasters such as
hurricane Katrina. Given Pima County’s proximity to earthquake prone California, the Palo
Verde nuclear generating station in Phoenix, and to the border with Mexico, EPA sought out
the Department’s partnership in this program to serve as a regional service provider. Current
membership associations include:

» Arizona Environmental Advisory Council

» Arizona Multi-Agency Advisory Laboratory Association




» EPA Water Lab Alliance

» EPA Emergency Response Laboratory Network

» National Laboratory Advisory Conference Institute
|. Laboratory Accreditation Standard Committee
2.Assessment Forum Committee

» Environmental Laboratory Advisory Board

Water and Energy Sustainable Technology Center

Market conditions at the time of the construction of the central laboratory were well below
original budget amounts. The need for additional laboratory space already existed for a
Whole Effluent Toxicity Testing lab, therefore plans for a laboratory expansion were developed
with anticipation for increases in regulatory testing and complex future analyses. Savings
realized through beneficial market conditions more than cover the costs associated with the
construction of the laboratory expansion.

To take full benefit of economies of scale and current market conditions, the choice was

made to construct the full expansion build-out at this time even though the Department only
requires a portion of the overall space.To offset costs, the County has developed a tenant
lease agreement with the University of Arizona Colleges of Engineering, and Agriculture and
Life Sciences. This lease agreement has been negotiated and agreed to by the Arizona Board of
Regents and the Pima County Board of Supervisors. The use of the expanded water resource
laboratory by the University of Arizona is for a period not to exceed |0 years, at which time it
is anticipated the Department will expand into the facility. The current expansion is known as
the Water and Energy Sustainable Technology (WEST) Center and tenant improvement costs
and operating expenses will be paid by the University of Arizona.

The purpose of co-locating the University of Arizona at this facility represents a vision for
creating a technology cluster for developing and validating innovative technologies to solve
environmental challenges and spur sustainable economic development and job creation through
commercialization, by:

» Attracting the best and brightest scientists and entrepreneurs to Pima County;
» Becoming a world leader in research and production of high quality water;
» Development of practical and affordable application of new technologies;

» Promoting economic development through the creation and attraction of jobs and
investment opportunities; and

» Accelerate commercialization, product, and business launch.

Water and its reuse will be one of the more important research activities for Pima County’s
future in the arid Southwest. The WEST Center will be the epicenter for research, education,
outreach, and industrial partnerships in North America. The WEST Center is a unique
public-private partnership that aims to establish the region as a global leader in sustainable,
environmental technology, and research innovation, with a constant emphasis on water quality.



This public-private partnership serves to build and maintain a vibrant, technology-driven
economy that influences positive change in the protection of human health and the
environment. The WEST Center will provide a geographic concentration of interconnected
firms, suppliers, and supporting institutions organized to promote economic growth and
technological innovation. Research will focus on contaminants of emerging concern such as
pharmaceuticals and disinfection byproducts and will provide opportunities to determine how
the Department might adjust its treatment processes to remove these likely future, regulated
contaminants.



4. OPERATION & MAINTENANCE EXPENDITURES

Introduction

Operation and Maintenance (O&M) expenditures include the cost of operating and maintaining
wastewater collection, treatment, and disposal facilities as well as the costs of providing
technical services such as laboratory services and other administrative costs of the wastewater
system including customer service and billing. These costs are a normal obligation of the
system, and are met from operating revenues as they are incurred.

In 2 memorandum dated March 16,2015, Budget Control Measures for the Remainder of Fiscal
Year 2014/15, C.H. Huckelberry, County Administrator, directed fiscal year 2015/16 budgets
for all County Departments and agencies be reduced by two percent. Those reduced budget
numbers are used when referencing the fiscal year 2015/16 in this report.

Background

The Department’s O&M actual expenditures have ranged from a high of $78.5 million in
fiscal year 2007/08 to a low of $69.9 million in fiscal year 2009/10 and are expected to be
approximately $82 million at the end of the current fiscal year.

In fiscal year 2007/08, the Department had some unplanned sewer infrastrucuture relocations
related to City of Tucson activities. There was also a concerted CCTV effort targeted at ensuring
all major interceptors were inspected so that any highly suspect or imminent failure of our
system could be identified and repaired before a failure occured. These activities increased our
costs during this time frame. Our CCTV effort is now balanced over a ten year repeating cycle
therefore costs for this program are more consistent.

In fiscal year 2009/10, in the midst of the economic downturn, the County Administrator issued
budget control measures for the remainder of the fiscal year. The directive was taken very
seriously and the Department ended fiscal year 2009/10 at $69.9 million or almost $10 million
less than the approved budget. This was a challenging endeavor which forced the Department to
forgo a fair amount of standard maintenance and scheduled rehabilitation projects. The belief was
this setback would be brief and the Department would return to acceptable and prudent budget
levels in order to maintain the utility in good order.

Today’s O&M spending is more stable and controlled than in past years due to the SCADA
system and the related preventative maintenance work order program that have recently been
implemented.

Fiscal Year 2015/16 O&M Budget Request

The fiscal year 2015/16 Department O&M budget request is $84,661,178'“. This is $2,592,243
less than the O&M budget of $87,253,421 identified in the 2015 Financial Plan and a $768,822,
or 0.9 percent increase from fiscal year 2014/15 adopted budget. This budget request reflects
careful and difficult decisions in an effort to limit expenditure growth, budget only for necessities,
and fulfill budgeted performance commitments without exceeding budget targets.

Because of a concerted effort to cut costs and improve processes, the Department was able
to absorb much of the following policy changes totaling over $3.2 million and still put forth a
requested budget with less than a one percent increase from the fiscal year 2014/15 adopted
budget.

14 Revised FY 15/16 Requested as of March 25, 2015 @



» The net increase of Information Technology Department-related services of
$1,475,268 for hardware, software, and server space due to the change in policy
to lease hardware, upgrade software, and allocate ITD costs for providing servers
to the Department, formerly provided at no cost by ITD and funded with the
General Fund.

» A change in policy to no longer allow the budgeting of unfilled employee positions;
therefore, the Department was not able to budget a two percent vacancy savings,
or $645,000. The actual staff vacancy rate has been approximately five percent for
most of the current fiscal year, and is currently at eight percent.

Nine budget items represent 83 percent of the requested fiscal year 2015/16 budget and are
described in detail in Section 4.1 — Section 4.9.The remainder of the requested budget is
comprised of approximately 105 other budget items totaling $14.6 million.

The Department has adopted more efficient operational practices and has had many successes
in efficiencies and other cost cutting measures over the past several years. Use of continual
improvement approaches, asset management, and performance benchmarking are examples

of how the Department is optimizing management approaches to provide better information
for daily and long-term decision-making. Coupled with operational initiatives such as energy
efficiency, green power generation, reclaimed water reuse, and resource recovery, the
Department is well-placed to continue the role as environmental stewards, delivering high
levels of service, and ensuring efficiency in costs and operational sustainability.



4.1 Personnel Services

The most significant portion of O&M expenditures relates to personnel services', which at
$33,820,399 next fiscal year, represents 40 percent of total O&M expenditures, which is well
below the industry standard. By comparison, the National Association of Clean Water Agencies
recently reported that personnel costs for a comparable utility represent approximately 47
percent of total O&M expenditures in 2013'¢, at which time the Department’s personnel costs
comprised 43 percent of total O&M expenditures'’. This is partially due to the transfer of 26
employees to ITD, Finance and HR in 2009, whose costs are now included in County overhead
and the closure of the Roger Road WRF and replacement with the Agua Nueva WRF which is
privately operated.

Because many personnel costs can be external and beyond the Department’s control, the
Department has taken proactive approaches such as continuous improvement efforts and
improved efficiencies in the utility to control personnel costs.

» The largest budget item in this category is Salaries and Wages. The requested
fiscal year 2015/16 budget for Salaries and Wages is $23,018,536'%. Since fiscal
year 2008/09, the Department’s adopted Salaries and Wages budget has dropped
12.6 percent”. Total full time equivalents have decreased from a high in 2009
of 599 to a requested total of 468 in fiscal year 2015/16.This is a drop in 131
positions despite the significant expansions and increased complexities in the
system’s treatment processes.

» With the average Department employee cost (total personnel services including
wages, benefits, etc.) for fiscal year 2015/16 at $72,266, the Department sees a
reduction in personnel services of approximately $1.| million for the |5 previous
Pima County employees now working at the Agua Nueva WRF.

» Salary increases have included:
o One percent effective July 3,201 |
o One percent effective June 30,2013
o Two percent effective December 29,2013

o $0.50 per hour increase effective September 7,2014

15 Personnel Services includes Salary and Wages, Overtime, On Call Pay, Shift Differential, Temporary Help, Holiday Worked, Special Assignment,
Vacancy Savings, FICA and Medicare, Unemployment, Health Insurance Premiums, Workers Compensation, Life Insurance, Employer Paid
Benefits and Subsidies, ASRS, Dental Insurance Premiums, and Budgeted Benefits.

16 Opportunities and Challenges in Clean Water Utility Financing and Management, Financial Survey Highlights, February 2015

17 $32,496,254 total personnel costs in a $75,481,088 Adopted Budget

18 Revised FY 15/16 Requested as of March 25, 2015

9 $26,338,974 fiscal year 2008/09 adopted budget for salaries and wages, $23,018,536 is the requested fiscal year 2015/16 salaries and wages bu




Table || below indicates the total personnel services costs per year since fiscal year 2007/08,
as well as the yearly percentage change.

Table | I. Personnel Services Costs

Benefits Total
. . Woages and Personnel | Annual Percentage
Fiscal Year FTEs (millions) Other Services Change
(millions) (millions)
2007/08 584 $ 23.85 $ 9.1l $ 32.96
2008/09 599 $ 25.04 $ 825 $ 33.29 1.0
2009/10 580 $ 23.75 $ 9.08 $32.83 -1.4
2010/11 520 $ 2292 $ 9.03 $31.95 2.7
2011/12 512 $ 2294 $ 9.39 $32.33 1.2
2012/13 506 $ 2235 $ 10.15 $ 32.50 0.5
2013/14 495 $ 22.40 $ 10.34 $ 32.74 0.7
2014/15
Period 7 Projected 475 $ 22.55 $ 10.37 $ 3292 0.5
2015/16
Requested 468 $ 23.02 $ 10.80 $ 33.82 2.7
Percent Change from 2008 to 2016 2.7

Overall, Department personnel costs have increased 2.7 percent in nine years®. This small
increase is evidence of the Department’s continued efforts to right-size the utility by looking
at alternative approaches, new ideas, Department needs, and allocating resources appropriately.
Because the Department has a strong strategic focus, hiring managers have a clear vision of
where the utility is headed and are able to make more effective hiring decisions now and in the

future.

20 FY 2007/08 $32.96. FY 2015/16 requested $33.82.
* The reduction of FTEs since FY 2007/08 have included the following reductions: Roger Road closure 30, multi-skill program 16, powerhouse
closure 11, Randolph closure 4, WESC layoff 3, FY 2009/10 consolidation 26, Department efficiencies and vacancies unfunded 41.




4.2 Non-Medical Professional Services

The second largest budget item for O&M expenditures is Non-Medical Professional Services at
$11,048,408! in the fiscal year 2015/16 requested budget. This is approximately $1 million less
than the $12.1 million identified in the 2015 Financial Plan.

Non-Medical Professional Services funds professional and technical services needed for the
operation of the utility, for which the Department lacks the necessary expertise, and can
demonstrate an economic benefit of contracting out rather than direct employment.

» The largest line item in Non-Medical Professional Services is the CH2M Hill
contract to operate the Agua Nueva WRF at $4.5 million. This contract covers
many O&M expenses previously incurred at the now closed Roger Road VWRF
which had an O&M budget of $4.5 - $6.5 million annually.

» The Department continues to contract out sewer billing services at approximately
$4 million each year. In the early part of fiscal year 2014/15, the Department’s billing
contracts’ costs increased an average of over 40 percent? after having remained
unchanged for eight years. In the Fall of 2014, the Department expressed interest in
exploring the option of providing internal monthly customer sewer billing services.
An assessment was done by the Finance and Risk Management Department and it
was determined providing billing services in-house would not be cost effective for
the County and the idea was not explored further.

» The final large component of Non-Medical Professional Services is the $2 million
annual contract with Hoffman Southwest Corporation (ProPipe) for CCTV services.
CCTYV inspection delivers high resolution video used in the assessment of structural,
operational, exfiltration, and flow capacity issues within sanitary sewer pipelines
and other infrastructure. Based on those assessments, supplemental maintenance,
rehabilitation, or system augmentation activities are then programmed to address
specific issues.

Cost Cutting Strategy

he Department has a regulatory deadline of December 2016 to conduct CCTV
pipeline inspections of the entire system as dictated in the Capacity, Management,
Operations, and Maintenance (CMOM) plan and as governed in Arizona Administrative
Code (AAC) R 18-9-C305. In order to accomplish this goal, the Department chose
to contract with Hoffman Southwest Corporation on an as-needed, funding-available
basis rather than to saddle the O&M budget with in-house equipment, labor, and
material commitments. Had the Department opted to grow its in-house capacity
to a level capable of performing the volume of inspection necessary to meet the
December 2016 deadline, program funding would substantially increase and lock
the Department into costly equipment upgrades and staffing constraints. With
the use of contracted inspection services, the Department is able to benefit from
industry efficiencies, technological improvements, and market driven competition.

21 Revised FY 15/16 Requested as of March 25, 2015
22 Tucson Water $0.84 increased to $1.14 per account.



4.3 County Administrative Overhead

The third largest, single budget item is County Administrative Overhead at $6,917,264 in

the fiscal year 2015/16 requested budget, a decrease of $377,397 from fiscal year 2014/15.
Finance and Risk Management has prepared a separate analysis of County overhead. Most of
the increase from prior years is the result of a change in the accounting method of reporting
personnel costs of Finance, HR and ITD staff who provide services to the Regional Wastewater
Reclamation Department. This accounting change shifted the cost previously reported as part
of Personnel Services into County Overhead, having no impact to the total department budget.

By comparison, the fiscal year 2015/16 Tucson Water Administrative Overhead budget is $7.4
million in addition to a $1.6 million Payment In-Lieu of Tax.



4.4 Energy Consumption

Energy is required for all stages in the wastewater conveyance and treatment processes to
operate pump stations, in-plant pumps, aeration, solids handling equipment, odor control, and
other devices 24 hours a day, seven days a week. Because the Department uses various forms
of energy (commercial electricity, solar electricity,and commercial natural gas), it is important
to look at the entire energy portfolio of costs when making evaluations of changes over time.
Energy consumption is the fourth largest budget item in the fiscal year 2015/16 requested
budget at $5,790,826, which is a 24 percent reduction from 2007/08 actual expenditures.

A concerted effort and campaign for energy efficiency and energy management has offset the
increased utility rates experienced throughout Pima County. The Department has further
reduced energy costs through the use of more efficient and modern equipment as well as a
SCADA control system with which to make real time energy use decisions.This has not come
without a careful evaluation of the Department’s energy portfolio to continue to improve
energy efficiency and optimize energy costs.

The Department has been able to reduce energy costs over the past nine years even though
commercial electric rates have increased considerably in recent years:

» Fourteen percent effective July 2013

» Four percent effective May 2014

Table 12 below indicates below the total energy costs per year since fiscal year 2007/08, as well
as the annual percentage change.

Table 12. Energy Costs

Total Energy Annual
Fiscal Year (millions) Percentage
(Electricity + Natural Gas +
Power Generating Facility) Change
2007/08 $ 7.63
2008/09 $ 6.20° -18.7
2009/10 $ 6.42 35
2010/11 $ 6.12 -4.7
201 1/12 $ 6.14 -1.0
2012/13 $ 6.86" 1.7
2013/14 $ 6.71 -2.2
Perzagl:"t{olie;scted $ 6.56 -22
2015716 $ 5.79 118
Percent Change from 2008 to 2016 -24

* The Department wheeled natural gas and negotiated a standby discount with Tucson Electric Power at the Roger Road WRF which provided a
reduction in energy use.
¥* The WESC building opened and there were inefficiencies in its construction which increased energy use.




Cost Saving Measures

Prior to fiscal year 2014/15, the Department generated its own electricity at

the Roger Road and Ina Road WREFs so the energy portfolio also included the
Department’s O&M costs associated with operating the power-generating facility
at Ina Road WRF. The elimination of the O&M costs for the Power Plant saved
the Department approximately $1.2 million and the elimination of the cost for
natural gas saved the Department approximately $1.5 - $3.0 million required by
the Power Plant.

In July 2014, the Department participated in Tucson Electric Power’s Commercial
Energy Solutions program. The Department successfully received a $352,000
rebate check due to energy efficiency and conservation efforts undertaken as
part of the ROMP Program. The ROMP Program resulted in increased capacity
and reduced energy while improving treatment quality of wastewater to exceed
currently mandated guidelines. The Tres Rios & Aqua Nueva WRFs save 3,519,970
kWh per year over a standard benchmark facility of similar size and function.

In February 2013, the Department entered into an agreement with Tucson
Electric Power to be charged for electricity services at the Tres Rios WRF at
the LLP-14 rate schedule. Internal analysis indicated that even further savings in
electricity costs could be realized under the LLP-90 rate schedule. On August 5,
2014, the Department presented this contract to the Board of Supervisors for
approval with an estimated annual savings of $168,000. This item was approved
and the Tres Rios WRF has saved over $200,000 in the first eight months at the
new LLP-90 rate schedule.

Thermal energy demands at the Tres Rios WRF are met by beneficially utilizing
digester gas as fuel rather than purchasing fuel. Using this renewable fuel source
saves the Department and ratepayers approximately $180,000 per year. In
addition, since the Department requires less than |5 percent of the biogas
produced from the digesters, the remaining gas can be sold to produce an
additional revenue stream which will further offset the overall energy costs at the
Tres Rios WRFE.

Two of the major sustainability goals set forth in Pima County’s 2014 Sustainability
Action Plan for County Operations are:

a. Increase the portion of renewable energy consumed by County
operation; and

b. Join communities throughout the world in confronting global climate
change by identifying and implementing programs that will reduce the
County’s carbon footprint.

In fiscal year 2010/1 I, two, one-megawatt solar power facilities were installed
near the Tres Rios and Agua Nueva WRFs. The electricity generated at these two
solar facilities augments power used for the wastewater treatment processes. In
fiscal year 2013/14, these two solar facilities generated 4,034,785 kWh of energy,
enough to power approximately 400 homes. To date, the two Department solar
facilities together saved over $150,000 compared to commercial power. In
addition, they are contributing to environmental savings of air pollutants.




6. The Department recently worked with the Arizona Governor’s Office of Energy
Policy and joined Energy Star, which is a U.S. Environmental Protection Agency
voluntary program that helps businesses and individuals save money and protect
the climate through superior energy efficiency. The Department is currently
working to link monthly utility bills directly to Energy Star and expects initial
analysis in the next six months.

7. InJanuary 2015, the Department joined the U.S. Department of Energy’s, Better
Buildings, Better Plants Program. The Department’s commitment to reducing its
energy intensity by 25 percent over |0 years establishes the utility as a leader in
energy efficiency and helps advance the nation’s progress toward a sustainable,
clean-energy future. The U.S. Department of Energy was especially pleased with
the Department’s participation as one of the first Partners from the wastewater
treatment sector.

8. On October 16,2013, the Water Infrastructure Finance Authority of Arizona
awarded a Green Project grant of $35,000 to the Department to conduct facility
energy audits. This green project aligns itself well with the Department’s Strategic
Plan and Pima County sustainability goals to increase energy efficiency throughout
the organization.

Energy consumption continues to be a focal point for the Department. The decision to shut
down the Power Plant for a simpler and safer electrical distribution system as well as to
acquire less expensive energy has proven to be beneficial. Overall, energy costs have decreased
over the past several years in spite of significant commercial electric energy cost increases. The
Department is continuing to explore additional energy efficiencies by making process efficiency
improvements and conducting comprehensive energy audits.



4.5 Chemical Usage

Chemicals for wastewater treatment and odor control comprise a significant proportion of the
Department’s operating costs and is the fifth largest budget item. The requested amount for

fiscal year 2015/16 is $4,156,222%.

Wastewater Treatment

Struvite, chemically equivalent to magnesium ammonium phosphate hexahydrate, can create
problems in process pipes, pumps, and other equipment due to crystal formation on critical
surfaces. Control of struvite formation can be obtained by including ferric chloride during
anaerobic digestion which comprises approximately $500,000 of the Department’s chemicals
budget for wastewater treatment. Preventative steps have been taken by the Department
to minimize struvite formation including proper pump size and design, pipe diameter and
construction material, and pipe connection design.

Industry Comparison

In 2014, the Department’s chemicals budget for wastewater treatment processes
was $2,071,412. This translates to an average chemical cost of $110.74 per
million gallons treated, which, by comparison, is in line with the average chemical
cost of $110 per million gallons treated in the industry".

el

Odor Control

The fiscal year 2015/16 requested budget for Odor Control chemicals is $1,498,100%. In

the last several years, the Department’s System-Wide Odor Control initiative has been to
provide odor and corrosion control by adding chemical feed stations to the upper reaches of
the conveyance system. The motivation for this approach was dictated by the distribution of
odor complaints, severe interceptor corrosion, and the cumulative benefits of controlling the
aqueous chemistry from the originating sources.

Odor Control is being accomplished by raising the pH to ~ 8.3 by adding alkalinity with
magnesium hydroxide. This non-toxic compound is often sold as a mineral supplement or as
milk of magnesia for human consumption. This application of magnesium hydroxide, is several
times more cost effective than other odor control chemistries when considering the number
of miles and millions of gallons treated per dollar of chemical. In addition, there are collateral
benefits to the treatment process and effluent water quality.

23 Revised FY 15/16 Requested as of March 25, 2015
24 Revised FY 15/16 Requested as of March 25, 2015
¥ _WWww.nacwa.com




Table 13 below indicates the total chemical expenditures per year since fiscal year 2007/08 as
well as the annual percent change.

Table 13. Chemical Expenditures

Fiscal Year Chemica::nﬁi?::;nditures Annual Percentage Change
2007/08 $ 3.74
2008/09 $ 4.18 1.8
2009/10 $ 4.16 -0.5
2010/11 $ 4.25 2.2
2011712 $ 4.55 7.1
2012/13 $ 482 5.9
2013/14 $ 391 -18.9
2014/15 Period 7 Projected $ 392 0.3
2015/16 Requested $ 4.16 6.1
Percent Change from 2008 to 2016 11.2




4.6 Repair and Maintenance, Building Services

The Repair & Maintenance, Building Services budget item is the sixth largest budget item for the
Department and covers the required repairs and preventative maintenance for the Department’s
buildings and infrastructure, generally for projects under $100,000. The requested fiscal year

2015/16 budget is $3,365,160 which is an almost 150 percent increase from fiscal year 20007/08.

Since the Speedway interceptor collapse, the Department has made a concerted effort to invest
in the maintenance and rehabilitation of its aging infrastructure. As the conveyance system is
assessed and damaged or obstructed pipes are discovered, a Job Order Contract is utilized to
complete repairs and bring the infrastructure up to standards. The Department is renewing
and extending the useful life of its assets with each repair. Repairs range from $10,000 to
$100,000; however, the number of these small O&M repairs performed in a year is such that
the aggregated amount runs into the millions. With the exception of the financially stressed
years after the Speedway interceptor collapse, the Department’s investment in the maintenance
and rehabilitation of our infrastructure has steadily increased to reflect the condition of the
conveyance system, as can be seen in the approximately |50 percent increase from fiscal year
2007/08.

The Department believes the current level of investment in maintenance and rehabilitation is a
level that has struck a balance between the number of defects found in the system and the rate
at which they are repaired to avoid impacting the community with unforeseen emergencies and
resulting costs.

Table 14 below indicates the total Repair and Maintenance, Building Services expenditures per
year since fiscal year 2007/08 and the annual percent change.

Table 14. R&M Building Services

Fiscal Year R&M Builc.li.ng Services | Annual Percentage
(millions) Change

2007/08 $ 1.36
2008/09 $ 1.85 36.0
2009/10 $ 1.85 0.0
2010/11 $ 289 56.2
2011/12 $ 296 24
2012/13 $ 234 -20.9
2013/14 $ 291 -24.4
2014/15 period 7 Projected $ 3.43 17.9
2015/16 Requested $ 337 -1.7

Percent Change from 2008 to 2016 147.8




4.7 Motor Pool

The seventh largest budget item is Motor Pool which covers fuel, repairs, and preventative
maintenance for the Department’s fleet of approximately 330 cars, trucks, and heavy equipment
such as rodder trucks, combination trucks, vactor trucks, and other specialty vehicles.

As you can see from Table 15, this budget item has been variable over the years as gas prices
fluctuate, the method the County bills changes, and with the Department’s implementation of
more stringent vehicle usage policies. The requested fiscal year 2015/16 budget is $2,153,534.

Table 15. Motor Pool

Fiscal Year Motor Pool (millions) Annual Percentage
Change
2007/08 $ 1.8l
2008/09 $ 2.10 16.0
2009/10 $ 1.38 -34.3
2010/11 $ 111 -19.6
2011/12 $ 116 4.5
2012/13 $ 1.80 55.2
2013/14 $ 245 36.1
2014/15 Period 7 Projected $ 1.99 -18.8
2015/16 Requested $ 215 8.0
Percent Change from 2008 to 2016 18.9

4.8 Repair and Maintenance, Machinery and Equipment Services

The eighth largest budget item is for the repair and maintenance services for the Department’s
machinery and equipment, such as overhead cranes, gators, alley rodders, combination trucks,
and forklifts. An on-site Fleet Services technician is also funded in this budget line item due to
the Department’s vast fleet of specialty equipment. Most equipment and machinery are on a
regular schedule for preventative maintenance to ensure safety and a long life cycle.

As depicted in Table 16, this budget item has decreased from 2008 by 8.7 percent and has a
requested fiscal year 2015/16 budget of $1,781,295.

Table 16. R&M Machinery & Equipment Services

Fiscal Year Total (millions) Annual Percentage
Change
2007/08 $ 195
2008/09 $ 191 2.1
2009/10 $ 2.07 8.4
2010/11 $ 2.08 0.5
2011/12 $ 2.57 23.6
2012/13 $ 244 -5.1
2013/14 $ 2.14 -12.3
2014/15 Period 7 Projected $ 2.19 2.3
2015/16 Requested $ 1.78 -18.7
Percent Change from 2008 to 2016 -8.7




4.9 Repair and Maintenance, Supplies

The ninth largest budget item is Supplies for Repairs and Maintenance. This budget item funds
parts and supplies for preventative maintenance on equipment including electrical, plumbing,
instrumentation, and support systems for the utility. As the Department has completed major
facility upgrades and privatized the Agua Nueva WREF, there has been a steady decline in this
category by almost 50 percent since fiscal year 2007/08.

As depicted in Table |7, this budget item has been steadily decreasing from a high in fiscal year
2007/08 of $3,161,751 to a requested fiscal year 2015/16 budget of $1,645,336.

Table 17. R&M Supplies

Fiscal Year R&P:Imﬁ::gglies Annuaé :::;:ntage
2007/08 $ 3.16
2008/09 $ 280 -11.4
2009/10 $ 266 -5.0
2010/11 $ 2.58 -3.0
2011/12 $ 2.68 3.9
2012/13 $ 265 -1.1
2013/14 $ 1.52 -42.6
2014/15 Pperiod 7 Projected $ 1.92 26.3
2015/16 Requested $ 1.65 -14.1
Percent Change 2008 to 2016 -47.8

4.10 Spending Cuts

In a memorandum dated March 16,2015, Budget Control Measures for the Remainder of Fiscal Year
2014/15, C.H. Huckelberry, County Administrator, directed fiscal year 2015/16 budgets for all
County Departments and agencies be reduced by two percent. The Department has submitted
a decrement budget package with the required two percent reductions. The Table 18 below
illustrates additional non-mandated services (spending not required through regulation) that
will need to be considered for cuts or elimination if the rate increases are not approved.

Table 18. Potential Spending Cuts to O&M Budget (dollars)

Odor Chemicals $ 1,498,100
Department Lay Offs/Transfers $ 600,000
Vector Control Contract $ 307,300
Reclaimed Water Subsidies for NRPR, KERP, RFCD, and DOT $ 242,016
House Connection Sewer Program Repairs in the Public Right-of-Way $ 199,000
Unit 1234, Sewer Outreach Subsidy Program $ 104,656
Consulting services for completion of ROMP related projects and reports $ 29,700
Unit 1213, Kino Environmental Restoration Project Support $ 25974

TOTAL $3,006,746




4.11 Key Performance Indicators

The discussion on operations and maintenance expenses would be incomplete if the

Department’s Key Performance Indicators initiative was not included. Each month the
Department Director holds a business review meeting to evaluate the utility, align the
expectations of the team, understand trends, and agree on proposed actions.

Monthly Key Performance Indicator Review meetings center on six areas of strategic focus:

» The Employee Pillar sets the strategic direction for creating a positive work
environment where employees can thrive. Internal staff training, communications,
knowledge management, employee development, and teamwork are facets of the
Employee Pillar.

» The Compliance Pillar provides the strategic framework for achieving compliance
with a complex array of regulatory requirements. Permitting, lab testing and analyses,
and industrial wastewater control functions fall within the scope of this Pillar.

» The Safety Pillar establishes the Department-wide strategies, goals, and standards
for becoming a zero-accident safety culture. Safety functions are also conducted
within each Division of the Department in alignment with the Department-wide
strategic objectives and standards.

» The Customer Pillar seeks to advance customer satisfaction internally and
externally. Proactive public engagement, communications, and feedback are key
strategies of this Pillar.

» The Financial Pillar ensures fiscal responsibility to the public and rate payers. It
provides strategic guidance for budget planning and management.

» The Sustainability Pillar establishes Department-wide guidance for sustainability
procedures and employee training on green workplace practices. Additionally, it
provides strategic direction for major Department and County-wide programs,
such as Energy Management,Water Resources Management, and Resource
Recovery and Reuse.

Attachment 4 includes the March 24, 2015 Director’s KPl Review PowerPoint.
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5.SEWER USER FEES

Sewer User Fees, based on a rate per unit of consumption and a fixed service charge, are the
primary revenue source for the operation and maintenance of the utility. Unlike the early
days of the Clean Water Act when the Federal government made significant investments in
the nation’s water infrastructure, today’s repairs, legacy replacement needs, and upgrades are

almost entirely paid for by the Department’s ratepayers.

Most utilities adjust their rates annually or biennially to ensure operational costs are adequately
recovered. Increased costs of advanced treatment, reductions in water use, large legacy
replacement costs, and increasing external costs have continually pushed customer user fees

upwards.

5.1 Historical Sewer User Fee Increases

Sewer User Fees have increased 122% since July 2007. These increases were due to:

I. Pima County sewer rates were artificially low and could not maintain the needs of
an aging system;

2. Finance the regulatory mandates of the ROMP program;and

3. Maintain revenue levels due to financial challenges and declining revenue described
earlier in this report.

Table |19 outlines the rate increases and impacts to the average residential bill since July 2007.

Table 19. Historical Sewer User Fee Increases

. . Impact on
Volumetric Annual Service Annual Average Average
Fiscal Year Fee Percentage Fee Percentage Resi dengt'al Residential
(dollars) Change (dollars) Change Bi"l (dolla:s) Bill (dollars)
2007/08
July 2007 - December 2007 $ 141 $5.62 $ 1841
2007/08
January 2008 - June 2008 $1.53 9.0 $6.23 8.9 $1.59 $ 20.00
2008/09
July 2008 - March 2009 $ 1.68 9.5 $ 6.82 9.5 $1.94 $21.94
2008/09
April - June 2009 $1.89 12.7 $ 832 22.0 $3.39 $ 25.33
2009/10
July - December 2009 $2.13 12.7 $ 8.32 0.0 $216 $ 27.49
2009/10
January - June 2010 $ 241 12.7 $9.82 18.0 $4.02 $ 31.51
2010/11 $ 2.65 10.0 $ 10.46 6.5 $2.80 $ 34.31
2011/12° $291 10.0 $11.14 6.5 $0.11 $ 34.42
2012/13 $3.20 10.0 $11.86 6.5 $ 3.04 $ 37.46
2013/14 $ 3.52 10.0 $ 12,63 6.5 $3.33 $ 40.81
2014/15 $ 3.52 0.0 $ 12,63 0.0 $ 0.00 $ 40.81
Percent Change from 2008 to 2016 121.6

Even with the increases in sewer bills, Pima County’s wastewater rates are well within the mid-
range of the national average.

* Average volume now 8ccf as opposed to 9ccf in previous years.



Industry Comparison

Attachment 5 includes a 2013 Cost of Clean Water Index which shows the average
national average sewer charge as $435. By comparison, Pima County’s average

annual sewer charge was $449 in 2013. The study also indicates the average charge
will continue to outpace inflation and will exceed, on average, $51 | per year by 2016.
Should a four percent increase be implemented for fiscal year 2015/16, the average

Pima County bill would be $509 annually.

5.2 Impact Analysis of Proposed Sewer User Fee Increases

Water usage records analysis indicates that an average residential customer generates
approximately 5,984 gallons (8 CCFs) of wastewater per month. Using this average, Table 20
shows the impact of the proposed rate increases on the average residential bill.

Table 20. Proposed Sewer User Fee Increases

Impact on

. Annual Service Annual Average
Fiscal Year Volumetric Percentage Fee Percentage A\{erag(-a Residential
Fee (dollars) Residential .
Change (dollars) Change . Bill (dollars)
Bill (dollars)
2014/15 $ 3.52 0.0 $ 12.636 0.0 $ 0.00 $ 4081
2015/16 $ 3.66 4.0 $13.14 4.0 $ 1.6l $ 4242
2016/17 $ 381 4.0 $ 13.66 4.0 $1.72 $44.14
2017718 $ 3.96 4.0 $ 14.21 4.0 $1.75 $ 45.89

Industry Comparison

Tucson Water’s Citizens’ Water Advisory Committee is recommending five
automatic annual rate increases of 7.3 percent beginning July 6 of 2015,2016,
2017,2018,and 2019. The City of Tucson Mayor and Council is currently scheduled

to vote on the rate increase on May 19,2015.




Industry Comparison

In a March 9,2015, article in the Arizona Daily Star,“Sewer rate hikes up for vote,”
the average monthly bill for a residential customer in Phoenix of $20.17 was used
in comparison to Pima County’s rates. Care should be taken in drawing conclusions
from such a comparison as some factors including geographic location, demand, level of
treatment, level of grant funding, age of system, sources of water costs, and rate-setting
methodology can all impact the cost of providing services.
he City of Phoenix has many benefits that positively impact user rates when
compared to Pima County:
I. The City of Phoenix is one of five cities that renewed a 40 year, $|
billion agreement in April 2010 to sell most of their effluent to the Palo
Verde Nuclear Generating Station. This long term agreement generates
substantial revenue for the City of Phoenix which significantly subsidizes
the user rate. Most of Pima County effluent belongs to the City of
Tucson and is not available revenue source.

2. The City of Phoenix is a combined water and sewer utility providing
a substantial decrease in overhead expenses and billing costs due to
shared costs.

3. Due to the size of the City of Phoenix, the utility is able to reap cost
advantages of better electric rates and other purchased commodities.

4. The City of Phoenix only has two water reclamation facilities while Pima
County has eight. The smaller facilities do not yield good economies of
scale.

5. Because of its smaller geographic area and more dense population,
the City of Phoenix is able to have fewer miles of conveyance lines
per gallon treated, thus having lower costs for conveyance. The City
of Phoenix has 4,900 miles of conveyance infrastructure while Pima
County has 3,500 miles which is only 1.4 times Pima County’s for a
utility that treats three times the flow. Both the Clty of Phoenix and
Pima County have 28 pump stations.

6. The City of Phoenix has a greater growth rate than Pima County has
experienced.

7. Compared to the just completed infrastructure Pima County has, the
City of Phoenix made many of their capital investments quite some time
ago and will require replacement that will increase the cost to its rate
payers.



5.3 Community Outreach
The Department conducted an extensive outreach effort to engage ratepayers in a discussion

about the proposed rate increases and to give the public the opportunity to provide meaningful
input into the process. The goal was to ensure that ratepayers’ concerns and input were

considered in the development of the rates.

Over the course of six months, | | public meetings were held to provide the public with the

opportunity to review and provide comments on the draft 2015 Financial Plan. Presentations
and discussions on the 2015 Financial Plan as well as a Call to the Audience occurred at each of
the following public meetings.

Financial Sub Committee, Regional Wastewater Reclamation Advisory Committee,
[:30 p.m.

Regional Wastewater Reclamation Advisory Committee, 8:00 a.m.
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Regional Wastewater Reclamation Advisory Committee, 8:00 a.m.
(9:00 a.m. on February 19,2015)

Special Public Meeting, Regional Wastewater Reclamation Advisory Committee,
6:00 p.m. on January 29,2015%* and 8:00 a.m. on February 19,2015%*

Media Outreach

» Notice of January 29,2015 Special Public Meeting, Arizona Daily Star, January 18,
2015

» Press Release to local media, January 28,2015

» Notice of Proposed Rate Increase to Existing Sewer User Fees on www.pima.
gov and www.pima.gov/government/wastewaterreclamation, February 6,2015

» Notice of February 19,2015 Special Public Meeting, Daily Territorial,
February 6,2015

» Notice of February 19,2015 Special Public Meeting, Arizona Daily Star,
February 8,2015

» Press Release to local media, February 12,2015

» Pima County Facebook Page Announcement for February 19,2015 Special
Public Meeting, February 17,2015

» Notice of March 10,2015 Board of Supervisors Hearing, Daily Territorial,
February 18,2015

» KOLD News 13 at 12:00 p.m., February 19,2015

25 Special Public Meeting, Regional Wastewater Reclamation Advisory Committee Thursday, January 29, 2015, 6:00
p.m., Presentation, Discussion on the 2015 Financial Plan, and Call to the Audience
This special meeting was held in the north side of town at the Department’s Water, Energy, and Sustainability Center
which is easily accessibly off Interstate 10. It was held in the evening hours to accommodate those working during
the day. To further accommodate citizens, complimentary shuttle service was provided from downtown Tucson to the
meeting location.

26 Special Public Meeting, Regional Wastewater Reclamation Advisory Committee Thursday, February 19, 2015, 8:00
a.m., Call to the Audience and Committee Vote on the 2015 Financial Plan
This special public meeting was held in downtown Tucson at the County Administration Building. This building
is located on the Sun Link and Sun Tran routes. For those driving to the meeting, parking were covered by the
Department. This meeting was held in the morning hours to accommodate those who could not attend the previous

ecial meeting which was held in the evening hours.




The following public feedback was received (all forms of communication were advertised):
*  Emails -2
* Letters—-0
* Phone Calls - 0

* In-person review of draft Pima County Code at Public Works Building, 8th Floor
Front Desk — 0

Although few individual ratepayers participated in the lengthy process of determining the

rate recommendation, the members of the RWRAC who represent a broad base of the
community were actively engaged over a period of six months. The RWRAC has thirteen
members, with two members being appointed by each member of the Board of Supervisors,
and a representative from the Citizens’ Water Advisory Committee, the Pima Association of
Governments’ Environmental Planning Advisory Committee, and the Arizona Water Association.



5.4 Regional Wastewater Reclamation Advisory Committee Review

After thorough review and consideration of public input, the Finance Sub-Committee and
the full Regional VWastewater Reclamation Advisory Committee voted on the rate increases

outlined in the 2015 Financial Plan.

On December 10,2014, the Finance Sub-Committee voted 4-1 in favor in recommending to
the full committee the rate increases as outline in the 2015 Financial Plan.

On February 19,2015, the full committee voted 8-3 in favor of recommending to the Pima
County Board of Supervisors the approval of three automatic annual rate increases of 4.0
percent beginning July | of 2015,2016,and 2017. Included in the motion was a request that
the County consider broadening the eligibility requirements for low income users in order
to make that assistance available to more individuals. The letter of recommendation from the

Committee Chair is included in Attachment 6.
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5.5 Sewer Outreach Subsidy Program

Background

Recognizing that rising sewer user fees impact customers in different ways, the Department
was authorized by the Pima County Board of Supervisors in July 2007 to create the Sewer
Outreach Subsidy Program (Program) to provide assistance to those customers that have
difficulty in paying their bill. The Program is a tiered rate structure based on annual federal
poverty level guidelines. Depending on income and household size, ratepayers may qualify for a
75 percent, 50 percent, or 25 percent discount on their monthly bill.

Outreach

The Pima County Community Action Agency (PCCAA) administers the Program on behalf of
the Department and advertises the Program within a network of over 30 emergency services,
Community Service Block Grant agencies, and affiliated community based organizations. The
roster includes organizations such as:

* Arizona Housing & Prevention Services * Project PPEP

* Arivaca Coordinating Council * Salvation Army

* Chicanos Por La Causa * San Ignacio Yaqui Council
* Greater Littletown * St.Vincent de Paul

* Interfaith Community Services * Tucson Indian Center

* Picture Rocks Community Center * Tucson Urban League

¢ Primavera Foundation

PCCAA’s applicant assessment includes screening for inclusion in all eligible programs;
therefore, anyone in contact with PCCAA for assistance will automatically be considered
for the Sewer Outreach Subsidy Program. PCCAA also receives referrals from an extensive
network of community agencies and organizations that exist within the County, such as the
Pima Council on Aging.

Further outreach includes informational bill inserts with the customer’s monthly bill.
Attachment 7 includes the Sewer Outreach Subsidy Program bill inserts that have been mailed
since Program inception.

Program Participation
As of June 30,2014, Program participation has grown |66 percent since June 30, 2008. Table 21
outlines the number of Program participants each fiscal year since the inception of the Program

in 2007.

Table 21. Sewer Outreach Subsidy Program Participation
Fiscal Year Program Participants” Annual Percentage Change

2007/08 1,377
2008/09 1,830 329
2009/10 1,808 -1.2
2010/11 2,450 355
2011712 2,724 1.2
2012/13 3,220 18.2
2013/14 3,659 13.6
2014/15

* PCCAA



Financial Impacts
Department-funded operations and maintenance expenses for the Program are $104,656 for
fiscal year 2015/16. Table 22 outlines the fiscal year 2015/16 requested budget.

Table 22. Sewer Outreach Subsidy Program O&M Budget (dollars)

Item Total
Salaries $ 62,500
Benefits $ 32,500
Leases and Rental $ 5,400
Telephone and Internet $ 2,156

Electricity $ 900

Office Supplies $ 600
Machinery and Equipment Services $ 400
Postage and Freight $ 100
Printing and Microfilming $ 100
Total $ 104,656

Reduced revenue to the Department for subsidies provided by the Program in fiscal year
2015/16 is approximately $1.1 million. Table 23 outlines the subsidized costs for each Full
Poverty Level (FPL) tier since Program inception in 2007.

Table 23. Sewer Outreach Subsidy Program Discounts (dollars)

Fiscal Year Program Discounts”
75% at 100% FPL | 50% at 125% FPL | 25% at 150% FPL Totals

2007/08 $ 56,394 $ 10,167 $ 2,665 $ 69,226
2008/09 $ 170,465 $ 30914 $ 8856 $ 210,235
2009/10 $ 424,359 $ 68,231 $ 18,588 $511,178
2010/11 $ 667,147 $ 81,696 $ 16,640 $ 765,483
2011712 $ 991,829 $ 127,873 $ 30,117 $1,149,818
2012/13 $ 906,879 $ 146,241 $ 41,172 $1,094,292
2013/14 $ 913,395 $ 161,807 $ 49418 $1,124,619
2014/15™ $ 928,940 $ 163,516 $ 50,407 $1,142,864

If there is an increase in the number of applicants to the Program, additional staffing may be
required. Discussions will be ongoing between the Department and PCCAA as the Program
expands and will include Program modifications or recommendations based any resulting
constraints.

Program Expansion

The Program has expanded and improved since inception. Initially, the subsidy only applied to
the volumetric portion of the sewer user fees. On March 20,2010, the subsidy was expanded
to also cover the service fee portion of the bill.

The Department is recommending a programmatic change to require a triennial recertification
process for households on a fixed income, e.g., social security and/or pensions and over age
65, rather than the standard yearly recertification. This would require a change to the current
ordinance and is scheduled for consideration at the April 14,2015, Board of Supervisors
meeting.

*  Finance and Risk Management Customer Service
** Fiscal Year 2014/15 is projected on a straight line trend.



Future discussions will center on increasing program participation. It is not typical for renters
to pay a water or wastewater bill; therefore, many federal poverty level households do not
qualify for the discount. With the homeownership rate in Pima County at 62.7 percent,

and 19.2 percent?’ of the population below poverty level, Program participation could be
increased. Conversations with all applicable parties are ongoing regarding program expansion
opportunities.

Industry Comparison

Table 24 provides details on Tucson Water’s Low Income Subsidy Program as
compared to Pima County’s.

Table 24.Tucson Water/Pima County Wastewater Reclamation Comparison

Tucson Water Pima County W:jtstewater
Reclamation
Total Number of
Residential Customers ~ 225,000 253,000
Program Participants ~ 3,000 3,659
Percent of Customer
~ 1.3 1.4
Base
Revenue Not Billed ~ $ 500,000 $ 1,142,864
Subsidy Available 50% for those at 100% 25%, 50%, or 75% for those at
y poverty level | 150%, 125%, or 100% poverty level
epe e Triennial for those on a fixed
Recertification Annually : .
income’, annually for others

S

27 2009-2013 quickfacts.census.gov, Retrieved March 30, 2013
Pending Board of Supervisors Approval




6. Conclusion

The Department has faced many significant capital improvement, operational, and financial
challenges over the past decade. These challenges have been overcome by applying careful
expenditure controls to both O&M and capital projects and by establishing best practices in
energy management, safety, and environmental compliance.

The Department has adopted more efficient operational practices and other cost cutting
measures over the past several years. Use of continual improvement approaches, asset
management, and performance benchmarking are examples of how the Department is
optimizing management approaches to provide better information for daily and long-term
decision-making. Coupled with operational initiatives such as energy efficiency, green power
generation, reclaimed water reuse, and resource recovery, the Department is focused on
containing costs of utility operations.

Enhancing infrastructure, optimizing plant performance to meet clean water goals, all while
ensuring that public funds are effectively and efficiently spent, will continue to be a daily
balancing act for the Department. The Department continues to work diligently to provide
high quality services to ratepayers and optimize management and performance, despite
increasing cost pressures and regulatory obligations. Inflationary cost pressure, increasing
mandates, and growing community needs present common challenges for the Department to
balance in prioritizing both short and long-term water quality investments, services, and rates.



