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STAFF REPORT 

 

TO: Board of Directors 

THRU: Mark Foree, General Manager 

FROM: Michele Sullivan, CFO 

DATE: November 7, 2016 

SUBJECT: Discussion and action, and possible direction to staff regarding proposed rate 

adjustment process and schedule  

 

 

RECOMMENDATION 

 

Pursuant to the presentation of the funding plan at the October strategic planning meeting, Staff is 

presenting a recommendation for a multi-year rate adjustment based on two possible options 

presented herein. The Standing Advisory Committee (SAC) reviewed the following proposals and 

recommended adopting Proposal 1. Customer charges, unit charges and commodity charges would 

all be increased by the increments indicated in this presentation (see Attachment A).   

 

Also, included is a proposed rate adjustment calendar for Board approval (see Attachment B). 

 

DISCUSSION 

 

Based on the funding plan presented through FY2022 including assumptions related to water 

revenue increases of 3% over calendar year 2015 drought levels from residential customers, and 

estimated benefits from the refunding of 2007 Bonds in 2017, the funding gap between recurring 

revenue and cost of service increases to an annual gap of $13.0 million by 2022.  In order to close 

the funding gap, and strengthen our financial metrics related to maintaining TMWA’s favorable 

credit rating, a schedule of rate adjustments is proposed to the Board.  Maintaining a favorable 

credit rating is essential to the success of the refunding transaction in 2017.  Two scenarios are 

presented. 

 

Both proposals set pricing to recover TMWA costs of providing service while encouraging 

efficient use of resources and facilities through appropriate pricing signals by: 

 

1. Adjusting rates to meet current financial needs but phasing-in a rate increase to reduce the 

impact of a single large adjustment thereby allowing time for economic conditions and 

TMWA financial metrics to improve.  

 

2. Minimizing the size of rate adjustments as much as possible when comparing the cost of 

service in the funding plan to proposed rates required.  
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Proposal 1: 
 

As presented in the funding plan, TMWA can close the funding gap with rate increases of: 

 

 3% in years 1 & 2 

 2.5% in years 3, 4 & 5  

 

Staff and the SAC recommend this proposal with the first two 3% increases being implemented in 

anticipation of higher debt service beginning in FY2020.  After implementation of year 1 & 2 rate 

adjustments, increases in years 3-5 should be subject to an annual review of TMWA’s financial 

performance to determine if rate increases can be lowered or deferred.  This will set TMWA up to 

meet its debt service requirements, and allows for more time to discern whether customer water 

usage will continue at current levels. 

 

Proposal 2: 
 

Another option to close TMWA’s funding gap would be rate increases of: 

 

 3% in years 1 & 2 

 Increases in years 3, 4 & 5 commensurate with the CPI-U (all items) for the west urban 

region as published in December by the Bureau of Labor Statistics, with a condition that 

the annual increase will not exceed 3% or be less than 1% 

 

Staff again recommends that the first two 3% increases be implemented in anticipation of higher 

debt service beginning in FY2020.  After implementation of year 1 & 2 rate adjustments, increases 

in years 3-5 should be subject to an annual review of TMWA’s financial performance to determine 

if rate increases can be lowered or deferred.  The ceiling of 3% protects the customer from a large 

increase after already experiencing two 3% increases in years 1 & 2.  The floor protects TMWA 

from having to implement a negative index or an index that is so small that it is not cost effective.  

This will set TMWA up to meet its debt service requirements, and allows for more time to discern 

whether customer conservation will continue at current levels. 
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Proposed Schedule for May 2017 Rate Adjustment 

 

Date Organization Item 

Wednesday,  

November 16 

 

BOARD Present rate adjustment options and rate adjustment 

calendar 

By Friday, Nov 18   Finalize calendar for rate adjustments 

By Friday,  

December 23 

  Finalize special one-panel bill insert for all customers regarding 

open houses and Board meeting dates and times.  Insert to run 

in all of January billings. 

By Friday,  

January 13 

  Finalize February bill insert notifying customers of public 

hearings for adoption of rate adjustment  

Wednesday, Jan 18 BOARD Present Open House schedule 

Wednesday, 

February 1 

  Send in public notice of Customer Open Houses to RGJ & 

Sparks Tribune for publication on January Open Houses 

Tuesday,  

February 7 

SAC Public Open House presentation and schedule 

Tuesday, 

February 7 

  Display Public Notices of Customer Open Houses published in 

RGJ & Sparks Tribune (10 working days before open houses) 

Thursday, 

February 23 

  Send in legal notice of first public hearing (March 15) to RGJ 

& Sparks Tribune for publication on February 28 

Weeks of February 

20 and 27 

PUBLIC 4 Public Open Houses on Rates Proposal 

Tuesday,  

February 28 

 

  Legal Notice of first public hearing on proposed rate 

adjustment published in RGJ and Sparks Tribune (10 days 

before first hearing) and on TMWA website 

Tuesday, March 7 SAC Update SAC on Customer Open Houses 

Wednesday,  

March 8 

  Send in legal notice of final public hearing (April 19) and 

adoption of rate adjustment to RGJ & Sparks Tribune for 

publication on March 14 

Tuesday,  

March 14 

 

  Legal Notice of final public hearing for adoption of rate 

adjustment published in RGJ and Sparks Tribune and on 

TMWA website (30 days in advance of final hearing) 

Wednesday,  

March 15 

BOARD Public Hearing- First Reading on proposed Rate 

Adjustment  

Friday,  

March 17 

 

  Post copies of proposed rate adjustments and post Notice of 

Final Hearing date, time and location.  Post in all the same 

locations as agenda is posted, and on TMWA Website. 

Tuesday, April 4 SAC Update on Rate Adjustments 

Wednesday, 

April 19 

BOARD  Public Hearing- Second Reading and adoption of Rate 

Adjustment. 

Tuesday, May 2   New Rates reflected on bills issued beginning in May 2017 

Tuesday, May 2 SAC Report of Board Action on Rate Adjustment  
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