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Mayor & Council Water Policies


!  Water	U1lity	is	self	suppor1ng	with	rate-based	
revenues	

!  Water	rates	and	charges	reviewed	annually	

!  Debt	service	coverage	of	1.30	

!  Cash	reserve	of	at	least	20%	of	opera1ng	budget	

!  Avoid	sudden	or	large	scale	shiFs	in	rates	
	–	minimize	rate	shock	

!  Rate	structure	to	encourage	water	conserva1on	

!  Rate	structure	to	encourage	use	of	reclaimed	water	

!  Cost	of	service	approach	(AWWA	methodology)	



Preferred	Financial	Scenario	

Water Rates Analysis


!  Five-year	revenue	and	expenditure	projec1ons	

	-	Begin	with	actual	budget	for	FY	15-16	

!  Analysis	of	the	three	funds	within	the	U1lity	

!  Propose	new	debt	to	finance	capital	in	future	years	

!  Propose	small	rate	increases	each	year	

	-	Only	approve	rate	increase	for	the	first	year	

!  Debt	service	coverage	ra1o	

!  Cash	reserve	balance	

!  Meets	all	revenue	requirements	



Revenue Projec@ons – Water Use Trends
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Revenue Projec@ons  - Water Use Trends
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Cost Increases


!  Opera1ons	&	Maintenance	
	-	Electric	power	costs	–	TEP	rate	increase		
	-	Cost	to	purchase	CAP	water	

	

!  Capital	
	-	Pipeline	reloca1ons	due	to	roadway	construc1on	

!  Debt	Service	
	-	WIFA	loan:	AMI	project	&	future	exis1ng	system	improvements	

	



Proposed	changes	in	water	rates:	

Preferred Financial Scenario


!   Increase	in	potable	and	reclaimed	water	commodity	rates	

!   Increase	in	potable	and	reclaimed	construc1on	water	rates	

!   Increase	in	construc1on	meter	security	deposits	

	

The	following	rates	will	not	be	changed:	

!   The	monthly	base	rates	for	potable	and	reclaimed	water	

!   The	groundwater	preserva1on	fees	for	potable	and	reclaimed	



Water Rate Comparison




Customer Impacts




Security	Deposits	for	Construc1on	Meters	

Proposed Changes to Service Fees


!   Security	deposits	reduce	the	U1lity’s	financial	loss	if	a	
contractor	does	not	pay	their	final	bill	and	allows	the	U1lity	to	
recover	losses	associated	with	lost	or	damaged	equipment.	
Security	deposits	are	refunded	in	full	when	the	meter	is	
returned	in	good	condi1on	and	the	final	bill	is	paid.	

	

!   Current	security	deposit							$1,200	

!   Proposed	security	deposit				$2,300	



Schedule


11/09/15	 	Commission	recommenda1on	

12/02/15	 	Town	Council	adopted	No1ce	of	Intent	

01/06/16	 	Public	Hearing	to	adopt	new	rates	

02/06/16	 	New	rates	become	effec1ve	

03/10/16	 	Begin	billing	at	new	rates	

	



Recommenda@ons


!  Water	U1lity	Commission	recommends	approval	of	
the	water	rate	increase	

	

!  Water	U1lity	staff	recommends	approval	of	the	
resolu1on	increasing	the	water	rates,	fees	and	
charges	for	the	Oro	Valley	Water	U1lity	


